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Dear Reader,

Avyear ago, | called 2021 the year of peace, and much of

what happened in 2022 was still ahead of us, and it is one

we will remember as a year of the war and the energy crisis.
However, ALTEO Group's preparedness and operation were
impeccable again last year, and this - in addition to the fact
that we once again achieved outstanding results - allowed us
to update the Company's strategy and set even more ambi-
tious objectives than before.

As in 2021, the further integration of ESG considerations

into the Company's operations and further strengthening
sustainable corporate governance were assigned priority
focus again last year. We are very proud to be one of the few
companies to have obtained ESG certification. But we are not
stopping here, and we are striving to step up our sustainabili-
ty efforts and are confident that these efforts will be reflected
in further certifications.

This is why we have prepared and published a detailed
sustainability strategy, with objectives closely linked to the
UN Sustainable Development Goals (SDGs), and have defined
Group-wide decarbonization commitments. In order to stra-
tegically coordinate sustainability-related tasks, we have set
up the ALTEO Green Committee, and have started to apply
the Task-Force on Climate-Related Financial Disclosures
(TCFD) guidelines in our reporting structure.

Priority focus on employees remains at the heart of our ESG
approach, and has been a key part of our everyday life since
our foundation. We also prioritize employee safety, in which
respect 2022 also marked an important milestone: the num-
ber of accident-free days exceeded 1,000. As part of the CSR
strategy launched last year, we support and encourage our
colleagues' volunteering activities, which last year amounted
to 512 hours. Last year, we continued the independent ALTEO
Fitt initiative, which encourages and creates opportunities
for physical activity and sports, and the employee wellbeing
aspect has become an inevitable factor in our new employer
branding strategy and its implementation.

Last year, for the first time, we prepared a report on ALTEO's
preceding year (2021) as per EU Taxonomy, and that year
proved to be a record year in terms of profitability. However,
we managed to surpass that in 2022, as this was the most
successful year in ALTEO's history as a result of the out-
standing performance of the Virtual Power Plant, the record
performance of the retail segment and the stable, solid per-
formance of the renewable power plants: our momentum has
not been lost despite the shocks on the energy market, which
were exacerbated by the war and reflected in high prices

and unprecedented market volatility as our consolidated net
profit reached nearly HUF 13 billion.

This was, of course, appreciated by the market as well:
ALTEO share prices soared, and we were awarded the title of
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“Issuer of the Year with the highest share price increase in the
premium category” at the Best of BSE Awards. We also kept
our first place in the "Responsibility, Sustainability, Corporate
Governance” category at one of the most important events of
the Budapest Stock Exchange. We are extremely proud that
last year, our 2021 Sustainability Barometer campaign won
one of the international advertising industry's most prestig-
ious awards, the Stevie Award in the Sustainability Initiatives
category.

Last summer, we closed the deal to acquire EDELYN SOLAR
Kft., a company which owns a solar power plant project with
a nominal capacity of 20 MW, currently under licensing.
Some time after that, we acquired a qualified majority stake in
FE-GROUP INVEST Zrt., a company active in the treatment
and recycling of inorganic waste. Both acquisitions were
made in the context of the active investment activity outlined
in the strategy until 2026, and the strategic objectives out-
lined therein remain unchanged by the fact that MOL RES
Investments Zrt. as designated offeror has made a statutory
public takeover bid for ALTEO's ordinary shares.

As we have always done, we will continue to integrate envi-
ronmental requirements into our technological and business
processes, and we will continue to keep in mind that every
decision we make today will affect our, our children's and our
grandchildren'’s future. This is why we are doing all we can to-
day to make the Earth a liveable planet for future generations.

A

Attila Chikan Jr.
CEO of ALTEO Plc.
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11 HIGHLIGHTS 2022

We closed our

most successful year
(EBITDA exceeding
HUF 20 billion)

We obtained our
first international
ESG certification

Our detailed
Sustainability
Strategy was
prepared and
published

R0z
> L >

ALTEO's Green
Committee
has been
established

\ I /
- We prepared
== and launched our

7 CSR strategy

AZ ALTEO CSOPORT TAGJA

¢ FE-GROUP

We acquired a majority interest in
Fe-Group Zrt., thereby furthering our
strategic plans for waste management

Acquisition of
100% of EDELYN
SOLARKft., owner
of the solarpower
plant project

We reviewed

our company-wide
risk assessment
system

We were again
awarded

Best of BSE Awards
in two categories

We have expanded
the compensation
plan and benefit
elements for our
employees

The Employer Brand-
ing Strategy was
adopted and the
implementation of
its objectives

has begun
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Our first electric
boiler was
completed

in Sopron as part
of the KFI3 R&D
grant




12. SUSTAINABILITY MILESTONES

At ALTEO (when referred to on its own, hereinafter "ALTEO
Nyrt." or "ALTEO") and its consolidated subsidiaries (referred
to collectively hereinafter as "ALTEO Group" or “Group”),

we believe in sustainable development, and have started
laying down the foundations for our sustainability and ESG
(Environmental Social and Governance) vision and strategy
several years ago. This year marks the seventh edition of
our Sustainability Report. During those seven years we have

come a long way and achieved a number of key ESG results.

Sustainability milestones:

2016: ALTEO's first sustainability report is published
2017: Ouir first solar power plant is commissioned
2018: First own solar power plant is constructed

2019: Installation of first electric charging station

2020: The largest ever wind farm acquisition in our
history (+13 towers)

2021: Sustainability is taken to the top
management level
2022: First independent evaluation

2022: The ALTEO Green Committee has bee
established

2022: ALTEO Group's sustainability strategy
has been created
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However, we cannot stop there, our commitment to dynamic
development and sustainability is creating new challenges
from a corporate governance, social and environmental
perspective, and we aim to meet them to the highest
possible standards. In this Integrated Report, we aim to
present the results, challenges and plans for 2022.

While we are continuously enhancing our business
performance, we also make sure that we constantly learn
and improve to become an even more environmentally and
socially responsible company.

2016: Initial public offering (Budapest Stock Exchange)

2018: ALTEO shares promoted from the Standard
category to the Equities Prime Market

2019: Waste Management Division launch

2020: Successful bond issue at a value of
HUF 3.8 billions within the scope of BSG

2020: Our scheduling service was launched under
the name Sinergy
2020: Our E-mobility Division was launched

2021: Record high EBITDA profit

2022: ALTEO acquires a stake of more than 75%
in Fe-Group Zrt.
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ALTEO was founded 15 years ago, in 2008, to exploit the
new opportunities in the energy industry and to be part of
the redefinition of this market, of which the adoption of a
sustainability approach is an essential part. As an energy
provider and trading company, the three pillars of our
business activity are energy production based on renewable
and natural gas as energy carriers, energy trading, and
customized energy services and developments offered to
companies.

In Hungary, ALTEO's name has become synonymous
with sustainable and responsible corporate governance
and responsibility for the future, as not only have we

13 INTRODUCTION TO ALTEO

been a member of the Business Council for Sustainable
Development in Hungary (BCSDH), which is chaired by
ALTEO CEO Attila Chikan Jr, for 10 years but as a result of our
performance in 2022, we have once again received the BSE's
Responsibility, Sustainability, Corporate Governance Award.

It remains of paramount importance for us to provide our
Customers with a reliable, environmentally-friendly energy
supply that is based on renewable energy sources. At the
heart of all you will find our Virtual Power Plant and our own
portfolio containing the best possible tools, which enable us
to serve efficiently the needs of our small, medium and large
corporate partners alike.

ORGANIZATIONAL DATA
2-1, 2-6, 2-7

The details of the ALTEO Group on December 31, 2022:
N

@ ADDRESS:
R - Sy -
‘\\‘, H-1033 Budapest, Korhaz utca 6-12.

NAME: ALTEO Nyrt.
(and its consolidated subsidiaries, hereinafter
Jjointly referred to as: ALTEO Group)

AT
ISSUED CAPITAL:
“ HUF 249,143,425
REVENUE:
HUF 103,027 million
@ NUMBER OF EMPLOYEES:

C” 307

LOCATION OF BUSINESS ACTIVITY:
Hungary

o

I ' OWNERS:
4 5157%  Wallis Asset Management Zrt.

‘“@ 9,99%  MOL RES Investments Zartkorten
MUkodd Részvénytarsasag,
Riverland Private Equity Fund
Riverland Magantdkealap) and
Fénix Private Equity Fund

(Fénix Magantdkealap), collectively
as persons acting in concert under
the Capital Market Act

ALTEO ESOP! Organization

Free float

5,81%
32,63%

ALTEO shares are traded in the Equities Prime Market of the Budapest Stock Exchange.

1. Employee Share Ownership Program

ALTEO GROUP / INTEGRATED REPORT 2022
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GROUP STRUCTURE
2-2

Our operational structure reflects our complex activities: all of our project, manufacturing and trading companies operate as a

subsidiary of ALTEO Nyrt.

The structure of ALTEO Group on December 31, 2022

ALTE-A Kft. 100%

Tisza-WTP Kft. 100%

ALTEO
Energiakereskedé Zrt.

Sinergy Energia-
kereskedé Kft.

100% 100%

ECO-FIRST Kft. 66,6%

FE-Group Invest Zrt. 75%

ALTE-GO Kft. 100%

ALTEO-DEPONIA
Kf

Pannon

szélerémakft,  1°9%

Energigas Kft.

., ALTEO-Therm Kft.
7 100%
Domaszék

MW K. Monsolar Kft.  100%
EURO GREEN o,
ENERGY Kft. SUNTEO Kft. 100%
EDELYN SOLAR

Kft. 100%

Sinergy Energiaszolgaltato,

Beruhazo és Tanacsads Kit. 100%

Both the financial and GRI Sustainability Report sections of the Integrated Report apply to the performance of all companies in

the figure, in other words the entirety of the ALTEO Group.

MAJOR CHANGES AFFECTING THE ORGANIZATION IN 2022
2-6

Several events occurred during 2022 that resulted in
changes to the structure of ALTEO Group.

Merger of EURO GREEN ENERGY and other subsidiaries
As an additional step in the process of streamlining the
corporate structure of the ALTEO Group, on March 7, 2022,
ALTEO decided to merge by absorption with its following
subsidiaries. As a result of the restructuring, as of July 1,
2022 (day of legal succession) the following companies
under ALTEO's direct and exclusive control merged into
EURO GREEN ENERGY, operating with the Company as its
sole member:

+ WINDEO;

+ e-Wind;

- HIDROGAZ;

- Kazinc-BioEnergy;

+ Tisza-BioEnergy;

+ Tisza BioTerm.

FE-GROUP acquisition

ALTEO as buyer concluded a share purchase contract with
the natural person owner of FE GROUP as seller in the
subject matter of transferring to ALTEO the ownership right
of its shares representing 75.1% of the HUF 1,000,000,000
share capital of FE-GROUP. The conditions for closure
detailed in the share purchase contract have been fulfilled,
and the closure process has been successfully completed
and, as such, the ownership of the shares representing 75.1%
of the issued capital of FE-GROUP has been transferred to
ALTEO as of September g, 2022. A 24.9% minority share of
FE-GROUP acquired by the Blue Planet Climate Protection
Venture Capital Fund, which exercises joint ownership with
ALTEO over FE-GROUP, as per the relevant percentages.

In addition to paper, metal and electronic waste acceptance
and recycling, FE GROUP also performs complex waste
management activities, with a revenue of over HUF 3 billion
in 2021. FE-GROUP has been active in waste processing
since 1994, and has ample comprehensive and integrated
experience in the corporate and industrial submarkets, as
well as in the residential and municipal submarkets to a
lesser extent. The acquisition is fully in line with the Com-
pany's strategy, updated at the beginning of 2022, which
sets the objective of further strengthening the Company's
role in the circular economy and sustainable management.
For more information on the Company, see page 20 of the
report.

EDELYN SOLAR acquisition

ALTEO Nyrt. as buyer concluded a business quota purchase
contract with private individuals as sellers in the subject
matter of transferring to ALTEO the ownership right of their
respective business quota representing 100% of the issued
capital of EDELYN SOLAR amounting to HUF 3,000,000.
The closing conditions specified in detail in the business
quota purchase contract have been fulfilled. Accordingly,
ownership of the EDELYN SOLAR's business quota was
transferred to ALTEO as of July 21, 2022. In H1 2023, EDELYN
SOLAR is expected to start the development of a solar
power plant with a capacity of nearly 20MW near Tereske,
after obtaining the necessary permits and approvals. The
implementation of the development is expected to roughly
double the solar power plant portfolio of the ALTEO Group.
The acquisition is fully in line with the Company's strategy,
updated at the beginning of 2022, which sets the objective of
further increasing renewable capacities. For more informa-
tion on the acquisition, see page 15 of the report.



OUR MISSION AND VISION
2-23

Not only does our company contribute directly to sustainability through its activities, but we are also committed to shaping both
directly and indirectly the attitudes of our employees, the stakeholders in our operating environment, as well our partners, supp-
liers? and investors.3

Our long-term goal is to become a leading energy service provider that can truly combine sustainable energy production and
business operations with the delivery of appropriate shareholder returns.

Our vision and mission are built on the following three pillars:

Innovative
solutions and
We create real o customized services,
value in a changing The authoritative professional excellence
world of energy. energy company. in energy and capital
markets.

Our vision:
Our vision is to offer our partners a possibility for a sustainable business advantage by providing the best energy solutions today,
and to be the companies of tomorrow together.

Our mission:
In a fast-changing world, our flexibility is built on a strong foundation of deep-rooted knowledge. As specialists in evolution, we
challenge today's solutions to create tomorrow in the framework of innovate thinking.

Our values:

At ALTEO, we consider it of the utmost importance to work together with our external and internal stakeholders based on shared
values, and to raise their awareness of the foundations on which our corporate culture is built, as this is what enables us to make
the right decisions for our common success, based on the same priorities. Our values at ALTEO:

THE PHYSICAL SAFETY OF OUR OUR EXPERTISE IS OUR WE ARE BUILDING AN
EMPLOYEES COMES FIRST GREATEST VALUE EFFECTIVE CULTURE OF
TEAMWORK

Health, safety and environmental We are not working just for money; we
protection, humanity, fairness, positive value intellectual potential, Flexibility, transparency, reliability,
attitude, good atmosphere, performance, expertise, knowledge, commitment, responsibility, honesty,
camaraderie, allowed to make mistakes, learning, resolve, loyalty and honor, empowerment, self-awareness,
consistency, empathy. flexibility - including in mindset. respect, openness.

The values we stand for and the essential prerequisites for our operation are defined in our Code of Ethics (page 40, Code of Ethics).

2. The special requirements applicable to and information pertaining to our suppliers are available on our website: https://alteo.hu/beszallitokrnak/
3. For our publicly available policies, codes and declarations, please visit our website:
https://alteo.hu/fenntarthatosag/felelos-vallalatiranyitas/etika-compliance-es-kontroll/
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https://alteo.hu/wp-content/uploads/2021/12/Alteo_Etikai-Kodex_2021_10_18_en.pdf

ALTEO OPERATIONAL MAP
2-6
Alteo group's power plant portfolio in Hungary
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PRODUCTS AND SERVICES*
2-1,2-6

We offer a wide range of services, and our portfolio and the activities included in it can be grouped as follows:

Segments of alteo’s activities and portfolio overview

ENERGY PRODUCTION ENERGY TRADING
- Electricity production - Virtual Power Plant
o landfill gas, natural gas, biogas, « Electricity trading
solar, hydro, wind + Natural gas trading
+ Heat energy production

ENERGY AND POWER
\ / % ENGINEERING SERVICES
- Energy and power engineering services
+ Operation and maintenance of power plants
and power engineering installations

« Construction
« Investment funding

(AlteGO)

@
E-MOBILITY @\ >

WASTE MANAGEMENT PRODUCTION MANAGEMENT SERVICES
(ECOFIRST, FE-GROUP) (Sinergy)

Energy production

Our Energy Production segment generates electricity and heat energy in our own power plants and plants operated by us.

Our portfolio is constantly changing in line with our goal to increase the proportion of renewable energy. In 2022, ALTEO
produced energy with a total of 22 power plant units at 23 sites, 15 of which use renewable energy sources, and there is also

a water treatment plant for industrial production at MOL Petrolkémia. Our portfolio includes weather-dependent wind farms,
solar and hydropower plants and non-weather-dependent small-scale power plants that utilize renewable gas as well as natural
gas-fired heating power plants. Two power plants operated by ALTEO produce electricity and heat energy exclusively for
industrial plants, while our six heating power plants mainly serve urban district heating systems in addition to industrial consumers.

Own plants

Energy purchased by industrial consumers
Energy purchased by energy traders
MAVIR (renewable energy)

; Electricity,

rg Energy

production

+ Heat Own plants
""l ea Heat available for purchase by industrial consumers
'

energy Heat purchased by district heating companies

4. In presenting our products and services, we strive to create an appropriate context, and to present current issues. For a detailed description of the

various activities see pages 24-28 of the Integrated Report for 2021 https./alteo.hu/wp-content/uploads/2017/06/alteo-integralt-jelentes-2021.pdf.
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https://alteo.hu/wp-content/uploads/2022/04/Alteo-Integralt-ENG-2021-0414.pdf

The numbers of this segment are as follows: our power plants produced a total of 803 GWh of electricity, which supplies around
336,000 households with electricity, and 9.2 million GJ of heat energy, which is enough to heat 224,000 households. Of these
figures, 63% came from industrial power plants, 20% from heating power plants and 17% from facilities utilizing renewable energy.

Electricity production

17%

heating

(o) power
2 0 /O plants industrial

power plants

63%
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ELECTRICITY SALES:

INSTALLED WITHIN THE SUBSI-DIZED

NATURAL SYSTEM, ON THE OPEN
GAS/ Etii:z‘;cl- MARKET OR BY TRADING
RENEWABLE ON THE OPEN MARKET

L THROUGH THE VIRTUAL
POWER PLANT (VPP)

ALTEO-OWNED

Gyor natural gas heating power plant 17,9 VPP

Sopron natural gas heating power plant 6,1 VPP

Kazincbarcika natural gas heating power plant 9,6 VPP

Ozd natural gas heating power plant 49 VPP

Tiszaujvaros natural gas heating power plant 9.4 VPP

Zuglo natural gas heating power plant 18,2 VPP

Felsédobsza renewable hydropower plant 0.9 on the open market

Gibart renewable hydropower plant 10 Subsidized

Acs renewable wind turbine 20 VPP

Janossomotja renewable wind turbine 18 VPP

Papakovacsi renewable wind turbine 18 VPP

Torokszentmiklos renewable wind turbine 15 on the open market

Bény renewable wind turbine 250 on the open market

Babolna renewable wind turbine 150 Subsidized

Domaszek renewable solar power plant 2,0 Subsidized

Monor renewable solar power plant 4,0 Subsidized

Balatonbereny renewable solar power plant 6.2 Subsidized

Nagykéros -

(solar power plant renewable solar power plant 6.9 Subsidized

Debrecen renewable landfill gas 11 on the open market
OPERATED BY ALTEO

BC power plant natural gas industrial services 46,9

MPK power plant natural gas industrial services 36,0

Nagykoros renewable biogas 2,0

ALTEO GROUP / INTEGRATED REPORT 2022 /13



WEATHER-DEPENDENT RENEWABLE ENERGY

POWER PLANTS

ALTEO is committed to advancing renewable energy produc-
tion, important elements of which are weather-dependent
renewable energy power plants, the changes to which in 2022
are described below:

Wind turbines

In 2022, we held on to our second place in terms of market
share in the domestic wind turbine market. At present, electricity
is generated by 24 wind farms owned by the Company. In 2022,
the Babolna wind farm turbine control system was replaced,
and main components were also replaced in Bény and Babolna
(drive, blade repair due to lightning damage). The expired main-
tenance contracts for Bény and Babolna have been extended. In
Tordkszentmiklos, there was a malfunction that led to a longer
outage, which was repaired by March 2022.

Hydropower plants

We operate two hydropower plants, the Gibart hydropower
plant which has been in operation for more than 100 years,
and is listed as a historical monument, and the Felsdédobsza
plant, both of which operate on the Hernad River. The repair
of damage caused by the 2021 flood and the construction of
a sound and heat insulation ‘box’ were the key events at the
Gibart hydropower plant in 2022. For 2023, our plans include
upgrading the remote control of the dam in Felsédobsza with
optical cables, and installing a technological property protec-
tion camera system.

Solar power plants

Our first solar power plant was the Domaszék Solar Power
Plant, acquired in December 2017, followed by the Monor
Solar Power Plant built as our own project in 2018. Thanks

to the projects in Balatonberény and Nagykdros, ALTEO has
now acquired several solar power plants with a total installed
capacity of more than 19 MW of electricity.

In 2022, we developed new maintenance processes and an
uninterruptible communication system in our solar power
plants, which allows us to see the current status of the plants
even when the communication system is down.

In order to increase the solar power portfolio, we launched the
process in 2022 to acquire EDELYN SOLAR as mentioned ear-
lier, a company that is expected to start the development of a
solar power plant with a capacity of nearly 20MW near Tereske
in the first half of 2023, after obtaining the necessary permits
and approvals. The implementation of the development is ex-
pected to roughly double our solar power plant portfolio. The
acquisition is fully in line with our strategy that we updated

at the beginning of 2022 (see Chapter 3.1 for more details on
the strategy), which sets the objective of further increasing
renewable capacities.

NON-WEATHER-DEPENDENT RENEWABLE ENERGY POWER
PLANTS

The output and, therefore, production of weather-dependent
renewable energy plants varies, as in the absence of suitable
conditions for power generation they are unable to produce
energy. Renewable gas or biogas technologies are the tools for
more balanced renewable energy production.

Renewable gas
We have been operating the Nagykoéréds Biogas Plant since
January 1, 2016.

The plant opted out of the KAT electricity offtake system in
2022, and continues to sell on HUPX (the organized Hungarian
electricity market operated by HUPX Zrt.). The operation of the
plant is highly reliable which is supported by a standby system
with remote motor control installed in 2022, allowing us to
produce the volume contracted with our waste division.

In addition to the Nagykdéros plant, the small-scale landfill gas
power plants in Debrecen are also biogas plants. The small
power plant uses and disposes of methane-rich landfill gas
released during the decomposition of organic waste stored

at the Debrecen Regional Landfill Site. The small power plant
has 2 gas engines, ensuring a total installed electrical capacity
of 1.1 MW. The upgrading of the small power plant to large-
scale power plant level was launched in 2022, both in terms of
procedures and maintenance.

Electricity storage

One of the sustainable energy production challenges of our
time is keeping systems sustainable in the face of increasing
shares of weather-dependent renewables and rising
electricity consumption. Conventional systems cannot store
electricity, and solar, wind and hydropower plants do not
always have the necessary flexibility to meet momentary
consumer demand-driven production needs. Electricity
storage facilities contribute to enhancing this flexibility.
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Cogeneration gas engine heating power plants

Our cogeneration heating power plants produce electricity
and heat using primary energy carriers, typically natural gas.
In addition to today's technological capabilities, the spread of
weather-dependent renewables requires the flexible and
reliable operation of natural gas power plants. The power
plants are operated by ALTEO's specialist staff.



ENERGY AND POWER ENGINEERING SERVICES

Using our expertise, we also offer our partners energy services, services related to the maintenance and development of energy
systems and the implementation of new investment projects. As part of our services, we assume the risks associated with these
tasks, and ensure the technical and financial background needed to provide such services. Our tasks may include investment
project preparation, comprehensive project management and the turnkey implementation of facilities, as well as the operation
and maintenance of facilities.

General contracting, implementation, design

In September 2022, our first electrical boiler was completed in
Sopron, as part of the grant awarded under the tender notice
No. 2020-1.1.2-PIACI KFI, with the title "Support for Mar-
ket-driven Research & Development and Innovation Projects”
announced by the National Research, Development and
Innovation Office. The electrical boiler investment project was
worth HUF 600 million, which will further increase the flexibi-
lity of the Company's Virtual Power Plant, and also create the
possibility of converting electricity generated from renewable
sources into heat.

At the Kazincbarcika Heating Power Plant, we replaced two of
our gas engines with more modern engines and increased the
capacity of our water treatment plant in accordance with our
commitments undertaken when the district heating contract
was extended.

In addition, we also provided design services (preparation of
construction plans and feasibility studies) and construction
services to several of our partners.

Operation and maintenance

At ALTEO, we are currently responsible for the operation and

maintenance of the following power plants:

+ BorsodChem Power Plant and steam boiler and, after com-
missioning, the new BC-Power,

- TVK power plant

+ Tisza WTP

+ Nagykéros Biogas Power Plant

+ Our own heating power plants (Sopron, Gyér, Budapest,
Kazincbarcika, Tiszaujvaros, Ozd),

+ Renewables: hydropower plants, solar power plants and
wind turbines, landfill gas power plants

ALTEO GROUP / INTEGRATED REPORT 2022

In 2022, the engine at the Kazinbarcika plant was replaced by
our maintenance team, which means that the existing engine
was replaced with a unit of similar output, but from a different
manufacturer, in this case the whole process included the
purchase, refurbishment and commissioning of a used engine.
The project included the complete overhaul of 2 JMS620
3MW gas engines and auxiliary systems, while in Tiszaujvaros
and Ozd, our team carried out the highest manufacturer-level
engine maintenance.

Facilities covered by O&M (Operations and Maintenance)
tasks in 2022:

We were invited to our first project abroad in 2022, where we
were subcontracted by Siemens Energy to carry out mainte-
nance on the generator auxiliary system of the sister plant of
the Gonyu Power Plant, the Malzenice Power Plant in Slovakia.
In 2022, one of the most significant works undertaken was the
major overhaul of the steam turbine of the Kispest Power Plant
owned by BERT Zrt. (which involved the opening of the turbine
cover) and the major overhaul of the 2 SGT600 gas turbines at
the BorsodChem Power Plant.
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ENERGY TRADING, BALANCING GROUP SERVICES, SCHEDULING
The energy trading activities of ALTEO Group are the result of the operation of two areas: the electricity and natural gas trad-
ing by ALTEO Energiakeresked6 Zrt. and the operation of Sinergy Energiakereskedé Kft. as Virtual Power Plant. Each activity is

described in detail on the following pages.

In 2022, in the course of our electricity trading activity, we sold more than 800 GWh of electricity in total, matching the level of
the previous year. Of this, the share of wholesale trade significantly exceeds the results of previous years, and this year it has

already accounted for the majority of sales with its 482 GWh.

ELECTRICITY SALES (GWh)
485,122
405,701
2019 2020
Retail trade

B Wholesale trade

317,415

503,881

2021 2022

The electricity generated in our portfolio is sold either on a market basis (i.e. outside the subsidized system) or, for certain

renewable power plants, within the subsidized system:

1. Energy sales on market basis

(outside the subsidized system)
As part of the market-based energy sales process, we use
primary energy sources to produce electricity and heat,
and we feed the generated electricity into the nationwide
power grid or our consumers' grid, and use direct pipelines
to deliver the heat produced to our partners, typically district
heating providers or industrial consumers.

For more information on the process, visit page 27 of our
Integrated Report for 2021.

2. Renewable energy sales within the subsidized system

We feed the electricity generated in our renewable energy
power plants into the national grid which we sell, within the
subsidized system, to the mandatory offtake (KAT) balancing
group operated by MAVIR, subject to a subsidized feed-in
tariff. In addition, the electricity generated by our hydropower
plant in Gibart is sold under the METAR system.

$1 5
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Virtual Power Plant (Wholesale Market)

As part of its commercial operations, the Virtual Power Plant
plays an active role on the wholesale electricity market,
moreover, it concludes hedging transactions that comply
with the Company's risk management expectations.

The Virtual Power Plant is a solution that allows the merging
of several smaller independent production units to enter the
electricity and ancillary services market as one large power
plant. This merging allows for more efficient, flexible power
generation technology that meets today's challenges and
expectations. In part, the Virtual Power Plant operates as a
commercial, and in part as a generation regulator, controlling
electricity generation at the power plants, disposing of

the power plants' electricity generation capacities and
orchestrating the sale of electricity generated by the power
plants, as well as that of any available power generation
capacities the power plants may have, on the electricity
market and the ancillary services market.

For the list of our own power plants included in the Virtual
Power Plant see the table on page 13. For more information
on the functioning and establishment of the Virtual Power
Plant visit the ALTEO website.

Retail energy trade

Within the ALTEO Group, ALTEO Energiakereskedd Zrt. carries
out electricity retail trading activities, concluding trading
contracts based on standardized (typically EFET6) models
and also purchases electricity on energy exchanges. ALTEO's
electricity retail activities are limited to the sale of electricity
on the free market.

The Company mainly supplies electricity and natural gas to
larger industry players, office buildings, shopping centers,
industrial parks, and small and medium-sized enterprises and,
as a free-market electricity trader, it provides no universal
service, i.e. it does not serve retail consumers. It has achieved
outstanding results in recent years, even in a changing market
environment (COVID, strong increase in wholesale prices),
thanks to its excellent risk management processes and timely
decisions. Thus, despite the decreasing volume effect, both
sales revenue and profitability increased.

Natural gas retail

ALTEO services related to the Virtual Power Plant include:

Electricity
trading

Production

Compre- optimisation
hensive risk of weather
managment dependent

units

Virtual Power
Plant

Production
optimisation
of cogenera-
tion unit

Balancing
gtoup
services

Customer-
side control

Energy
storage

POwereD BY aLTEO
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ALTEO Energiakereskedd Zrt. started its retail activities of delivering natural gas to users, in the gas year beginning on October
1, 2016, and has been dynamically developing year by year since. The volume of natural gas sold decreased in 2022 due to
increased risk management and increased energy efficiency awareness, but the profitability of the activity did not drop.

NATURAL GAS SALES (GWh)
2019 2020

B Natural gas sales (GWh)
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https://alteo.hu/what-we-do/power-and-heat-generation/virtual-power-plant-and-electricity-wholesale-trade/?lang=en

Production management services

Min addition to comprehensive scheduling, our scheduling
services also include to near real-time production monitoring,
data reporting and administrative tasks.

/B
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Our Renewable Production Management (RPM) business
was established three years ago and has been growing
dynamically ever since. Our service helps forecast the
production of weather-dependent generating units, thereby
reducing the significant additional burden resulting from
changes in the accounting of the schedule deviation of the
members of the subsidized KAT balancing group.

Two years ago, we set up a business intelligence
development group to work on the ARTEMIS project
(Autonomous Real-Time Energy Management Information
System). As a result of ARTEMIS, we developed an integrated,
highly automated, autonomous, real-time production

management systems, which has automated 100% of the
operational management of the ALTEO scheduling group.

ARTEMIS works in close cooperation with RPM and the
portfolio management team.

- modeling, scheduling
- automation (trading, reporting..)

L

RPM

- Client acquisition
and retention

- business

development

- administration

]

- trading

- portfolio
management

- Renewable VPP

? operation

WASTE MANAGEMENT

The development of waste management is a priority area for
the future development of the ALTEO Group and a key focus
of its strategy. We are also trying to apply our sustainability
approach to making waste management circular, by allowing
waste to be used as a raw material. The first step in the devel-
opment of our waste management segment was the acquisi-
tion of ECO-FIRST Kft. in 2019, the primary objective of which
was to provide the Nagykérds biogas plant with sufficient
amount of waste (for other market players) and by-product
materials to enable the most cost-effective and sustainable
operation. In addition to the Nagykérds plant, in 2022 we also
supplied feedstock to six other biogas plants as part of our
waste management activities.

In line with our strategic directions, the ALTEO Group acqui-
red FE-GROUP Zrt. in 2022 as part of the development of our
waste management activities. On September 9, 2022, we
started the integration of FE-GROUP into the ALTEO Group.
FE-GROUP has been active since 1994, and in addition to the
collection and recycling of paper, metal and electronic waste,
it also provides complex waste management services in the
corporate and industrial submarkets, as well as in the residen-
tial and municipal submarkets to a lesser extent.

i
&3 ‘

Services related to waste management include:

Advisory
Services

o

Waste-to-

Energy Trading
Recycling

5. ALTEO Nyrt., in a consortium with the Alfréd Rényi Institute of Mathematics, won a non-reimbursable grant of HUF 401 million for the project
‘Development of a Real-time Autonomous Power Engineering Information and Generation Management System” with a total cost of nearly
HUF 1 billion. The tender notice No. 2020-1.1.2-PIACI KFl, with the title "Support for Market-driven Research & Development and Innovation
Projects”was announced by the National Research, Development and Innovation Office.



E-MOBILITY

In 2020, we launched ALTEO's E-mobility division named
ALTE-GO. The purpose of founding the new division is to
further strengthen ALTEO's presence in the energy market,
and to take up a position, in line with the Company's strategy,
in e-mobility segment.

ALTE-GO as a licensed electric charging equipment operator
and electromobility provider, ensures the sale, installation and
comprehensive operation of charging stations throughout

the country. We primarily install and operate charging

stations in office buildings, parking garages, at company

sites, in residential homes and condominiums, and also install
public charging stations within the framework of strategic
partnerships.

In 2022, the number of charging equipment installed by
ALTE-GO grew dynamically, tripling revenues.

ALTE-GO's electric car charging stations installed in 2022:

+ GOBUDA MALL 18 22kW charging points

« SIXT Vecsés: installation of 13 electric charging points,
and preparation of the system for a future energy storage
facility.®

+ Kassak Passage: 64 charging points

- JYSK Logistics Centre in Ecser: 8 dual (2x22kW AC) public
chargers

POwWwerebD BY ALTEO
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14 AWARDS AND MEMBERSHIPS

We are proud that our efforts to make our Company sustainable have been recognized again in 2023:

- Best of BSE Awards 2022: As a result of our performance in 2022, the ALTEO Group was awarded in two categories,
and in addition to the “The Issuer of the Year with the Highest Share Price Increase in the Premium Category" award,
we also won the “Responsibility, Sustainability, Corporate Governance" award for the second year in a row.

Collaborations:

Sharing and managing knowledge is a core value, and we

believe that we can contribute to solving economic, social and

environmental problems not only through our activities, but
also through our professional and social partnerships.

We are active members of the following:

+ Business Council for Sustainable Development in Hungary
(BCSDH) Attila Chikan, CEO of ALTEO Group has been
President of the BCSDH since the beginning of 2016 and was
elected for another 3-year term in February 2022

+ Hungarian Business Leaders Forum (HBLF): we participate in
the Business Ethics and Transparency Working Group

+ Membership in the Presidential Committee on Sustainable
Development of the Hungarian Academy of Sciences

- Membership in the Board of the Sustainability Section of the
Hungarian Economic Association

- Membership in the Supervisory Board of the Hungarian
Committee of UNICEF

- National Association of Facility Management and Building
Management Service Providers (LEO). Dénes Novotny,
Managing Director of ALTE-GO Kft., is the Head of the Energy
Working Group.

We are members of numerous professional organizations,
reflecting our diverse portfolio and operation. Through
these memberships, we not only share our knowledge and
experience, but by broadening our network of contacts,
we can contribute to initiatives that help build the future
envisioned by the ALTEO Group. Our strategically important
memberships:

+ Hungarian Cogenerated Energy Association

- Hungarian Energy Traders' Association

- Organization of Hungarian Industrial Maintainers (OHIM)

- Association of Hungarian District Heating Enterprises

+ Hungarian Wind Energy Industry Association

- Hungarian Biogas Association

- Hungarian Chamber of Engineers

+ Regionally-competent Chamber of Industry

+ Regionally-competent Chamber of Engineers

In addition to the above memberships, we financially support
the work of the Regional Centre for Energy Policy Research
(RCEPR) and the Association of Environmental Service
Providers and Manufacturers (AESPM).

6. In addition to the installation of the charging points, ALTEO also installed a 50 RW solar panel system at the site.
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Environmental, social and governance (ESG) considerations
have been part of our operations since the very beginning,
and in 2022 we obtained our first independent international
ESG certification. The evaluation is the result of our
performance assessment for 2021 and the report thereon is
found on page 33 of the 2021 Integrated Report.

2022 was the first year when the guidelines of the Task Force
on Climate-related Financial Disclosures (TCFD) were

taken into account in preparing our report. As a first step, we
completed the Company's first Climate Scenario Analysis. For
more details please see page 48 of the report. At the end of
2022, we published our first EU Taxonomy Alignment Report
for 20217, which is available on our website (link), and as part
of this Integrated Report, we are publishing our EU Taxonomy
Alignment Report for 2022, on pages 98-104 of this report. In
addition, ALTEO'’s Green Committee® was also established

in 2022 to consolidate responsible, ESG-focused corporate
governance. The role and responsibilities of the Green
Committee are described on page 36 of the report.

15 OUR ESG APPROACH AND
SUSTAINABILITY STRATEGY

Our Sustainability Strategy®

In addition to updating our business strategy, in 2022 we
added strategic objectives and specific actions to our
comprehensive sustainability strategy, as well as the metrics
required to track those objectives and actions.

The Sustainability
Strategy, similarly to
our business strategy,
is built around the
Company's mission
and vision, and has

o )
{__) SUSTAINALYTICS

a Morningstar company
been developed in RAT E D
view of the feedback
from our employees and best practices from various
industries. We have used the UN Sustainable Development
Goals (SDGs) as a compass for our strategic thinking.
Our materiality assessment shows that the ALTEO Group has
a material impact on six SDGs, which are presented in the
following figure.

m TO BE THE COMPANIES OF THE FUTURE, TOGETHER WITH OUR PARTNERS.

Innovation and

To create real customized
1] value ina solutions in
Our vision ] To become a benchmark energy company. I
changing energy combination
world. with professional
excellence.
\ I /
~N P
Focus areas of E @ @
our Sustainability
Strategy

Reduction of
carbon footprint

E-mobility, making
transport greener

Education on
sustainability

Waste reduction CSR strategy with

ESG focus

* GHG emission

» Using TCFD

reduction - Installin - Paperless office RIS i GUE « Keeping work-
- Air pollution ng - Increasing the g ) S related accidents
" charging ; Sustainability
reduction . recycling rate low
) infrastructure at ’ Strategy
« Increasing the ) of operational N - Development of
. m ALTEO sites « Obtaining an
Our sustainability share of the RPM ) waste . a CSRplan
L } * Increasing . EcoVadis ESG .
objectives business - Completion of ; - Promoting CSR
n the number At " rating o
« Further invest- biodiversity and activity
- of chargers « Employee .
ment in susta- ) water-focused f - Cyber security
. installed ; " education
inable energy risk analysis
) program
solutions
CLIMATE INDUSTRY, INNOVATION RESPONSIBLE CLEAN WATER SUSTAINABLE CITIES
ACTION AND INFRASTRUCTURE CONSUMPTION AND SANITATION AND COMMUNTTIES
AND PRODUCTION
Related SDGs

<
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7. Report as per EU Taxonomy for 2021: https.//alteo.hu/fenntarthatosag/jelentesek-tenyek-adatok/fenntarthatosagi-jelentesek/
8. More on the Green Committee: https.//alteo.hu/az-alteo/szervezet/zold-bizottsag/
9. Our Sustainability Strategy is also available on our website: https://alteo.hu/fenntarthatosag/
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DETAILED PRESENTATION OF ALTEO'’S SUSTAINABILITY STRATEGY WITH PERFORMANCE INDICATORS INCLUDED:

TARGET

REDUCTION OF CARBON FOOTPRINT

NOTE

» Reducing Scope 1 by 20% by 2030, 50% by 2050
» Reducing Scope 2 by 30% by 2030, 75% by 2050
» Reducing Scope 3 by 55% by 2030, 100% by 2050
- Corporate carbon footprint verification by 2025

GHG emission reduction®

Air pollution reduction » Reducing NOx by 25% by 2030

Increasing the share of the RPM - Increasing the share of the business from 15% to
business 25% by 2025

« We will invest HUF 35 billion in sustainable energy
solutions by 2026

« Annual disclosure of the total amount invested in
renewables and the volume of energy produced
from renewables*

Further investment in
sustainable energy solutions

E-MOBILITY, MAKING TRANSPORT GREENER

The ALTEO Group has already calculated
and published the total corporate carbon
footprint for its 2021 report, along which it
has set emission reduction targets.

The share of the business was 35.9% on
December 31, 2022.

- Installing charging infrastructure at ALTEO sites

Establishment of charging by 2030

infrastructure

- Installing 200 ALTE-Go electric car charging
Increasing the number of stations by the end of 2022
chargers installed - Installing 500 charging stations by the end of
2023

WASTE REDUCTION

In 2022, the infrastructure at the head office
(Globe) has been set up, and the Gyér and
Sopron sites are in the process of being

set up.

Exceeding the 2022 plan, 264 points were
installed, more than the 200 planned.

Our target remains to reach 500 by the end
of 2023.

Paperless office « Achieving a paperless office by 2030 up to the

legal thresholds
Increasing the recycling rate of - Increasing the recycling rate of operational waste
operational waste to 50% by 2030

- Completion of biodiversity survey by the end of

2023
- Completion of water-focused risk analysis by the
Completion of biodiversity and end of 2023
water-focused risk analysis - Completion of CDP “Water Security” questionnaire
in 2024
- Development of a Biodiversity Action Plan by
2025
EDUCATION ON SUSTAINABILITY
Using TCFD guidelines in our « Implementation of TCFD reporting guidelines in

Sustainability Strategy our reporting structure from 2023

Implementation of an employee - Development of an employee education program
education program on sustainability issues by 2025

Obtaining an EcoVadis ESG

. - EcoVadis assessment from 2024
rating

CSR STRATEGY WITH ESG FOCUS

Our 2022 report for this year already
includes the TCFD guidelines.

« ElImproving Health, Safety and Environmental
Protection (HSE) Culture: Retaining O LTIF
Keeping work-related (number of lost time work injuries per 1 million
accidents low hours worked) for own employees
- Extending the O LTIF target to non-ALTEO
employees by 2025

Development of a CSR plan - Development of a detailed CSR plan by 2023
Promoting CSR activity among - At least 500 working hours/year of CSR activity at
employees ALTEO Group level to be achieved by 2025

Further enhancing cybersecurity « Introducing ISO 27001 by the end of 2023

® Completed [ ] Ongoing, on schedule

"Defined in line with EU decarbonization targets “In line with EU Taxonomy

| ] Delay in meeting the due date

The target was met, and in November 2022
we reached another milestone, crossing
1,000 days without any work-related
accidents resulting in working days lost. We
will continue to set this target

year after year.

In 2022, our colleagues did 512 hours of
volunteer work during the Group's first
volunteer days.

The Sustainability Strategy was discussed and approved by ALTEO's Green Committee on October 26, 2022, and the status of
the targets set along the strategy are presented and reviewed on an ongoing basis at the Committee’s quarterly meetings.
Our integrated report is a key element of our ESG approach, providing transparency and comparability of our Company's
activities year on year. We aim to further strengthen this transparency by incorporating TCFD reporting requirements,

publishing the EU Taxonomy Report and our detailed Sustainability Strategy.
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This document is the 2022 Annual Integrated Report of ALTEO
and the ALTEO Group. Its aim is to present our sustainability
and transparency efforts and consolidated financial data to
all our stakeholders. We want to present the activities of the
whole Group in a balanced and transparent fashion and, to
this end, sustainability data collection is implemented at our
acquired companies as part of their integration. As far as this
year's Integrated Report is concerned, we need to point out
that since FE-GROUP was acquired in September 2022, the
integration of sustainability data reporting at that company
will be completed with the preparation of next year's
Integrated Report, and as such FE-GROUP data will be
presented for the first time in the 2023 report.

The report presents key events and results for the period
between January 1 and December 31, 2022, along with the
economic, environmental and social impacts thereof,
compared with data from previous years (2019-2021) for
traceability.

The Sustainability Report of the ALTEO Group is presented in
accordance with the Global Reporting Initiative (GRI)
Standards framework, in line with the 2021 requirements of the
framework. Following the principles of the standard, we also
present at least one disclosure on important issues in addition

to the mandatory core indicators based on the results of the
materiality analysis indicated in Chapter 2.2 of our report, and
this will make the Company's report more

straightforward and transparent. In the wording of the report,
we aim to be clear, to explain technical terms, if there are
any, and to provide context. As this is our fifth integrated
report, preceded by four previous integrated reports and two
sustainability reports, we rely on these previous materials for
definitions of certain terms and previously published content,
as well as references to information on our website for
readability, which we refer to in live links.

Starting from this year, the TCFD (Task Force on Climate-
related Financial Disclosures) guidelines have been taken
into account in addition to the GRI International Framework,
when we prepared the report, a summary of the guidelines is
inserted on page 97 of the report.

This Integrated Report has been drawn up with the assistance
of Deloitte Zrt. as a consultant, while BDO was engaged to
provide limited assurance.

If you have any comments, recommendations and other
remarks in connection with our Integrated Report or the
operations of ALTEO Group, please send them to
fenntarthatosag@alteo.hu. We will take them into account
for the next report.

Ll P

21 INTRODUCTION OF KEY
STAKEHOLDER GROUPS

Our stakeholders are given priority and are always treated as
partners, as they provide important information on our
performance and the environmental, economic and social
factors that shape ALTEO's value-creation processes. Our
stakeholders also play a key role in determining the content
and focus of our annual integrated report.

2-29

Feedback from our stakeholders come to us through a variety
of channels. Customer satisfaction surveys are conducted
with annual frequency, and the results are analyzed and

assessed as part of the management reviews. Maintaining the
high quality of our evaluations is our primary objective, so as a
result of the evaluation, corrective actions are formulated, the
results of which are monitored and subsequently assessed,
and presented and adopted at the next management review.

We have identified the key stakeholder groups that have the
appropriate information to evaluate our activities, either locally
or by industry. Our list of stakeholders was identified through
interviews with the Executive Board.



W

Introduction of key stakeholder groups

STAKEHOLDER
GROUP

AUTHORITIES,
SUPERVISORY
BODIES

SHORT DESCRIPTION OF RELATIONSHIP

EQur primary goal is to discharge our obligations
related to authorities, and to ensure full compliance
with legal requirements. To ensure transparency
and shared value-creation, we seek to engage
representatives of concerned authorities in our
activities beyond official events and mandatory
consultations, multiple times per year.

CAPITAL CREATED
THROUGH THE

STAKEHOLDER
RELATIONSHIP

Natural

SPECIAL REQUEST

AIMED AT
REPORTING

Yes

SHAREHOLDERS
AND INVESTORS

ur owners represent one of the most important
stakeholder groups. As a publicly traded company,
we maintain a continuous and active relationship
with all our shareholders, through written commu-
nications and regular general meetings.

Financial

Yes

OUR CLIENTS

Client-oriented operation, quality service and safe
work are fundamental values for us. We are in
constant contact with our customers, proactively
seeking feedback and conducting satisfaction
surveys.

Financial,
Production,
Intellectual

Yes

OUR EMPLOYEES

We are also in close contact with our expanding
team through performance reviews, career plan-
ning and periodic assessments.

Production,
Human, Intellectual

Yes

SUPPLIERS AND
SUBCONTRACTORS

Proactive, cooperative communication is key to our
partnerships based on mutual trust and respect.
Ensuring compliance with legal and business ethics
is top priority in our relationships with suppliers and
subcontractors.

Production

Yes

LOCAL
COMMUNITIES,
NGOS

\We become active members of our communiti-
es, both at the operation sites and in our broader
environment. Given the business in which we work,
our aim is to build and maintain a long-term, open
relationship.

Social,
Community

Yes

MEDIA

It is important for us to present our successes,
achievements and development plans in a transpa-
rent way, to which end we also regularly communi-
cate various members of the press and media.

Social,
Community

Yes
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22 MATERIALITY ASSESSMENT

3-1.3-2
The Integrated Report aims to present our environmental,
business and social impacts to our stakeholders.

The practice of selecting material topics did not change
between 2018 and 2020, but in 2021, a new materiality
assessment was carried out with the involvement of selected
stakeholders, during which the material topics identified were
reviewed by the ALTEO Green Committee in relation to the
2022 report. Based on the above, all topics are still consi-
dered material for the company's stakeholders, but certain
topics (Occupational health, Occupational health and safety,
Waste generation, Report on energy efficiency targets) are
rated higher than last year in terms of impact on ALTEO's
business success, while some topics are rated lower (Client

data protection; Innovation aimed at improving products and
services; Anti-corruption). One topic has been added to the
list of material topics (Protection of biodiversity). The positive
and negative impacts on the environment, society and
economy have also been taken into account and incorpora-
ted in the review of the topics. The finalized list of material
topics has also been approved by ALTEO's top management.

The limits of the material topics have been defined in
accordance with the control exercised by the ALTEO Group,
meaning that all achievements and results to which ALTEO
Group contributed in a decision-maker and implementer role
are part of the report.

STEPS OF THE MATERIALITY ASSESSMENT:

1. Assessment of our environmental, social and economic
impacts: \ith the help of experts, we have identified and
prioritized, through a self-assessment process, the areas

and topics where the ALTEO Group and our value chain can
have a direct or indirect impact. In addition to industry trends
and general key economic factors, the impact assessment
also took into account international regulatory and voluntary
requirements, as well as the ALTEO Group's goals, values and
management approach.

2. Stakeholder analysis:

After mapping out our external and internal stakeholders, we
conducted an anonymous online survey in 2021 to gauge

the views of our stakeholders. As a result of the assessment,
we identified the issues that stakeholders consider to be the
most important, and also their expectations regarding the
topics presented in the Integrated Report. In addition to issues
of general relevance, we also highlighted areas of particular
importance for certain stakeholder groups, and these are also
reflected in the Integrated Report.

3. Materiality matrix:

The materiality matrix was compared with the results of the
2021 materiality assessment by ALTEO Group experts in res-
pect of the new economic, environmental and social impacts
identified, and these were then assessed according to their
impact on stakeholder opinions and decisions, and the extent
of the Company's economic, environmental or social impacts.
On the basis of this assessment, the topics were arranged into
a matrix.




Similarly to last year, the results of our materiality assessment are presented in the external sustainability context set by the UN
Sustainable Development Goals.

Materiality matrix
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( N ' 6. ANTI-CORRUPTION

7. CUSTOMER PRIVACY

8. INSTALLED CAPACITY
9. INNOVATION AIMED AT PRODUCT AND SERVICE IMPROVEMENT

10. THE TOTAL AMOUNT INVESTED IN RENEWABLES AND THE VOLUME OF ENERGY
PRODUCED FROM RENEWABLES
11. REPORT ON ENERGY EFFICIENCY OBJECTIVES

CLEAN WATER
AND SANITATION

12. WATER AND WASTEWATER
E 13. PROTECTION OF BIODIVERSITY
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INDEPENDENT ASSURANCE REPORT
To the management of Alteo Nyrt.

This report has been prepared in accordance with the terms of our contract dated 30 June 2020 in order that we
accomplish the independent external party examination of ALTEO Nyrt’s Integrated Report 2022 document
(hereinafter ,,Report”) presenting the non-financial performance and sustainable operation of ALTEO Nyrt.

The responsibility of ALTEO Nyrt’s management

ALTEO Nyrt. is responsible for the preparation of the Report in accordance with the criteria of Core option of
Global Reporting Initiative (GRI) Standard as described in the guideline to the Report.

This responsibility includes the selection and application of appropriate methods to prepare the Report and the
use of assumptions and estimates which are reasonable in the given circumstances.

The scope of the examination, its criteria and limitations

The aim of this limited assurance engagement is to express a conclusion whether the selected information and
data of the Report prepared for the year ended 31 December 2022 are prepared by the management of ALTEO
Nyrt. in line with the GRI criteria.

The limitations of our examination
The scope of our examination referred to solely the sustainable performance indicators stated in the Report.

During our examination we have not fully examined all the sustainability data and information stated in the
Report. Our examination solely included the compliance of the data reporting procedure with GRI principles and
the sample-based testing of the data sources of the selected indicators.

Our examination of numerical data included in the Report was limited to the following sustainability indicators
together with the testing of the data sources.

302-1: Energy consumption within the organization

-4: GHG emissions intensity

Waste generated

wverage hours of training per year per employee

EU11: System efficiency - average production efficiency

The examination of the other numerical data presented in the Report has not been performed. We have not
examined previous years’ data and trends relating to performance indicators presented in the report. Our report
has been prepared solely for the purpose described in the first section of this report.

Our responsibility

Our responsibility is to report based on our work about the selected data and information included in the Report
of 2022.

We prepared our report solely for the purpose of disclosing it in the documents of ALTEO Nyrt., and we do not
accept any responsibility for any third party usage of the documents published as a result of this examination.

We conducted our engagement in accordance with the International Standard on Assurance Engagements 3000
”Assurance Engagements Other than Audits or Reviews of Historical Financial Information” (”ISAE 3000”). This
standard requires that we comply with the ethical requirements as well as plan and preform the assurance
engagement to obtain limited assurance whether the selected information and data included in the Report of
2022 has been prepared, in all material respects, in accordance with the GRI criteria.
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Summary of the work performed

The verification process, the examination of the Report have been prepared complying with ISAE3000, in
accordance with the Electric Utilities and the Oil and Gas Sector Supplements of GRI Standard guideline.

Procedures performed

1. Assessment of the GRI in accordance with Core level:
« Examination of the completeness and appropriate application of the indicators used in
the Report;
«  Examination of the definitional use of GRI indicators stated in the Report;
*  The evaluation of the compliance of the Report with GRI principles.
2. Data level assessment of selected indicators, providing limited assurance:
«  Examination of the proper collection of basic data, examination of on-site aggregation
and conversion of basic data, examination of the adequacy of data provision;
*  Checking whether the data was generated according to the definition of the respective
indicator.
3. To confirm and to complete the statements above, we have conducted the following interviews at
the organizational units selected relating to the Report of 2022:
e Sustainability and HSE
e Energy production, Operation and Maintenance
e Energy retail, Energy trading and Control Center
*  Human Resources

In the engagements providing limited assurance, the evidence-gathering procedures are more limited than the
ones applied for a reasonable assurance engagement, therefore less assurance is obtained than in case of a
reasonable assurance engagement.

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for our conclusion.
Conclusion

Based on our limited assurance engagement, nothing has come to our attention that would cause us to believe
that the selected information and data of the Report have not been prepared, in all material respects, in
accordance with Core option of GRI Standard criteria, and the Report would not comply with the GRI criteria.

Budapest, 30 March 2023

BDO Hungary Audit Ltd.
1103 Budapest, Kéér utca 2/A
Registration number: 002387
Péter Kékesi
Certified Auditor
Chamber registration No.: 007128

Andras Schillinger

This is the translation of the original Hungarian statutory report. In case of any discrepancies, the original Hungarian
version prevails.
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CHAPTER 3 .

RESPONSIBLE
CORPORATE GOVERNANCE
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- We have reviewed and developed our new five-year business strategy (2022-2026)

+ The ALTEO Green Committee was established, with the primary objective of preparing, monitoring and
implementing ALTEO's sustainability strategy at company level

+ Compliance continues to play a key role in the life and objectives of our Company, as evidenced by the fact that no

ethics complaints were filed in 2022 either

+ We have amended our Code of Ethics to place even greater emphasis on the role of a working environment

developed based on employee feedback.

+ In order to consider climate risks in the long term and integrate them into our corporate risk management
strategy, we have prepared our first scenario analysis based on a TCFD approach.

31 CORPORATE STRATEGY
AND BUSINESS MODEL

The electricity sector in Hungary and Europe is undergoing

a major transformation. Energy prices have already been rising
in different parts of the world since 2021, but Russia's

invasion of Ukraine has exacerbated the situation. At the same
time, companies must also meet the growing expectations of
various stakeholders (customers, investors, legislators,
consumers) in terms of environmental and social value
creation. These trends serve as guidelines for our corporate
strategy, which in all cases covers a five-year period and is
reviewed annually.

Innovation continues to drive our operation, alongside
sustainability, and it is important to keep an eye on the 2022
changes affecting the energy market. These have been taken

IDENTIFIED MACRO TRENDS

Sustainable and decentralized
energy production is becoming
increasingly important

Growing demand for
electricity
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into account in the review of our business strategy, resulting in
the formulation of our vision, plans and objectives for the
period 2022-2026. Our updated strategy includes
sustainability among the strategic priorities set out in four

key areas (energy production and production management;
renewable energy developments; energy services; energy
trading). In addition, we have identified the further
development of the waste management and e-mobility
segments, which represent circular economy trends, as an
opportunity that goes beyond our current strategy.

The strategy includes the various macro-trends affecting the
energy sector and the Group's specific strategic responses to
them. The detailed strategy is available on our website

OUR STRATEGIC RESPONSES

Focus on sustainability

- Further expansion of the renewable power plant portfolio

+ Development of the renewable production management (RPM)
business

- Supporting circular economy: waste management and e-mobility

+ Development of the Virtual Power Plant

+ Capacity expansion alongside renewables (power plants, energy
storage)

- IT development of real-time autonomous response capabilities

+ (ARTEMIS Project)
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https://investors.alteo.hu/en/reports/investor-presentations/alteo-2022-2026-revised-strategy-2022-01-17/

ALTEO Group continues to observe the following three criteria in its operations, developments and investments:

Energy efficiency ensures that
our services are provided
economically and preferably
with a low burden on the
environment.

Secure energy supply is crucial
for us to be perceived as a valued

service provider.

OUR ACQUISITION PLANS
TO IMPLEMENT THE STRATEGY

ALTEO has made a binding takeover bid to the owners of
Energikum Zrt. to acquire shares representing 100% of the
share capital of Energikum Zrt. Energikum Zrt. holds the
business quota representing 99% of the issued capital of
Energigas Kft., which is the owner of the biogas plant in
Nagykéros. ALTEO is currently the 1% minority shareholder

of Energigas Kft. and, furthermore, ALTEO also operates the
Nagykérds biogas plant, which produces electricity from
biomethane generated from organic waste. The potential
acquisition of the biogas plant with a nominal electricity
generation capacity of 2 MW is fully in line with the Company's
strategy and will also strengthen ALTEO's role in the circular
economy. It is worth noting that the produced biomethane

is suitable, under certain conditions, to be a substitute for
natural gas and can even feed into the natural gas distribution
system. This represents valuable potential for appreciation in
the future.

In connection with the above, ALTEO also made a binding
takeover bid for the acquisition of the business quota
representing 33% of the issued capital of ECO-FIRST, in which
ALTEO is already a 67% shareholder. ECO-FIRST is an active
player in the trade of waste and, as such, plays an important
role in the procurement of raw materials for the Nagykéros
biogas plant.

Finally, on March 10, 2023, ALTEO as buyer concluded a share
purchase contract with the owners of Energikum for the
purchase of shares representing 100% of Energikum's share
capital, and a business quota purchase contract for the
purchase of the business quota representing 33% of ECO-
FIRST's issued capital. The conclusion of the share purchase
contracts represents only one step of the whole process. The
ownership of the shares representing 100% of Energikum's
share capital and the business quota representing 33% of
ECO-FIRST's issued capital will be transferred to the Company
once the conditions precedent stipulated in the contracts

are met. The acquisition of Energikum also requires obtaining
the approval of the authorities and the bank involved in the
financing of Energigas.
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Our climate awareness is our
responsibility we feel for future
generations and goes beyond
the mitigation of environmental
nuisances.

INNOVATION AIMED AT PRODUCT
AND SERVICE IMPROVEMENT

An innovative approach is a key aspect of our projects. To
date, we have won funding for two energy storage projects to
investigate the feasibility of using weather-dependent energy
sources, and we have built one energy storage facility at the
Furedi utca Heating Power Plant and one at the Kazincbarcika
Heating Power Plant. These key projects could be the answer
to the big challenges of the future, as one of the biggest
problems for renewables today is the storage of the energy
produced. We have completed our first electrical boiler at the
Sopron Power Plant as part of the KFI3 R&D grant. Our plans
include installing additional electrical boilers at our power
plants.

[ALTEO-2] For more information on our innovation-related
research and development (RDI) grants and expenditure, see
page 103 of our financial report (Section IV.25).
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32. CORPORATE GOVERNANCE

2-9,

In line with our aim to create value for our stakeholders, one of our priorities is to translate sustainability values and principles
into corporate governance practices. Raising the awareness of management and integrating sustainability goals into
management incentive schemes are key aspects of our corporate governance. The Integrated Management System (IMS) is
the fundamental document of our operation, in which the Company's management commits itself to providing quality services,
ensuring safe work environment, energy efficiency, the protection of environment, and sustainability.

STRUCTURE AND COMPOSITION OF CORPORATE GOVERNANCE

2-9, 2-10, 2-11, 2-12 The rules governing the appointment and removal of senior
The information in this Chapter reflects the situation as at executives. and the amendment of the Articles of Association
December 31, 2022 and, therefore, does not include the are laid down in ALTEO's Articles of Association and Act V of

proposals of the Extraordinary General Meeting to be held on 2013 on the Civil Code (Civil Code). The Articles of Association

April 3, 2023 and any decisions that may be taken on the basis of the Company are available on the Company's website and

of such proposals, which may have an impact on the following.  at other display points (www.investors.alteo.hu; www.bethu;
www.kozzetetelek.hu).



CORPORATE GOVERNANCE

General Meeting

Supervisory Board

Audit Committee

Executive Board

Board of Directors .

Managers

MANAGEMENT

GENERAL MEETING

The General Meeting® is the chief body of ALTEO Nyrt., which
consists of all shareholders. It has an exclusive responsibility
to make decisions regarding the management and operations
of ALTEO Nyrt. The Board of Directors convenes the General
Meeting at least once a year. The resolutions of the General
Meeting and their detailed description are included in Section
1.16.1 of the Annual Report.

Board of Directors

2-14

The Board of Directors is the managing body of ALTEO Nyrt.

It exercises its rights and duties as a single body, its members
are legal representatives (senior executives) of ALTEO Nyrt.
The Board of Directors coordinates and manages ALTEO
Group, provides guidance and defines ALTEO Nyrt's business
and development concept. The Board of Directors consists of
at least three natural persons and elects its chairperson from
among its members. The Chairman of the Board of Directors
is an external (so-called non-executive) member and does
not participate in the operational management of ALTEQO. The
majority of the members in the Board of Directors (3 out of 5)
is a non-employee member, which ensures the independence
of the body from the work organization. The members of the
Board of Directors are elected by the General Meeting for a
fixed term of up to five years. There are currently five
members, whose term of office expires on April 30, 2025.

The Board of Directors coordinates and manages ALTEO
Group, provides guidance and defines ALTEO Nyrt's business
and development concept. The Board of Directors also
approves the annual integrated report and the list of

materiality topics included therein. ALTEO's Board of Directors
also supervises the Group's climate strategy, sustainability
objectives and climate-related risks.

The Board of Directors has been authorized by the General
Meeting to make decisions on the basis of its own powers,
subject to the limits of the authorization. These authorizations
are presented in detail in Section 1.13.4 of the Annual Report.

The key decisions made by the Board of Directors in 2022 are
presented in Section 1.16.1 of the Annual Report. Key events
under company law in relation to the Subsidiaries are
described in Section 1.16.2 of the Annual Report.

In March 2023 Board members Zsolt Mullner, Gyula Mezé,
Ferenc Karvalits and Domonkos Kovacs submitted their letters
of resignation from their seats on the Board to the Chair of the
Board of Directors. The resignations relate to the transaction
described in the Company's announcement of December

17, 2022 and in the section on the statutory public takeover
bid, whereby MOL RES Investments Zrt, Fénix Private Equity
Fund managed by Diofa Alapkezelé Zrt., and Riverland Private
Equity Fund managed by Indotek-Investments Zrt. signed
share purchase contracts with WALLIS ASSET MANAGEMENT
Zrt., ALTEO's majority shareholder, on December 16, 2022

for the purchase of ALTEO ordinary shares held by WALLIS
representing a total stake of 61.557%. The resignation letters
take effect upon their acceptance by the General Meeting of
the Company and the election of new Board members; and
accordingly, an Extraordinary General Meeting was convened
for April 3, 2023

10. For more details on the General Meeting see page 38 of the 2021 Integrated Report.
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SUPERVISORY BOARD

ALTEO Group's operation is supervised by the Supervisory
Board (SB). Its objective is to ensure the protection of the
owners' interests as well as to supervise the management of
ALTEO Nyrt. The current members of the SB, whose mandate
expires on April 30, 2025, were selected based on their
expertise and industry knowledge.

AUDIT COMMITTEE

The Audit Committee (AC) assists the SB in overseeing the
financial reporting system, in the selection of the statutory
auditor and in cooperation with the statutory auditor. The Audit
Committee has the right to request information from members
of the Board of Directors or senior executive employees of the
ALTEO Nyrt. The addressees are required to provide written
answers. The Audit Committee consists of three members,
who are elected by the General Meeting from among the
independent members of the Supervisory Board. The term of
office of the members of the Audit Committee expires on April
30, 2025.

EXECUTIVE BOARD

2-13, 2-17

The Executive Board is responsible for the Company's
operational management, and currently it has five male

and one female members. ALTEO Group's commitment to
sustainability is also underlined by the fact that the Executive
Board includes the Deputy CEO for Sustainability and Circular
Economy as a representative of the ESG approach. The
Executive Board is responsible for ALTEO Group's operational
leadership in accordance with the Company'’s strategy,
cost-effective operation, quality service delivery, provision

of healthy and safe working conditions and environmental
protection, complying with current legal requirements and
the company's own Integrated Management System (IMS)
requirements.

At the management overview convened once annually by the
CEO, the management reviews and assesses fulfillment of the
above requirements and defines development opportunities
for the future. During the overview, the management monitors,

MAJOR CHANGES AFFECTING THE
ORGANIZATION IN 2022

2-6

+ Adoption of new remuneration policies under the ESOPn
Our fundamental objective is to promote the future
improvement of innovation-based economic performance,
and we have a related interest in strengthening the
performance and loyalty of our employees. Several ESOP
remuneration policies have been adopted in recent years,

and based on the experience gained, we have concluded

that remuneration under the ESOP is suitable to achieve the
objectives outlined above, and we have concurrently adopted
several remuneration policies in 2022 to ensure long-term and
predictable remuneration. The purpose of the adopted ESOP
remuneration policies is to implement a remuneration system
that is in harmony with ALTEO's business strategy and is aimed
at improving the performance of the ALTEO Group and hence,
increasing shareholder value, in line with the related HR
strategy, ALTEO's long-term interests and corporate values,
while also providing employees and associates with an
attractive long-term incentive program. The ESOP

among others, fulfillment of the tasks outlined in the Quality,
Energy and HSE objectives and programs and sets new tasks
where necessary.

AUDITOR

In accordance with current regulations, ALTEO Nyrt. is required
to have a statutory auditor. In 2022 this role was delegated to
BDO Magyarorszag Kft.

THE ESTABLISHMENT AND ROLE OF THE
GREEN COMMITTEE

2-14

The Green Committee established in 2022 is an advisory
body to the CEO, and plays a key role in integrating ESG
considerations into corporate decision-making. Members

of the Green Committee are appointed and recalled by the
CEO. Membership lasts until recall, but no later than the
termination of the Green Committee member's employment
relationship. The main criteria for nomination for membership
are that the areas of Sustainability and HSE, Controlling, HR,
Energy Production and Services, Production Management
and Business Development, M&A and Capital Markets, Legal,
Ethics, Compliance and Control, and the Supervisory Board
be represented. Members of the Green Committee may be
recalled at any time.

The Green Committee meets quarterly, and its primary
purpose is the preparation, monitoring and corporate
implementation of the Company's sustainability strategy

and efforts. A board of senior officers and experts monitors
and approves corporate policies and long-term objectives
for sustainable development and ensures that the ESG
approach and climate risks are kept on the agenda. The Green
Committee also ensures that sustainability is consistently
represented in ALTEO Group's external relations. The
committee reviews the integrated report and approves its
content in terms of consistency with sustainability objectives.
The Green Committee informs the Board of Directors on
sustainability and ESG trends, and prepares an annual report
on the implementation of ESG activities and the progress of
approved programs.

remuneration policies also improve employee engagement
and involve employees in representing ALTEO's values by
making their remuneration subject to an increase in corporate
performance and, consequently, to an expected increase in
shareholder value.

* Review of the credit rating

In 2019 and 2020, we issued bonds twice under the Bond
Funding for Growth Scheme (hereinafter: “Program”)
announced by the Central Bank of Hungary (Magyar Nem-
zeti Bank, hereinafter. “"MNB"). In 2022, Scope Ratings GmbH
carried out the annual review of the credit rating of ALTEO's
bonds issued as part of the Program, as a result of which bond
credit rating was confirmed at BBB-, four grades above the
minimum required by the MNB. The credit rating agency also
confirmed both the BB+/Stable issuer credit rating of ALTEO
and its S-3 short-term debt rating. In addition, the credit rating
agency assessed positively the Company's business model

in terms of ESG in several aspects, noting among others that
the Virtual Power Plant (providing systemic balancing energy)
has a potential to contribute to the uptake in power plants
which rely on weather-dependent renewable (primarily wind
and solar) energy sources, as it provides spare capacity and



balancing energy for the protection of the stability of the
Hungarian electricity system. The report of the credit rating
agency is available on the link below: https://scoperatings.
com/ratings-and-research/rating/EN/171589

+ Launch of a bond scheme

2022 szeptemberében arrol tajekoztattuk a befektetodket,

In September 2022, we informed investors that we intend to
launch a HUF 20 billion bond scheme starting from Fall 2022,
which, based on the strategy updated and published

in January 2022, is primarily aimed at providing the necessary
funds for growth, as well as to partially finance increased
working capital needs and increase the safety reserves in
order to ensure that we can respond with maximum flexibility
to future opportunities and challenges afforded by
exceptional market conditions. In this context, on October 10,
2022, we published the Basic Information Memorandum for
the bond program and the Final Terms and Conditions relating
to the ALTEO 2024/1 Bond at the official disclosure points and
also sent them directly to the qualified investors invited to
participate.

Following the postponement, the Board of Directors of the
Company decided not to exercise the option to issue bonds in
connection with the ALTEO 2024/1 Bond, taking into account
the available sources of financing and the terms and
conditions thereof at the time of the decision and possibly in
the future.

+ Green Financing Framework

A ALTEO started working on its Green Financing Framework in
2022, and the framework was published on March 1, 2023. With
this, the Company created a possibility to issue green bonds

or to take out green loans to finance the greens objectives set
out in the framework. ALTEO also emphasizes its sustainability
efforts through its qualified Green Financing Framework and
other related commitments. Both the framework and the expert
opinion are available on ALTEO's website:.

- Long-term trade, economic and financing agreements
ALTEO and BC-EROMU Kft. agreed with regard to the
operation and maintenance contract they concluded on
September 29, 1999 as amended from time to time that,

in order to continue their mutually beneficial long-term
cooperation, they would conclude another long-term
operation and maintenance contract for a term of 15 years
following the expiry of their previous contract, and that
contract was signed on January 4, 2022. The new contract
secures energy supply for one of the major industrial
companies in Hungary, BorsodChem Zartkorten Mikodd
Részvenytarsasag (registered office: H-3700 Kazincbarcika,
Bolyai tér 1, company registration number: Cg. 05-10-000054),
reinforcing ALTEO's leadership in the B2B energy service
sector. Pursuant to the contract, in accordance with the terms
and conditions therein, ALTEO will operate and maintain the
power plant and steam boiler owned by BC-Erému Kft. until
December 31, 2036.

ALTEO and BC Power Kft. have come to an agreement that the
long-term (14 years) operation and maintenance tasks of the
small-scale gas turbine cogenerated heat and electricity
producing power plant - with an electrical capacity of 49.9
MWe - implemented as an investment project of BC Power
Kft. will be carried out by ALTEO, with the related contract
signed on October 6, 2022. The new contract secures partial
energy supply for BorsodChem Zrt. a major industrial
company in Hungary, reinforcing ALTEO's leadership in the
B2B energy service sector. Pursuant to the newly signed
contract, in accordance with the terms and conditions therein,
ALTEO will operate and maintain the power plant owned by
BC Power Kft. until December 31, 2036.

+ EU Taxonomy-compliant loan agreement

Two members of ALTEO Group and K&H Bank Zrt. concluded
the first loan transaction of ALTEO Group that is fully compliant
with the so-called Taxonomy Regulation, which entered into
force in 2022. Under the agreement, K&H Bank Zrt. provides

a loan of HUF 4 billion (approximately EUR 10.3 million) for the
purpose of partially refinancing the wind farm of ALTEO Group
with a total integrated capacity of 47.5 MW. The loan was
disbursed on January 31, 2023.

- Statutory public takeover bid

On December 17, 2022, the Company received the statutory
public takeover bid of MOL RES Investments Zrt. as
designated offeror under Section 68 of the Capital Market Act,
for all series ‘A’ ordinary shares - as specified in the Bid - of
ALTEO Nyrt. issued by the Company with a face value of HUF
125 (that is twelve point five) each. The objective of MOL RES
Investments Zrt., Fonix Private Equity Fund and Riverland Pri-
vate Equity Fund (hereinafter jointly the “Acquirers”) is to gain
a controlling interest and joint control over ALTEO and,

in addition to the above, the Acquirers took the following
steps on December 16, 2022 to acquire a controlling interest
and joint control over ALTEO:

- Each of the Acquirers has separately signed a share
purchase contract with WALLIS ASSET MANAGEMENT Zrt.,
the majority shareholder of ALTEO, to purchase ordinary
shares representing 3.330% of ALTEO's share capital and
9.990% in total. This transaction was closed in December
2022.

- To ensure that the Acquirers can acquire the entire 61.557%
block of ALTEO shares currently held by WALLIS ASSET
MANAGEMENT Zrt,, the Acquirers subsequently signed
an additional share purchase contract with WALLIS ASSET
MANAGEMENT Zrt.to purchase ALTEO ordinary shares
representing an additional 51.567% participation held by
WALLIS ASSET MANAGEMENT Zrt., which will be divided
equally among the Acquirers.

After the necessary permits were obtained, the bid
acceptance period started on February 10, 2023 and was
closed on March 13, 2023. As part of the closing process a
valid declaration of acceptance was made in respect of a total
of 2,438,442 ALTEO Nyrt. ordinary shares, representing 12.237%
of the voting rights in ALTEO Nyrt.

As a result of the successful statutory public takeover bid
procedure, with the execution of the transactions referred to
in Section 2.5.2 of the statutory public takeover bid, MOL RES
Investments Zrt. acquired 4,902,536 shares, Fénix Private
Equity Fund acquired 4,902,535 shares and Riverland Private
Equity Fund acquired 4,002,535 shares on March 21, 2023, thus
the Acquirers' joint share increased to 73.791, while their cont-
rol over the own shares of ALTEO Nyrt. increased to 73.807%.

+ Other events

Other events not listed above, in particular own share
transactions, the acquisition of shares by ALTEO's ESOP
Organization, long-term or significant financing agreements,
events after the reporting date are detailed Section 1.16 of the
Annual Report.


https://alteo.hu/sustainability/reports-facts-data/green-financing-framework/?lang=en

33. COMPLIANCE

2-24

The Company's regulatory regime was designed to

ensure transparent operation. In line with this, we have defined
the framework for our business activities, documented our
processes, and set the conditions for cooperation between
business functions, clearly defining tasks and their respective
responsibilities.

The Compliance Management System (CMS) is designed to
ensure compliance with laws, internal rules and the Group's
Code of Ethics in respect of the entire Group.

Compilance
Risks

%

Business Ethics

Compliance
Management
System

Anti-corruption
program

205 (3-3)

The CMS fundamentally provides a supportive, preventive and
control function to prevent damage and abuse and minimize
risk across the entire operation of the Company. The CMS
covers four main areas in the Company: business ethics,
security (data protection, information security, property
protection, human risk management), anti-corruption program
(fraud and corruption-free operation, business partner control,
conflict of interest), compliance risk management (legal and
internal regulatory compliance, annual compliance risks)

O

Security

Y

11. For more information, please visit the website: https.//alteo.hu/fenntarthatosag/felelos-vallalatiranyitas/etika-compliance-es-kontroll/
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BUSINESS ETHICS

2-23

In all our business activities and in our dealings with
stakeholders, we act in accordance with the principles
of ethics.

We provide our employees with a working environment based

on mutual trust, respect for others and respect for their dignity.

We respect our employees' right to freedom of religion,
freedom of assembly, right to rest, leisure and regular paid
leave.

High priority is given to the personal and professional
development of our employees, to which end we organize

The pillars of the Company's business ethics:

Human
rights

Respect for others,

honesty
\zfl\i I
Effectiveness

CODE OF ETHICS
2-23

When formulating ALTEO Group's Code of Ethics, we wanted
to create a useful guide that would offer help and protection
to our employees and provide information to our partners
about the standards of behavior represented and required by
our Group.

The standards established in the Code of Ethics impose hig-

her requirements on Group employees compared to existing
laws.
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s

individual trainings or group workshops. We are committed to
the principle of fair and compliant employment and
remuneration. Salaries and fringe benefits are reviewed on
ayearly basis.

We base our relationship with and among our employees on
the principles of human rights and tolerance. We are
committed to prohibiting and preventing discrimination, and
consider any form of discrimination or human rights violation
to be a particularly serious ethical violation. In our work and
in our business relationships, we treat everyone with respect,
and in our communications with each other, we respect and
value the opinions and views of others.

Fairness, transparency

Sustainability

Fair market
Practices

Commitment

Expertise and pursuit of
excellence

In 2022, we amended the Code of Ethics to mainstream ESG
aspects, adding a chapter on employment and work
environment to ensure compliance with HR aspects,
emphasizing the ALTEO Group's commitment to a work
environment based on employee feedback. We have
emphasized that we take into account the provisions of certain
international conventions and strive to apply them fully in our
operations. The Company is committed to respecting human
rights. Respect for human rights includes, among others:
non-discrimination, freedom of thought, conscience and
religion, freedom of expression, respect for private and family
life. The Company's Code of Ethics is available on the
Company's website.
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https://alteo.hu/wp-content/uploads/2021/12/Alteo_Etikai-Kodex_2021_10_18_en.pdf

Business partner checks
2-6, 2-23

When vetting business partners, the Company seeks to verify the reliability of the given business, that it actually pursues
activities at its registered office or business sites, has a sufficient number of qualified employees and references, and is capable

of performing the services and activities undertaken.

We continue to favor domestic suppliers, taking into account cost efficiency, so a significant share (94%) of these suppliers
continued to be Hungarian in 2022. We paid HUF 115 billion for services from suppliers, 88% of which went to Hungarian

companies.

205(3-3)

The pre-qualification process was split into three pre-qualification types, thus creating a tiered system of pre-qualification for
firms (simple, basic, complex). We favor companies that meet our ethical (fair and transparent business practices, reject all forms

of corruption and bribery) and sustainability criteria.

Ratio of

Hungarian
suppliers

We also pay particular attention to the pre-qualification of foreign countries both within and outside the EU. Accordingly, we have
identified region-specific areas and issues (respect for human rights, rejection of child labor, acceptance of EU law) to be

assessed during the pre-qualification process.

We perform audit of business partners in accordance with the Compliance Policy and the Pre-qualification of Suppliersproce-
dure. In 2022, we performed the mandatory compliance audit of 19 (13 Hungarian, 6 foreign) companies, and we screened out 6

companies that were deemed to be risky.

Whistleblowing hotline
2-16, 2-26

The Company has had a whistleblowing hotline since 2016.
Both employees and business partners can report suspected
Code of Ethics violations in the Company's operations through
an online reporting system, via email or by telephone. Reports
are always investigated in accordance with our internal rules
of procedure. We place great emphasis on ensuring that
whistleblowers do not suffer any form of retaliation or
discrimination, even if after a bona fide report no illegal or
inappropriate practices are identified. The online version of the
whistleblowing hotline is available 24 hours a day, 7 days a
week, for both employees and non-employees.

Our whistleblowing system is available on multiple platforms.

Employees' awareness is regularly raised to the possibility of
reporting. No ethics notifications were received in 2022.
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WHISTLEBLOWING HOTLINE

@ TELEPHONE: +36 1 236 8055

WEBSITE: https://alteo.hu/fenntarthatosag/felel-
os-vallalatiranyitas/etika-compliance-es-kontroll

E-MAIL: etika@alteo.hu, compliance@alteo.hu

@ MAILING ADDRESS: H-1033 Budapest, Korhaz utca 6-12.
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Compliance with legal regulations and policies

2-27

ALTEO operates in full compliance with national and EU laws.
When developing the ALTEO Group's regulatory regime,

the priority was to establish and ensure the conditions for
transparent operation within the organization, a framework for
business operations, cooperation among business functions,
document processes, and provide a clear definition of tasks
and associated responsibilities.

In 2022, we conducted 9 audits (3 new audits and 6 reviews)
in order to comply with laws and internal regulations, and to
detect and eliminate risks arising from processes. The audits
included a compliance assessment of the personal data
processing by HR related to the pandemic, an audit of the IT
organization's processes and an assessment of the complian-
ce of the contracts concluded in 2021-22 with internal rules.
No serious nonconformities were identified, but at the same
time, we made recommendations to improve the efficiency
of certain processes.

In the course of the follow-up of the 2022 compliance audits,
we found that the business areas have completed a significant

3
"

SECURITY

Data protection

418 (3-3)

We provided ongoing support to business areas throughout
the year on arising data protection issues, and we reviewed

all contracts with data protection implications from a data
protection perspective and submitted recommendations for
any necessary changes, including the conclusion of data
processor's contracts where necessary. In 2022, the Ethics,
Compliance and Control Organization reviewed 54 contracts, of
which 20 required a data processing contract due to the nature
of the task covered by the contract.

The data asset inventory has been reviewed for the new organi-
zational units and is in the process of being updated.

We have drawn up ALTEO Group's General Privacy Notice which
sets out the key principles of data processing. The notice is
available on the official ALTEO website. In addition, we provide
ongoing support on data protection-related issues in relation

to ALTEO events, surveys, training, management team building
and questionnaires.

No reports of data breaches were submitted this year.

Client data protection

418 (3-3), 2-24

As data controller, ALTEO's primary task is to define the scope
of personal data relating to natural and legal persons and other

part of the tasks prescribed to them, and that the shortfalls
were duly justified and are in the process of being remedied
by the respective due date.

Conflict of interest

2-15

As part of the onboarding process, in accordance with our
internal rules, all new employees are required to sign a conflict
of interest declaration. The declarations are reviewed and,

if necessary, the employee is consulted on the elimination

of the conflict of interest or the conditions for authorization.

In the event of new contractual relationships, transactions

or other forms of value transfer, affected employees must
specifically declare that there is no business or personal
involvement with respect to the transaction.

In 2022, we reviewed the conflict of interest declarations of
51 new employees, and identified a conflict of interest in 29%
of them; such conflicts were authorized with conditions or
we instructed colleagues to eliminate the circumstances that
gave rise to the conflict of interest.

companies processed by it, the way in which it processes them,
to ensure that the constitutional principles of data protection
and the requirements of data security are complied with,

and to prevent unauthorized access to, alteration, unauthorized
disclosure or use of, data relating to system users. This
obligation is complied with through our IT Policy, which was
issued in September 2016 and amended multiple times since.
More information on measures to protect our customers' data is
available on page 48 of ALTEO's 2021 Integrated Report

418-1

In 2021, there were no incidents resulting in data loss or data
theft, and the Compliance organization did not receive any
related complaints.

Information and cyber security

The corporate governance tasks of information security, namely
providing expert support for information security and related
strategic planning, are the responsibility of the Ethics,
Compliance and Control organization. In 2022, as in the previous
year, we implemented numerous developments in
collaboration with the IT area and the IT service provider to raise
the level of both IT and information security maturity.

In the course of our work, we strive to prevent attacks that
overload IT resources, we collect and analyze logs to detect
targeted malicious anomalies, apply anti-virus solutions,
encrypt workstations and servers, use state-of-the-art
boundary protection solutions, and protect mobile devices.

We have received 43 reports of information security incidents,
phishing, ransomware, online and phone fraud attempts,

which we have investigated and taken action to stop.


https://alteo.hu/wp-content/uploads/2022/04/Alteo-Integralt-ENG-2021-0414.pdf

In order to prepare for the ISO 27001:2022 standard, we
conducted a pre-audit with the aim of successfully
completing the audit by correcting the discrepancies
and eliminating deficiencies.

Pursuant to Section 43(4) of Act LXXXVI of 2007 on Electricity
and Section 100(1b) of Act XL of 2008 on Natural Gas Supply,
an external audit must be conducted to verify the integrity
compliance of the billing system. The IT and information
security requirements laid down in the relevant legal
regulations apply to administrative, physical and logical
protection requirements assigned to the security class of the
electronic information system. Compliance with these
requirements is verified each year by an external auditor under
a statutory mandate. IT system integrity audits are carried out in
3-year cycles, i.e. a comprehensive audit is performed in year 1,
followed by a review in the next 2 years in order to maintain the
integrity certificate. The integrity audit conducted by
HUNGUARD was successfully completed in 2022.

To measure information security awareness by employees,
we regularly checked compliance with our Clean Desk Policy

ENSURING COMPLIANCE

Compliance risk map
205-3

throughout the year, with a result of 80% (the number of
employees who complied with our internal policy)

Physical security

In 2022, a management decision was made to announce a
new call for tenders for the provision of the remote monitoring
service (the installation and operation of security systems) for
both the central office and the business sites already included
and planned to be included in the central remote monitoring
service. The technical terms and conditions and the
contractual scheme of the planned security system were
developed in cooperation with the relevant managers, Central
Purchasing and Legal.

We implemented a uniform reporting system. We deliver
regular monthly senior management reports from the data cul-
led from the system. We issued physical security instructions

to the business sites concerned, updated camera policies and
instructions, and are applying the ‘one card for all' principle, for
which we have developed and operate an authorization system.

To prepare the Compliance Risk Map of ALTEO Group and to eliminate the possibility of corruption, fraud and abuse, we
complete and analyze a Compliance RISK questionnaire in November of each year since 2015. The questionnaire shows the
extent managers are aware of the risks in the areas under review compared with the identified and actual risks of the Company.

The questionnaire covers topics concerning the following five main business areas:

The questions on corporate governance provide answers on how the Company's
management manages risks, what tools, internal rules and organizational structures

CORPORATE GOVERNANCE

are used to fight corruption, fraud and insider trading. How it protects business infor-

mation and how much emphasis it attaches to maintaining the Company's reputa-
tion in its marketing strategy and in its external and internal communications

The topics related to HR policy provide an idea of the adequacy of the Company's

HR POLICY

internal communication, the sharing of in-ternal information, and the emphasis the

Company places on raising awareness and operating in a transparent and regulated

manner.

It determines how the Company regulates the payment and reviewing of invoices,

FINANCE - ACCOUNTING

and the emphasis it places on ensuring that payments are always made in a control-

led, approved and properly documented manner.

As regards publicity, risks related to the regularity of coopera-tion with business

PUBLICITY/TRANSFER OF
INFORMATION

partners, the publicity of the conditions im-posed by the Company (service related

PROCUREMENT

CORPORATE CULTURE
AND ETHICS

expectations), the ap-propriateness of the selection process used for contracts, the
definition of professional competence criteria, can be assessed.

The risk map of the procurement area determines the trans-parency of the procure-
ment processes, the regularity and con-trolled nature of the tendering process, and
the appropriate-ness of the pre-qualification criteria used.

In what ways the Company regulates conflicts of interest and the prohibition of
unlawful benefits, and how important com-pliance with ethical principles in its
operations is considered by the Company, both in relation to its employees and its
business partners. What does the Company does to increase awareness.

The questionnaire was made available to 28 executives. The managers who completed the questionnaire assessed the Group's
compliance at: 86.5%. 10.5% higher than the previous year, the best result in recent years.



Integrated Management System

Risk management is a cornerstone of the ESG-oriented
corporate governance. The establishment of a solid
foundation for IMS and HSE was essential to ensuring that the
ALTEO Group integrates environmental and social
considerations into its daily operations at system level. Years
of work, continuous monitoring, feedback and incorporating
lessons learned have made sustainability a priority at com-
pany level.

2-23

During our activities, we are committed to ensuring that the
quality of our services exceeds customer expectations. In
addition to our core business interests, we pay particular
attention to creating a healthy and safe working environment,
to keeping our surroundings clean, to observing the principles
of precaution, responsible care and prevention, with a
commitment to social responsibility, thus contributing to
sustainable development. We ensure this through our
Integrated Management System (IMS).

IMS is a system integrating four international standards:

+ 1SO 9001:2015 Quality Management System (QMS)

+ I1SO 14001:2015 Environment Management System (EMS)

- 1SO 45001:2018 Occupational Health and Safety
Management System (OHSMS)

+ 1SO 50001:2018 Energy Management System (EnMS) For
ISO 45001 and ISO 50001, we successfully transitioned to
the new 2018 standards in 2020. Our certificates are
available on the website.

The integrated operation of these systems enables ALTEO to
operate at the highest international standards at all times. This
also ensures compliance with current laws and stakeholder
expectations.

Health, safety and environment (HSE)
2-23

We pay particular attention to the environmental and safety
performance of our sites. Excellence in environmental
performance does not stop at complying with applicable
national and EU environmental regulations: it also means
keeping the environmental impact of the energy we produce
to a minimum.

In terms of workplace safety, we have again been an
outstanding performer in the Hungarian energy production
sector, with no serious work accidents at our sites. We are
including more details on this in Chapter 5.2 of this report.
We will continue to focus on our environmental and safety
performance to maintain the basic conditions for sustainable

operation.
ST

SAFETY

Two of ALTEO's core values are security and safety. Health
and safety activities are managed jointly with the Integrated
Management System, together with sustainability. Each site
manager is responsible for ensuring the conditions of safe
work that does not pose a health risk. Our aim is to manage
HSE tasks using a unified system approach, minimizing the
risks arising from our technologies and operational

activities, implementing the necessary measures in cost-
efficient fashion, while complying with all legal requirements.
The prevention of work accidents, increased exposures and
occupational diseases and fires, and the effective cooperation
of all contributors involved in occupational health and safety
are of crucial importance.

Our fundamental safety goal is to prevent work accidents

and provide preventive occupational health services. We
have an Occupational Health and Safety Committee in place,
which participates in ALTEO's occupational health and safety
activities and in the preparation of decisions that may affect
the health and safety of employees. This allows employees to
also become involved in the development of the company's
HSE strategy. We also pay particular attention to the health
and safety of people working at our sites, and expect them to
comply with our core principles.



https://alteo.hu/sustainability/responsible-corporate-governance/integrated-management-system/?lang=en

it

34 RISK MANAGEMENT

The presentation of ALTEO Group's business environment and the detailed description of risks as well as the analysis of market
and industry risks are included in Chapter Ill.3 Risk matrix of Annex 1. presented as part of our IFRS3 consolidated financial
statement.

RISKS AND OPPORTUNITIES ASSOCIATED WITH CLIMATE CHANGE

We recognize the risks accompanying climate change, which are a growing concern for our business, as they could affect the
level of energy demand (consumer demand) and supply (energy production potential). We have, therefore, prepared our first
scenario analysis based on a TCFD approach to identify climate change risks and opportunities. The assessment offers a new
approach to a more comprehensive assessment of climate-related operational risks and opportunities.

Risks were identified in accordance with ALTEO's risk analysis methodology. The impact and likelihood of a given risk occurring
was assessed on a three-point scale (1-low, 2-moderate, 3-high) by a team of ALTEO sustainability, risk management and
business management staff, with the involvement of external experts. A similar approach was applied to the assessment of
opportunities. The workshops looked at three time horizons: short-term (to 2025), medium-term (to 2030) and long-term (to
2050). The outcome of the scenario analysis was assessed and approved by the ALTEO Green Committee on October 26, 2022.
The list of risks and opportunities identified is detailed in Chapter 4.4 of the report.

The two climate scenarios examined by ALTEO:

1.5 °C scenario! 4 °C scenario?
Transition risks and market opportunities dominate Physical impacts dominate
Globally coordinated efforts to reduce emissions Emission reduction policies are limited to current
to net zero by 2050 policies
Aggressive regulation restricting the extraction Continued use of fossil fuels and energy-intensive
and use of fossil fuels activities

Transition to a sustainable and less resource-intensive

lifestyle Unsustainable, energy-intensive consumption patterns

Rapid decline in the cost of key technologies such as

hydrogen and photovoltaics. More visible physical effects of climate change

*Based on Intergovernmental Panel on Climate Change (IPCC) scenarios: RCP 2.6 and SS1, and Nationally Determined Contributions (NDC) submitted by the European Union.
2 Based on the IPCC scenarios: RCP 8.5 and SSP5.

These results are incorporated into the Company's risk management processes, and are continuously monitored and managed
in accordance with the Group's risk management strategy and risk management process.
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SUSTAINABLE
ENERGY
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THE KEY MESSAGES OF THE CHAPTER:

+ With the acquisition of EDELYN SOLAR, we further expanded our renewables portfolio, thereby contributing

to increasing the share of renewables in our energy mix

+ We are proud that our power plants continued to operate almost continuously in 2022 with 98% availability

+ We have also reduced our direct (Scope1) and indirect (Scope2) carbon emissions, mainly due to reductions

in heat energy generated by our own power plants

+ In line with the EU Taxonomy expectation for 2022, we calculated the proportion of our Company's
so-called Taxonomy-eligible activities in terms of the sales revenue of all its activities and its
‘CAPEX’ and ‘OPEX’ expenditures

- For the first time, we present data on the protection of biodiversity as an identified material topic,
with respect to which we intend to carry out further surveys and set further objectives in the coming years

41 THE FUTURE OF ENERGY

The ALTEO Group aims to contribute to Hungary's renewable
energy production and to accomplish climate neutrality by
2050. This commitment filters into all aspects of our corporate
strategy and business model, and is an important factor in our
decision-making as well.

Our portfolio consists of 22 power plant units (own and ope-
rated), which have a total generation capacity of 220.3 MW/
electricity and 777.9 MW heat. The power plants operated by
the Company have high efficiency and availability, with CO,

ELECTRICITY PRODUCTION AND
SYSTEM EFFICIENCY

[2-6] [302-1]

Energy production and security of supply was a key issue in
2022, with extreme volatility having a significant impact on the
energy market. However, these challenges have only reinfor-
ced the importance of a more sustainable approach and the
need for further uptake of renewable energy production. Our
diversified portfolio and team of experts have enabled us to
close this period, which was in many respects challenging,
successfully and by exploiting opportunities. Like for example
by acquiring EDELYN SOLAR. For more information on the
acquisition go to page 9.

ALTEO Group continues to aim to be a stable partner in the
secondary regulation system, through high-efficiency coge-
neration and a steady increase in the share of

emissions of 0.0551 t/GJ per 1 GJ of energy produced, and
renewable power plants account for more than 50% of the ins-
talled electrical capacity. Efficiency, controllability and central
supervision is ensured by the Virtual Power Plant.?

As set out in our Integrated Management Policy, we pay par-
ticular attention to continuously improving energy efficiency,
including investments in energy efficiency, training of the next
generation of employees and raising the awareness of future
generation.

renewable power plants. This effort is in line with the objec-
tives of the European Union and its transparent monitoring is
further strengthened through the reporting required by the EU
Taxonomy.

One of the most important achievements in 2022 was that
we again met our strategic goal of running our plants with
08% average availability, i.e. virtually continuously. Approp-
riate maintenance and operation is a key factor in reliability
and availability, thus we believe it is important to ensure that
such maintenance and operation extend the life of the power
plants, be it either owned or operated by the Company. Our
key achievement in this area is that we have operated our own
facilities without any operator error. All of this has contributed
to a high level of satisfaction among our industrial customers
and the full achievement of our objectives.

The operation, management, continuous development and
efficiency of our systems are the responsibility of not only the
Executive Board, but also the site managers.=

12 Sinergy Energiakereskedé is responsible for the Virtual Power Plant, and as such it organizes certain electricity production units of ALTEO Group into a
system operation unit. For more information on the operation of the Virtual Power Plant and related services, please see page 27 of the 2021 Integrated
Report and our website: https://alteo.hu/ezt-tesszuk/ho-es-villamosenergia-termeles/szabalyozasi-kozpont/.

13 Further information on system efficiency can be found on page 58 of the 2021 Integrated Report.



ELECTRICITY PRODUCTION

Installed electrical capacity
EU1

ALTEO Group aims to continuously increase the capacity of its renewable and cogeneration power plants, thus contributing

to the European Union's and Hungary's move towards carbon neutrality. The electrical output of the Company-owned power
plants is close to the 2022 results, with further growth expected along the targets set by our strategy for renewables, through the
EDELYN SOLAR development, which was completed in the second half of 2022.

INSTALLED ELECTRICAL CAPACITY (MW)

2019 2020 2021 2022
POWER PLANTS OWNED BY ALTEO GROUP 104,0 136,3 135,3 135,4
Natural gas 50,2 671 66,1 65,8
Hydropower 14 19 19 19
Wind 321 471 471 475
Landfill gas 11 11 11 11
Solar 191 191 191 191
POWER PLANTS NOT OWNED BY ALTEO GROUP 87,9 879 87,9 84,9
Natural gas 82,9 82,9 82,9 82,9
Biogas 20 20 2,0 2,0
Solar 297 2,97 2,97 0]

INSTALLED ELECTRICAL CAPACITY OF ALTEO-OWNED POWER PLANTS (MW)

69 67 69 66 70 66

54 50

2019 2020 2021 2022

Renewable power plants (own) Cogeneration natural gas power plants (own)

Amount of electricity produced
[EV2]

The distribution of the energy produced by the power plants owned and operated by the ALTEO Group varies according to the
energy carriers. For ALTEO-owned power plants, the portfolio of renewables-powered power plants saw a large scale expansion
between 2018 and 2022, with our natural gas-fired power plants operating on a cogeneration basis.

The volume of electricity produced always varies according to system demand, as several of our power plants participate in
domestic electricity generation as part of our Virtual Power Plant. The total volume of electricity produced in 2022, therefore,
decreased by 12% for natural gas-fired heating power plants.

In the case of hydropower plants, a decrease of 33% was observed, due to the long summer drought, while a 7% drop was seen
for wind turbines, due to the demand at the Virtual Power Plant.



ELECTRICITY GENERATED BY POWER PLANTS OWNED BY ALTEO (GWh)

30
21
73
53
2019 2020
@ Natural gas " Landfillgas /

% Hydropower

30

102

2021

thermal associated gas

31

96

2022

Wind
Solar power plants

For the power plants operated by ALTEO Group, there is an 11% decrease in natural gas-based production compared to 2021,
due to changing demands from industrial partners, while the amount of energy generated by solar power plants has decreased
to zero. The latter is due to the fact that the solar power plants in Sormas and Nagykéros have been removed from our portfolio.

ELECTRICITY GENERATED BY POWER PLANTS OPERATED BY ALTEO (GWh)

2019 2020 2021 2022

@ Natural gas [ Solar power plants " Biogas

HEAT ENERGY PRODUCTION INSTALLED HEAT CAPACITY (MW)

[EU1]

2019 2020 2021 2022

POWER PLANTS OWNED BY ALTEO GROUP 285,0 283,2 184,8 184,4
Natural gas 2830 2821 1837 1833
Landfill gas / thermal associated gas 11 11 11 11
Biomass 0.6 - - -
POWER PLANTS OPERATED, BUT NOT OWNED BY ALTEO 503,5 503,5 593,6 593,6
Natural gas 503,0 5035 593,6 5936
Hydrogen 58,0 58,0 1481 1481
Methane 58,0 58,0 58,0 58,0
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There were no significant changes in the installed heat capacity of the power plants owned and operated by ALTEO Group. The
slight decrease can be explained by the engine replacements at the Kazincbarcika heating power plant.

Volume of heat energy produced (GJ)
[EV2]

The amount of heat energy generated by the power plants owned and operated by the ALTEO Group is largely dependent
on the direct demand of its contracted partners. Natural gas-based heat production in own power plants fell by 42% due

to the change of ownership of BC-Therm (steam boiler) during 2021 and thus its reclassification in our tables. Overall,
hydrogen-based heat production in our operated power plants decreased, but the heat produced by the two relevant
plants was the inverse of the output in 2021, i.e. an intensive decrease was seen in the case of the MPK Power Plant and an
intensive increase for BC-Therm. Hydrogen-based heat energy production observed in the case of MPK has been replaced
by the use of methane and inert gas from chemical processes, meaning that overall, the heat energy produced by

ALTEO-operated power plants has increased.

HEAT ENERGY GENERATED BY POWER PLANTS OWNED BY ALTEO (GJ)

| I

2019 2020

Landfillgas /
thermal associated gas

I Hydrogen

2021 2022

@ Natural gas

HEAT ENERGY GENERATED BY POWER PLANTS OPERATED BY ALTEO (GJ)

353721
217 552

192 654
364 045

2019 2020

W Natural gas I Hydrogen

PRIMARY ENERGY CONSUMPTION

302-1

Our products are market-driven and have to cope with a
rapidly changing energy market. Exception to this is the
electricity from renewable sources which is still produced in

46 /

428 880
498 948

377 935
401505

2021 2022

Inert gas Methane

the subsidized system, and officially regulated district heating.
Regardless of the competition, however, efficiency is key for
all our products. This is why we favor cogeneration and why
we have set the goal in our Integrated Management Policy of
focusing on the continuous improvement of energy efficiency,
the economical use of environmental resources, the protecti-
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on of our environment and the conservation of the natural as-
sets. The energy source for the operation of the power plants
owned and operated by ALTEO Group is primarily natural gas,
but we are also continuously seeking to increase the share

of renewables in the energy mix, through the use of classical

TOTAL PRIMARY ENERGY CONSUMPTION (GJ)*

renewables and “waste gas" from customers. Instead of flaring
methane, hydrogen or high inert content gases, these gases
are used to produce heat energy, thus helping to protect our
environment and reinforce a circular approach.

2019 2020 2021 2022

TOTAL ENERGY DEMAND (GJ)

A) TOTAL PRIMARY ENERGY CONSUMPTION 13 352 356 12 451722 13 074 671 12 544 026
Renewable 155 001 140 402 148 756 150 064
Non-renewable 11794 312 11204 865 11412 257 10 624 718
Alternative (methane/hydrogen/inert gas) 1452 523 1194 321 1543978 1769 243
B) PURCHASED ENERGY 106 143 91937 102 357 100 634
Electricity 84 997 69 500 71346 75198
Heating 1039 1189 1113 823
Steam 20107 21248 29 899 24 613
C) ENERGY SOLD 11530 063 11155 956 12 403 297 11682 990
Electricity 2743111 2673138 3198 015 2862 080
Heat energy 8 786 952 8 482 818 9205282 8 820 910
TOTAL ENERGY CONSUMPTION WITHIN 1928 436 1387 703 773732 961 670

THE ORGANIZATION

Overall, in 2022, our primary energy use decreased in propor-
tion to the energy produced, but proportionally, this decrease
affected non-renewable (natural gas) use, as both renewable
and alternative energy use increased.

The decrease in ALTEO-owned power plants and the increase
in ALTEO-operated power plants are due to the change of

ownership of BC-Therm (steam boiler) during 2021 and thus its
reclassification in our tables.

OUR TOTAL PRIMARY ENERGY CONSUMPTION IN POWER PLANTS OWNED BY ALTEO (GJ)

I :

35898
41013 87 866
49 480
46 590
30 320
2019 2020 2021
B Non-renewable (owned by ALTEO) Alternative (owned by ALTEO)

2022

Renewable (owned by ALTEO)

14. Energy consumption data is collected from meter readings, while natural gas consumption data is based on invoices received from the local natural

gas distributor or natural gas vendor.
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TOTAL PRIMARY ENERGY CONSUMPTION IN POWER PLANTS OPERATED BY ALTEO (GJ)

110 467
102 166
1769 243
113 988 1513658
1403 043 104 504
I - I
2019 2020 2021 2022
B Non-renewable (operated) Alternative (operated) Renewable (operated)

Efficiency
[EV 11]

Efficiency is an indicator that the ALTEO Group considers to be key, as our priority objective is energy efficient operation, both
for the efficient use of primary energy sources and for the competitiveness of our products. The efficiency indicator allows us to
compare the efficiency of our various power plants in terms of the utilization of the energy carrier's energy.

However, the classical definition of efficiency cannot be uniformly applied to all our power plants, and thus in the case of our
renewable energy plants (wind, hydro and solar energy), efficiency was calculated, in accordance with the requirements of the
GRI, from electricity consumption and electricity produced, thus in such cases efficiency equals the efficiency of the electric
transmission system.

Type Power plant (ALTEO-owned) Combined power-plant efficiency
Acs 98.7%
Janossomorja 98,8%
Papakovacsi 98,9%
Wind turbine
Toérdkszentmiklos 97.8%
Bony 98,5%
Babolna 96,7%
Felsédobsza 98,8%
Hydropower
Gibart 98,9%
Landfill gas Debrecen 34,9%
Biogas Nagykoéros 491%
Balatonberény 99%
Nagykéros 99%
Solar power plant
Domaszek 99%
Monor 99%
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Energy production based on non-renewable energy sources mostly involves cogeneration, therefore, the actual efficiency
of the entire power plant is shown by the figures relevant for such.

Powerplant (ALTEO-owned)  cogeneration  Hetcogeneration  Total cogeneration  Effciency of bller
efficiency

Gyér 37.3% 18,3% 55,6% 78.2%

Sopron 41,3% 32.2% 73.5% 91,3%

Kazincbarcika 34,4% 42,6% 771% 94,9%

Ozd 40,5% 39,9% 80.5% -

Tiszaujvaros 36,8% 39,1% 75.9% 89,0%

Zuglo 42,2% 39,5% 81.7% -




AVAILABILITY

[G4-DMAAvaill
[EU30I

The significance of the reliability of energy supply has been made even clearer for all of us by the war situation in 2022.
The ALTEO Group, in addition to being committed to providing energy from sustainable sources in an economical fashion, consi-
ders high reliability and stable high availability to be the key to quality.

In addition to efficiency, availability is also a key indicator for assessing the ambitions and performance of the ALTEO Group.
Availability shows the ratio between the duration of planned and unplanned outages and the total number of possible hours
of operation for the various plants or, in the case of electricity production, for the various equipment. For wind and solar power
plants, availability is calculated per electricity generation unit, then we project it to relevant sites as a whole. However, the data
may contain a degree of uncertainty due to different monitoring methods and tools.

We are proud that we have been able to continue to ensure high availability at the power plants owned and operated by
the ALTEO Group in 2022.

Electricity 2019 2020 2021 2022

POWER PLANTS OWNED BY ALTEO GROUP

Natural gas 96% 87% 96% 94%
Heating power plants 96% 87% 96% 94%
Industrial and commercial services 100% 100% - -
Wind 82% 88% 100% 98%
Landfill gas 72% 89% 51% 49%
Hydropower 100% 100% 99% 99%
Solar power plants 100% 99% 100% 100%

POWER PLANTS NOT OWNED BY ALTEO GROUP

Natural gas 96% 82% 89% 85%
Biogas 97% 97% 96% 92%
Solar Power 100% 100% 100% -

In the case of our heat energy service, availability data are published broken down by heat supplied to the district heating provi-
der or large industrial customers.

Heat energy 2019 2020 2021 2022

POWER PLANTS OWNED BY ALTEO GROUP

Natural gas 98% 92% 97% 97%
Heating power plants 99% 91% 97% 97%
Industrial and commercial services 98% 97% 100% -

POWER PLANTS NOT OWNED BY ALTEO GROUP

Natural gas 97% 89% 90% 92%

For further information on the ALTEO Group's energy production, operation and maintenance principles and the monitoring of
business sites, go to page 62 of the 2021 Integrated Report.



IN-HOUSE CONSUMPTION
302 (3-3), 302-1

In-house consumption is used to denote the electricity and heat energy required to operate our sites. From a sustainability
perspective, the data on in-house consumption highlight the effectiveness of the company's energy efficiency targets, and they
show us how much energy is in demand on the part of the ALTEO Group's own and operated power plants, and how such dem-
and is satisfied. Compared to 2021, there was no considerable change in the amount and distribution of consumed energy.

IN-HOUSE CONSUMPTION AT THE SITES OF THE ALTEO GROUP (GJ)

65 594

20107

597

72398

2019

Electricity consumption of power plants

operated by ALTEO

Steam consumption

63 278

20 865

893

72 039

2020

67 654
76 869
29 899
24 613
412
425
62 668
55 458
2021 2022

Heating consumption
Electricity consumption




42 ENVIRONMENTAL

COMPLIANCE

2x27

ALTEO Group's environmental expectations and requirements, including the

~ tasks related to ensuring environmental compliance, are set out in the Integ-
rated Management System (IMS), Compliance with external and internal, i.e.
statutory and IMS requirements, is audited through mterna[ and external audlts

and during official |nspect|ons

We are always prepared to deal with any environmentat_impacts as_sociated'f\_')&iﬁt'h' .

were imposed in 2022 or in the three years before, but the Hunga n .E erc

~latory Authority (HEPURA) |mposed a HUF 550,000 fine on ALTEO f
carried out in 2022 have made a number of development drive
importance to ensure contmued comphanCe and have resulted

' extemal SGS audlt

DISASTER MANAGEMENT
[G4-DMA Crisis]

The ALTEO Group considers the legal requirements to be the
minimum level of operation and, as such, has contingency
strategies and emergency plans in place which have been
developed in cooperation with the stakeholders, as required
by law. However, in addition to the legal requirements, the
primary focus of our HSE approach is on additional key issues
specific to our activities, and our natural and social environ-
ment. Fire hazard is one such major risk. The key to our fire
prevention and disaster management activities is prevention,
one of the key elements of which is the reporting of near-miss
accidents®. More information on the fire preparedness and
responsibilities of our facilities can be found on page 94 of
the 2021 Integrated Report 2021, as well as in the fire safety
regulations and fire alert plans at the various facilities, but
these are only available to our employees and those on the
premises.

It is essential that we do not only to prevent emergencies,

but also that we are prepared for them. To this end, we have
legally compliant emergency plans in place, which are conti-
nuously reviewed (as per statutory frequency or promptly after
changes at the given site) and shared with staff in the form of
training courses; and emergency exercises are also held every
year.

There were no fires, work-related accidents resulting in
working days lost or subcontractor accidents in 2022. We are
proud that on January 9, 2023, the ALTEO Group exceeded
1,000 days without work-related accidents resulting in wor-
king days lost, and we aim to maintain this trend by organizing
additional HSE awareness programs in 2023.

PROCESS SAFETY

[G4- G4-DMACrmgmtl

Our power plants are considered hazardous operations, given
that we operate furnace installations running at high tempe-
ratures, and our systems work with high-pressure hot water,
steam and flue gas. In terms of process safety, the possibility
of minimizing the risks arising from our operations is ensured
by the system-level alignment of the various elements of
our Integrated Management System (Energy Management
System (ISO 50001, EnMS) and the Occupational Health and
Safety Management System (ISO 45001; OHSMS), which
complement the Quality Management System and Environ-
mental Management Systems).

403-2

As part of the Integrated Management System, environmental
impact registers were introduced for the assessment of risks.
Risk management measures are initiated and implemented
for processes deemed to pose a risk.

However, continuous monitoring and development is only one
element of ensuring process safety. The safety of operations is
ensured by preventative maintenance, as well as our technical
support system (extRIM), which supports our management
system.

15. ‘near-miss accident” means an event that causes no injury, albeit by sheer luck only (see: the table Number of work accidents).




43 MANAGEMENT OF GREENHOUSE

GASES (GHG)

EU5, 305 (3-3)

Energy production has both positive and negative impacts on
the environment, society and the economy. Affordable and
secure energy is essential for the functioning of the economy
and brings many benefits to society, but the way energy is
currently extracted, transported and used produces emissi-
ons that contribute to global warming, with serious social and
economic consequences.

This is why, in order to operate sustainably, we are not only
committed to increasing the use of renewable energy sources
in our energy production portfolio, but also to minimizing the
company's existing environmental footprint. To this end, we
are continuously reducing our greenhouse gas emissions, to
the extent possible and in line with the principle of precaution.
Our aim is to achieve a mix of renewables and high-efficiency
natural gas power plants that provides the flexibility to balan-
ce the uneven production of weather-dependent technologi-
es in the electricity grid.

305-1,305-2

As in previous years, the ALTEO Group applies a financial ve-
rification approach to the consolidation of emissions in

its direct (“Scope 1") and indirect (“Scope 2") carbon calcula-
tions. To convert emissions from petrol, diesel and purchased
heat into carbon dioxide equivalents, we used

the conversion factors available in Defra's annual update. Of
the greenhouse gases, Defra's methodology takes into ac-
count carbon dioxide, methane and nitrous oxide, which

are used to calculate the Company's emissions in

carbon dioxide equivalent.

TOTAL DIRECT (“SCOPE 1") AND INDIRECT (“SCOPE 2") CARBON DIOXIDE EMISSIONS OF ALTEO GROUP (TCO,e)

230 744
219 987
5884 3365
2019 2020
Gross direct CO, emissions
305-4

The total direct and indirect CO, emissions of the ALTEO
Group dropped from 190,000 metric tons in 2021 to 126,000
metric tons in 2022, partly due to a reduction in the volume of
heat energy produced by ALTEO-owned power plants.

305-3

ALTEO's other indirect (“Scope 3") emissions were measured
for the first time in the calendar year 2021. No new materiality
assessment was carried out for the Scope 3 categories, as
there were no material changes in the Company's operations
in 2022 compared to the 2021 assessment. The calculation
methodology and data reporting has been refined in line with

190 959
126 276

3652
2022

3710
2021

Gross indirect CO, emissions

the requirements of the WBCSD/WRI GHG Protocol Value
Chain (Scope 3) Accounting and Reporting Standard in order
to provide a more comprehensive picture of the Group's value
chain emissions. Scope 3 emissions account for approximately
74% of ALTEQO's total emissions in 2022, amounting to 379,861.2
metric tons of CO_e. (The calculation is based on the CO,
equivalent of the emissions of the following gases: CO,, CH,,
N,O, HFCs, PFCs, SF,.)

The increase in Scope 3 emissions in 2022 compared to last
year's 344,052 5 tons of CO,e is mainly due to general chan-
ges. For Category 3 (Fuel & Energy), we observed an increase
of around 60,000 tons of CO,e emissions compared to 2021,
due to an increase in the amount of energy bought and sold in
wholesale. For Categories 1 (Raw Materials & Services) and 2



(Capital Goods), the change compared to last year's results is
likely due to changes in the amount of capital goods acquired,
and raw materials and services purchased. For Categories 4
(Upstream transport) and 9 (Downstream transport), no clear
conclusion can be drawn as to the reason for the changes
seen this year compared to last year's updated results.

Through its waste trading and recovery activities, ALTEO has
also contributed to the prevention of 70,5077 tons of CO,e
GHG emissions.

Our facilities that are part of the European Union's carbon
emissions trading system (EU ETS)*® are the Gydr Power Plant,
the Sopron Power Plant, the Kazincbarcika Heating Power
Plant, the Tiszaujvaros Heating Power Plant, and the Furedi
utca Heating Power Plant.

ALTEO Group's aforementioned power plants participate in the
EU-ETS emissions trading system and also receive emission
unit allocations. In 2022, freely allocated allowances were only
enough for around 13% of total emissions of the power plants
of the ALTEO Group; therefore, we had to purchase a large
amount of CO, quotas at auctions.

Distribution of emissions 2022 (tCO,)

0,7%

24,8%

Scope 1

Scope 3
Downtream

13,3% 61,2%

TOTAL RECEIVED AND PURCHASED CO, QUOTA OF THE ALTEO GROUP

2019 2020

18832 I 14806 I

2021 2022

Free allowances of CO e emissions H Allowances of CO e emissions allocated at auction

The specific CO, emissions of power plants owned by ALTEO Group dropped slightly in recent years. As an energy
producing company, emission intensity, i.e. the volume of emissions per unit of energy produced, is another key

indicator in addition to total emissions.

SPECIFIC CO, EMISSION OF THE ALTEO GROUP (KGCO e/GJ)

2019 2020

B Specific emission

2021 2022

16. For further information on the EU ETS mechanisms, see page 66 of the 2021 Integrated Report.
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AIR QUALITY PROTECTION
305 (3-3)

Several air pollutants are emitted into the air in connection
with the activities of the ALTEO Group, for example, flue gas
from gas engines contains nitrogen oxides (NOx), carbon mo-
noxide (CO) and non-methane hydrocarbon and carbon-based
organic compounds (TOC), while flue gas from hot water boi-
lers and steam boilers releases NOx and CO into the air when
natural gas is used as fuel. Firing occurs at a high temperature
in the boilers, flue gas has a low carbon monoxide content,
and soot generation is minimal. The combustion chambers

in the gas turbines of industrial power plants are likewise
low-emission. The application of the best available technology
is a key aspect as early as at the power plant design stage. We
believe it is important to be aware of, monitor and communi-
cate transparently about our environmental impacts, and this
Integrated Report is one element of this. All of our sites have
baseline permits defining the use of the environment, which
include the requirements applicable to point sources, measu-
rements and compliance.

Ensuring accredited emissions measurement?, submitting the
related annual reports to the authorities and communication
with the authorities is the responsibility of the HSE area, while
the operation of the continuous emissions-metering equip-
ment® and compliance with daily limit values are the tasks of
power plant managers, along with the reporting of any values
exceeded. Appropriate operational practices are audited at
HSE inspections and walkthroughs, internal and second-party
audits, as well as whenever authority audits are conducted.

For ALTEO-owned power plants, carbon monoxide increased
slightly, while nitrogen oxides and TOC emissions decreased
significantly in 2022, and there were no emissions of sul-

fur-dioxide and particulate matters.

For ALTEO-operated power plants, nitrogen oxide and TOC
emissions increased, but carbon monoxide emissions drop-
ped, as did sulfur-dioxide emissions. There have been no

particulate matter emissions in 2022.

AIR POLLUTANT EMISSIONS OF POWER PLANTS OWNED BY ALTEO (CO, NOX, TOC)

299 905 R ek
210 048 228 515
190 472 169 581 181404
46 448 56 599 46 659 37055
2019 2020 2021 2022
co NOx  TOC
AIR POLLUTANT EMISSIONS OF POWER PLANTS OPERATED BY ALTEO (KG)
496 443
383 927 409 529
328 802
210563 169 367 193 021 154 341
564 515 521 471
2019 2020 2021 2022
co NOx [1TOC

17. With authorization from the competent environmental authority, air pollutant emissions from only one of similar types of equipment (gas engines and
boilers) are checked by accredited testing at the Gyér, Zuglo, Kazincbarcika, Ozd and Tiszaujvaros sites of ALTEO-Therm Kft., but a different unit is

selected on a rotational basis for each testing period.

18. Emissions at the TVK Power Plant and the BC Power Plant are measured on an ongoing basis.



The sulfur dioxide and particulate matter (PM) emissions of power plants owned by ALTEO have been decreasing year after year,
and since 2019 there were no such emissions at all. That is attributable in part to the fact that no oil firing was used in our power
plants, since fuel oil is essentially only ever used as a backup energy source.

AIR POLLUTANT EMISSIONS OF POWER PLANTS OWNED BY ALTEO (SOX, PM)

35

2019 2020 2021 2022
SOx PM

AIR POLLUTANT EMISSIONS OF POWER PLANTS OPERATED BY ALTEO (SOX, PM)

1129 1137

989 917

2019 2020 2021 2022

SOx PM

The annual amount of emitted air pollutants is determined through calculation based on concentrations measured in flue gas
during sampling, the volume flow rate of the flue gas and equipment annual service hours.

305 (3-3) Risks and opportunities associated with climate change

The energy industry, and thus ALTEO Group, has a major role In order to disclose the process of identifying and assessing

in managing the global coordination problem of climate chan-  climate-related risks and opportunities, and as recommend-

ge. That is why we aim, among other things, to reduce the use ed by the TCFD, the ALTEO Group has carried out a climate

of fossil fuels, increase the share of renewables and promote scenario analysis in 2022.

decarbonization. Our sustainability objectives, and in particular

our carbon footprint reduction targets, are presented in detail Based on the analysis, the table below shows the key clima-

on pages 25. te-related risks identified and their potential impact on the
Group's financial income:

This year, we are reporting our results using the TCFD volun-

tary reporting guidelines®, which focus on climate change-re-

lated financial risks, and our plans for 2024 include achieving

EcoVadis, the world's most trusted business sustainability

rating.

19 See: TCFD table.



MAIN RISKS IDENTIFIED IN THE SCENARIO ANALYSIS

Category

Policies and laws

Technology

Market

Reputation

Physical risks (acute)

Physical risks (chronic)

potential

Timeframe for

Risk implementation

2025 2030

Risk of increased operating expenses and management burden due to
expanded climate change reporting requirements (1.5 °C scenario only)

Increased costs of procuring new technologies to implement climate
policies

Lack of appropriate technological solutions for the sector (or lack of access
to such solutions, e.g. renewable energy sources or electricity)

Risk of capacity constraints due to temperature-induced increase in '
electricity demand )

Risk of impairment of fossil fuel assets due to rising fuel costs as a result of
the introduction of a carbon price component.

The risk of an increase in the financial burden related to potential
development investments (CAPEX),

in particular due to the need to take into account rising CO2 prices and EU
Taxonomy requirements in investment decisions.

Negative impact on the business, financial position and operating profit or '
loss due to unaffordable energy costs for consumers. )

Risk of worse perception by investors due to ESG rating deterioration if ESG
risk is not properly managed

Risk of disruption to logistics processes caused by weather events !
Disruption to production processes caused by extreme weather events !

The impact of heat waves on employees’ health, safety and working
conditions

Increased energy consumption and higher energy costs in own operations
due to rising temperatures

The key climate-related opportunities identified and their potential impact on the Group's financial results:

MAIN OPPORTUNITIES IDENTIFIED IN THE SCENARIO ANALYSIS

Type of opportunity

Products and services

Market

Reputation

Timeframe

2050

for potential

Opportunity implementation
2025 2030 2050
Increased revenue and competitive advantage due to growing interest in v v v/

renewable energy
The opportunity presented by changes in consumer preferences due to
increased demand for products with a lower or neutral environmental 4

impact

Increase in revenue, brand value and employee motivation as a result of

communicating ALTEO's climate commitment and the Company's green 4
reputation
Increased available capital and/or reduced capital costs due to superior v

climate performance

Opportunity to improve investor perception through comprehensive v
climate risk management and external ESG rating

Opportunities to attract new talent and retain employees through better v
environmental perception.



The results of the analysis show that tightening legal regula-
tions pose a risk in the 1.5 °C scenario, while technology-type
risks would result in a similar level of risk for the Company in
both scenarios. Risks related to market developments (mainly
the risk of the depreciation of fossil fuel assets, potential
increases in investment CO, prices and the need to take into
account EU Taxonomy requirements) are a higher, long-term
increasing risk for the 1.5 “C scenario and a medium, decrea-
sing risk for the 4 °C scenario.

The various physical risks (acute, chronic) show medium, dec-
reasing risks in the 1.5 “C scenario, while in the 4 °C scenario,
they result in high, steadily increasing risks to the Company's
financial results from 2030 onwards.

Outstanding opportunities include the exploitation of the
growing demand for renewable energy and the shift in con-
sumer preferences towards more sustainable products and
services.

Investments in activities contributing to
climate change mitigation

ALTEO-1

Innovation is an important part of our business strategy and

a key driver in developing low-carbon solutions. The ALTEO
Group has, to date, won two R&D grants for projects related to
energy storage testing, and has built energy storage faciliti-
es in Zuglo and Kazincbarcika. These key projects can bring
us closer to addressing one of the biggest problems with
renewables, namely the problem of storing the energy we
produce.

As part of this strategy, we have also set up ALTEO Group's
E-mobility division to promote the wider use of electric cars.

We plan to install and operate charging stations mainly in
office buildings, car parks, company sites, residential buildings
and apartment buildings, but we also offer the installation of
public charging stations as part of strategic partnerships. Our
goalis to install 500 charging points in Hungary by 2023. For
more details about ALTE-GO, please read Chapter 1.4.

As consumer demand for energy from renewable sources

is also growing, one of our commitments is to increase the
renewable sources in our portfolio. Our installed renewable
energy production capacity is steadily increasing and currently
stands at 79.3 MW, making us one of Hungary's leading
energy producers.

ALTEO-3

One of the important performance indicators for our strategic
objective to increase the share of renewable energy producti-
on capacity is the total amount invested in renewables and the
volume of energy produced from renewables.

This indicator is published for the first time in 2022. One reason
for this is that the CAPEX value aligned with the EU Taxonomy
is used to produce the indicator. Among our Taxonomy-alig-
ned activities, the activities of generating electricity from wind,
hydro and solar energy, and operating infrastructure for landfill
gas separation and use in landfill cells are included in the total
amount invested in renewable energy.

Total amount invested in renewables in 2022: HUF 1120 million.

The volume of energy produced from own renewables:
496,800 GJ.




45. WATER CONSUMPTION

303(3-3)

Our own and operated facilities use piped drinking water,
industrial water and groundwater. The ALTEO Group is com-
mitted to ensuring full compliance with the legal requirements
and to ensuring compliance with its environmental manage-
ment system. As required by the UN Sustainable Development
Goals?, we pay special attention to protecting water resources
and avoiding pollution or emergencies, and we strive to redu-
ce our water consumption.

WATER AND WASTEWATER
303-1

The power plants in the ALTEO Group's portfolio primarily
use industrial water, and largest water user of the Group is
Tisza-WTP Water Treatment Plant, which produces the desa-
linated water necessary for MOL Petrochemicals. The water
treatment plant has used nearly 3.3 million cubic meters of
industrial water in 2022, which accounts for more than 98% of
the total water consumption. The water treatment plant takes
water from the River Tisza and recirculating water conden-
sate from various areas of use at MOL Petrochemicals as the
starting point and uses a process equipment involving an
ultrafiltration apparatus, reverse osmosis and a mixed bed ion
exchange method to produce desalinated water. Groundwater
consumption occurs only in Gyor and Sopron.

In addition to industrial water consumption, our heating power
plants typically use water to replace water circulating in
district heating systems. The amount of supplementary water

greatly depends on the state of repair an urban district heating
system is in. ALTEO Group has no direct insight nor any oppor-
tunity for intervention in that regard. In order to comply with
contractual terms, i.e. to deliver district heating services, we al-
ways have to adapt to actual demand. We use piped drinking
water to meet social needs at our power plants and sites. In
addition to water use, we consider it important to present our
facilities that recycle water, and also our wastewater-related
tasks. The two plants that recycle water are the Tisza-WTP
Water Treatment Plant and the plant in Sopron, where con-
densate water from other industrial companies is recycled
after purification and desalination instead of being discharged
into the sewer, thus reducing the need for fresh water abstrac-
tion. Based on the amount of condensate returned.

The volume and quality of the discharged wastewater (pH,
conductivity, temperature) are continuously monitored ac-
cording to our self-monitoring plan, and the most important
water chemistry properties (chemical and biological oxygen
demand, pH, conductivity, total phosphorus, nitrogen and total
dissolved solids) are measured quarterly by an accredited
laboratory. Wastewater generated in our sanitary premises is
always discharged into the municipal sewer network.

303-3

The water consumption of ALTEO-owned power plants
decreased in 2022. The decrease in the use of piped drinking
water is primarily due to lower water consumption at our sites
outside Budapest.

20 Ensure safe, clean, accessible and affordable drinking water and adequate wastewater placement for all (UN SDG 6).
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WATER CONSUMPTION OF THE POWER PLANTS AND WATER TREATMENT FACILITY OWNED BY ALTEO (m?)

38 208

34 878 TR ES
I I :
2019 2020 2021 2022
I Industrial water [ Piped potable water Ground water

WATER CONSUMPTION OF POWER PLANTS OPERATED BY ALTEO (m3)

7 250

I7 858 I
2019 2020 2021 2022
M Industrial water [ Piped potable water Ground water

Annual water consumption has decreased at both the Gibart Hydropower Plant and the Felsédobsza Hydropower Plant.

ANNUAL WATER CONSUMPTION OF THE HYDROPOWER PLANTS (MILLION m3)2

669
118
201 . . 453
2019 2020 2021 2022

Gibart 1 Felsédobsza

21 Data shown are metered quantities.
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GROUNDWATER
303-2

In the event of service interruptions, soil and groundwater
contamination may occur, but no contamination of soil or
groundwater resources occurred in 2022. As required by the
laws, we have operational water quality damage elimination
plans in place for our obligated sites and for our facilities with
a thermal input power greater than 50 MW, which are regularly
reviewed as required by law.

In accordance with our HSE approach, it is also of paramount
importance to avoid potential risks and ensure adequate
preparedness for possible accidents when storing hazardous
substances. Like in the case of the 300 cubic meters of fuel oil
stored in double-walled tanks at the MOL Petrochemicals and
BorsodChem power plants, and the monitoring wells instal-
led.22 The purpose of the monitoring well system is to monitor
any pollution resulting from the flow of groundwater. We have
the quality parameters of groundwater examined by an accre-
dited laboratory with the frequency prescribed by regulations.

WASTEWATER TREATMENT AND
RAINWATER DRAINAGE

303-2

As far as wastewater generation is concerned, wastewater in
urban heating power plants is generated in connection with
heat production during the de-sludging of hot water boilers,
from the condensation of gas engine exhaust gases, the ope-
ration of desalinating equipment, during sampling, and when
different equipment are discharged, but that wastewater is
collected in cooling pits. Pumps are used to deliver the water
that is collected in the cooling pits to the municipal rainwater
gutter system, and then to the final collectors.

Spent water and wastewater discharged from heating power
plants must comply with the parameters specified in the water
rights operating licenses. No limit values have been exceeded
in this regard for several years at the ALTEO Group. Within the
grounds of the BC Power Plant and TVK Power Plant, sanitary
sewage and non-oily wastewater is drained through Borsod-
Chem Zrt. and MOL Petrochemicals' ducts, thus the power
plants are only indirect emitters. Rainwater and spent water
exposed to the risk of oil contamination, and wastewater exi-
ting other equipment are pre-treated, and likewise discharged
into sewage ducts. There are two wastewater treatment instal-
lations each at the power plants to ensure pre-treatment.

The authorities did not set specific limit values for discharged
wastewater in respect of the power plants, the respective limi-
ts were specified in the two chemical companies' licenses.

46. WASTE MANAGEMENT

306 (3-3)

Hazardous waste, industrial non-hazardous and municipal solid waste is generated in the course of ALTEO Group's operations,
along with construction/demolition waste during maintenance work. We are also committed to reducing the negative environ-
mental impacts of our operations, including the reduction of the volume of waste.

22 There are three monitoring wells at the TVK Power Plant, one at the BC Power Plant, and three monitoring wells are operated at the Nagykdrds Bio-

gas Plant to check groundwater quality parameters.



306-1, 306-2

As per legal requirements, waste is stored in workplace and
site collection bays at our compounds, separated by type and
properties. We also keep a mandatory waste register to keep
track of waste generated, collected, transported and collected
in bulk at the sites. Regarding transported quantities, in case

of hazardous waste delivery sheets are sources of detailed
information, while for non-hazardous waste invoices provide
accurate information. The figures appearing in this Integrated
Report also come from our sites' waste registers. Any variations
among the various years' data may, in part, result from differen-
ces in the dates of generation and transportation and, in part,
from increased waste quantities generated during maintenance
work.

Waste generated at the sites is managed (collection, transport
and disposal) by entities officially licensed in accordance with
the law. The disposal method of the waste removed is in each
case set out by the remover of said waste, pursuant to legal
regulations and the principles set out in its permits. Due to

the minimal amount of municipal solid waste and the lack of
information on measured quantities, the report does not contain
information on this type of waste.

Of the waste generated in the course of our activities, oil waste
and waste from liquid fuels make up for the largest quantity (oil
sludge, spent oil, oily water, emulsion). More significant quantit-
ies of waste are also generated by the use of blotting materials
and filters. Of the priority waste streams, insignificant amounts

of rechargeable and regular batteries additionally occur. Waste
containing PCBs is not generated, nor are such materials used.

For the purposes of official waste declarations, hazardous and
non-hazardous waste quantities are reported on the basis

of shipping receipts, in line with statutory requirements. The
following table presents data by summary groups applicable to
the various management and disposal operations. Classification
to the summary groups is done by ALTEO Group's specialists.

306-3 HAZARDOUS WASTE GENERATED BY THE OPERATIONS OF ALTEO (t)

217

6 s 39 41
10 1

2020
Recycling

2019

Reuse

As set out in our sustainability ambitions, waste reduction is
one of our priorities. In relation to this goal, we have highlighted
the development of paperless office processes, increasing the
recycling rate of operational waste.? During the treatment of
hazardous waste generated by the plant's activities, the dispo-

Burning

185

130

2021
Landfilling

2022
Other

sal of hazardous waste by landfilling was close to 0 in 2022. We
aim to increase the recycling rate of operational waste to over
50% by 2030. Most hazardous waste is disposed of through
trade, collection and pre-treatment.

306-3 NON-HAZARDOUS WASTE GENERATED BY THE OPERATIONS OF ALTEO (t)

1379
1058
58 41 38
2019 2020
Recycling Burning

1760
861
12 13
2021 2022
Landfilling Other

For non-hazardous waste emitted by the ALTEO Group, landfilling continued to be the primary disposal option in 2022. However,
the overall amount of waste produced by the Company has decreased significantly compared to 2020.

23 Additional information can be found on page 26 of the Integrated Report.



47. PROTECTION OF BIODIVERSITY

304 (3-3)

The protection of natural diversity is also an increasingly im-
portant task for our company. While our activities are not cha-
racterized by a large direct negative biodiversity impact, we
consider our direct impact to be important, since our facilities
affect natural habitats and our emissions associated with our
activities have a general impact on the living environment.

Our infrastructure projects, such as power plants, affect large
areas of land and important water bodies. We pay particular
attention to keeping our environment clean and to the princip-
les of precaution, responsible care and prevention.

Our Integrated Management Policy allows for these factors

to be taken into account, as it states that our commitment to
sustainable development and social responsibility means that
we pay particular attention to biodiversity and land use, the
conservation of natural assets, the protection of our environ-
ment, and the consistent and systematic improvement of

our environmental performance. However, this commitment
constitutes only the first step towards addressing and redu-
cing our biodiversity impacts and eventual risks. No doubt this
issue is an important one, however, we need more information
to identify the next steps, and to effectively define a specific
set of targets and to set up a monitoring system. Therefore it
is our sustainability objective to complete a biodiversity and
water-focused risk assessment.

304-1

Of all the power plants owned or operated, only the Gibart
Hydropower Plant is part of a Natura 2000 priority site for
nature conservation and a special area of conservation for
birds as an ecological corridor. None of our other sites are
located in or are immediately adjacent to any protected areas
or areas of high biodiversity value outside protected areas.
During the survey, distance up to 2 kilometers was considered
immediately adjacent area. Areas with Natura 2000 status are
considered to be protected or non-protected areas with high

biodiversity, and the relative location of these areas and power
plants has been reviewed in this context. We will ensure that
the operation of the Gibart Hydropower Plant will not have a
significant impact on the conservation status of the species
and habitat types located in the area by complying with the
requirements and conservation measures set out in the power
plant permit.

A list of own or operated power plants is available on the
ALTEO website.

The establishment of a solid foundation for IMS and HSE was
essential to ensure that we integrate environmental and social
considerations into our daily operations on a systemic level.
Thanks to this strict system, we received a high score and a
“Strong” management rating in the Biodiversity and Land Use
category of the Sustainalytics ESG certification.

304-2

In order to assess the significant impact of our activities and
services on biodiversity, and to integrate biodiversity monitor-
ing and objectives into our strategy, we have set the following
targets and commitments:

+ Preparation of a water-focused risk assessment and biodi-
versity assessment for our sites in 2023.

- Development of a Biodiversity Action Plan by 2025

+ HUF 100 million investment in pilot projects to support
biodiversity conservation by 2025

- Integration of biodiversity as a factor in the corporate IMS


https://alteo.hu/what-we-do/power-and-heat-generation/?lang=en
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+ We have reviewed the benefits offered to our employees and, in view of the economic situation, we have given
them a mid-year salary compensation

+ Minimizing Health, Safety and Environmental Protection (HSE) risks remains a focus area for us, we can
report 0 work accident also in 2022

- We started working on a succession program in 2022 for areas involving specialized job areas

+ Increasing diversity has been identified as a key objective, and as a step towards that diversity the
ALTEO Female Managers’ Club has been established

- To raise awareness to our sustainability goals, we organized our first Sustainability Picnic for ALTEO middle
managers

+ In the first year we organized a volunteering day, our employees spent more than 500 hours volunteering,
amongst others through participation in Tiszta Part Project
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2-18

AThe dynamically changing organizational structure of the
ALTEO Group is also linked to continuous development and
acquisitions. The central HR Department, based at ALTEO
Nyrt., is responsible for the employee management and
matters related to staff employment. The company's HR Policy
covers accounting of compensation, training and selection,
while the Performance Assessment Bonus Scheme (PBS)
Policy regulates performance assessment. Payroll accounting
is performed by a third party provider. Using job descriptions,
our management has specified the roles and responsibilities
within the organization, along with the expectations concern-
ing education, qualifications and work experience.

Our goal is to ensure that all employees of the ALTEO Group
are committed and motivated to building the common future
of the Group. Stability, challenging tasks that ensure continu-
ous development, and competitive compensation provide the
basis for the loyalty and motivation of our employees.

COMPENSATION
401-2

In 2022, the benefit elements were reviewed in the areas of
health insurance, Cafeteria, sport benefits (individual and
group benefits), Employee Share Ownership Plan (ESOP:
detailed above) and company benefits. In view of the econom-
ic situation, we have given our employees an extraordinary
mid-year salary compensation. \We pay higher wages than
required by law for periods of sick leave (85% instead of 70%),
take out group insurance for them, and provide funeral aid

to the deceased's family, if necessary, for costs incurred as a
consequence of the death of a direct relative of an employee.
Additionally, employer's voluntary pension fund contribu-
tions help our employees in generating secure and effective
advance savings for their retirement years.

5. OUR EMPLOYEES

Within the framework of the Performance Bonus System (PBS)
we set personalized tasks and personal development targets
for the current year, and their performance is evaluated in the
subsequent year.

Generally, the measurement period runs from January 1 until
December 31 in the current year. The first step in the Per-
formance Bonus System process is Setting the objective,
followed by a one-step assessment of the achievement of the
objectives in February of the year following the current year.
Objectives are defined as the result of an agreement be-
tween the immediate superior and the subordinate, in which
the ,top-down" approach is applied, in line with the level of
the corporate hierarchy. Three main types of objectives are
distinguished, i.e. Objectives that are based on individual
performance, development and the business results of the
Group/business unit. The basic principle of the Bonus paid
calculation is to multiply the annual amount of the Employee's
gross monthly basic salary paid for the current year (pro rata
temporis, taking into account the mid-year changes) by the
Bonus cap and the percentage result of the appraisal.

Compensation policy

The purpose of our compensation policy aims to contribute
to the success of our business and sustainability strategy, and
long-term interests of the Company.

We believe that our top managers and employees perform
their tasks with greater commitment and with a genuine
owner's mindset if they are also shareholders of the Company,
benefit from its profits and the value created by their work and
also share in the Company's successes as well as its risks. In
this spirit, the ALTEO Board of Directors has set up an Employ-
ee Share Ownership Program (ESOP). For more details on the
ESOP, please see page 39. of the report.

2-21
2021 2022
Annual compensation of the person with the highest compensation 55,498,464 61,677000
Annual median of employee compensation of the entity (excluding the person with the 9500531 11193738

highest compensation)

Total annual compensation® ratio

584% 551%

24. The concept of compensation includes any salary, bonus, remuneration in shares or options, non-private equity compensation plans, changes in the

value of retirement, and deferred compensation.

66 /
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2-20

The draft version of the remuneration policy serving
compliance with Act LXVII of 2019 on Encouraging Long-
Term Shareholder Engagement and the Amendments

of Further Regulations for Harmonization Purposes
(hereinafter: "Remuneration Policy") is drawn up by the
Board of Directors of the Company, and it is adopted by

a resolution passed by simple majority, it is submitted

to the General Meeting for an advisory vote. The Board
of Directors reviews the Remuneration Policy at least
every three years, and if it deems its amendment to be
justified, it submits the revised version of the Remuneration
Policy to the General Meeting for approval. If the General
Meeting rejects the proposed Remuneration Policy, the
Board of Directors must submit the revised remuneration
policy for a repeated advisory vote at the next General
Meeting. Implementing the Remuneration Policy is the
task and responsibility of the Chief Executive Officer. The
CEO reports to the Board of Directors as needed on the
implementation of the Remuneration Policy, prepares
and submits to the Board of Directors the draft of the
Remuneration Report and also reports on the Company's
situation to the Supervisory Board four times each year,
as part of which it also details the implementation of the
Remuneration Policy.

2-19

AThe Company reserves the right to pay maximum 50% of
the variable fee elements and rewards, otherwise due to
Directors in cash pursuant to the Remuneration Policy, in the

form of transferring title to ALTEO shares to the Director. Bonus
payment is subject to meeting the financial/non-financial and
social responsibility criteria detailed in the bonus agreement
for the current period.

Recognition plan

Within the framework of our recognition plan for the year
2022, in February 2023 (with transfer on February 7, 2023), we
allocated a total of 1,911 shares to employees who contributed
to ALTEO's achievements in 2022 through their loyalty,
knowledge and outstanding performance and who became
eligible for such recognition under the recognition plan.

Again this year, we rewarded our role models (for expertise,
customer focus, positive attitude, task-orientation), and once
again we awarded loyalty prizes to our staff who have been
with us for more than 10 years, lifetime achievement awards
to our retiring colleagues, we elected the manager of the year,
and team of the year, innovation and health and safety awards
were also awarded, based on their applications.

Two new awards were introduced in 2022, one of which
was the Sustainability Ambassador Award. We aim to

raise the awareness of our employees to the importance
of sustainability even further, and to reward those who
encourage environmental awareness and seek ways to
minimize their carbon footprint. The other, a newly created
award, reinforcing the culture of feedback and recognition,
went to the leader who has given the most support to
colleagues to assist them in developing.

SURVEYS, DEVELOPMENTS

Multiple surveys were conducted during the year with a view
to increase employee satisfaction, improve the internal flow of
information, and work more efficiently. Our previous survey on
the demand for work from home has now been followed by

a home office and hybrid working efficiency survey. The joint
processing and communication of our results at company level
helped us to close our surveys with a high participation rate.

Last year, we placed a strong emphasis on supplier selection
and development, so that this year we can find the best

ALTEO GROUP / INTEGRATED REPORT 2022

professionals in this narrow market with the help of recruitment
agencies that have comprehensive knowledge of the
company and the areas. To increase our own resources, we
have introduced new advertising channels, increased the
company's participation in job fairs, increased the involvement
of colleagues and the promotion of our employee referral
scheme. Setting the strategic direction for employer

branding in 2022, we started to implement actions, and in

our specialized areas we started to work on developing a
succession program through dual training.

We continue to use our HR Helpdesk (available on two
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platforms: P2U and email) to answer day-to-day HR-related
questions from our staff. Also in 2022, in response to the
high number of enquiries on specific topics, we held regular
information sessions and consultations to support the
efficiency of the administration.

HR digitization played a key role also in 2022, and we have
transferred our personnel records to a digital platform. With
the help of the options offered by our new intranet platform,
our colleagues outside Budapest can now easily send us
relevant HR documents, their processing status can be easily
tracked, and commenting and feedback is also possible now.
In addition, our colleagues are regularly kept informed (we
provide them with up-to-date information on internal and
external events), and such information sessions are recorded
and can be viewed at any time. As a proof of our staff's
satisfaction, the HR colleague in charge of the interface was
awarded the 2022 Customer Focus Role Model Award.

402-1

In the interest of maintaining our employees' sense of safety
and motivation, particular attention has been devoted to
internal communication, and to providing information to our
staff in a timely manner and in the appropriate form. Staff and
management are kept regularly informed through site visits,
an open-door policy, staff meetings and forums, the use of
an internal mailing system, the provision of an online ALTEO
Academy, and the use of an internal Intranet.

The Works Councilis a five-member representation
body, which provided a further opportunity for reinforcing
cooperation between employees and the management.
Employees can send requests and queries to the Works

NUMBER OF EMPLOYEES AND TURNOVER RATE

Council via email or anonymously through internal
communication channels, or at face-to-face meetings. In

2022, a number of issues were discussed with management
that were of major concern and issue to colleagues. These
include: the AlteoFitt - Wellbeing and Health Program, the
rules of the work from home and hybrid work arrangements,
the extension and development of the Compensation Plan and
benefit elements, and the transformation of the Performance
Management System.

We are also proud that in 2022, the Employer Branding
Strategy has been completed and the implementation of its
objectives has been launched.

EMPLOYEE HEADCOUNT
AND GENDER RATIO

2-7

At ALTEO, male employees are over-represented in the
workforce due to the nature of the industry. In order to promote
diversity, this indicator was defined as one of the Compliance
targets in 2022, and the Company's female managers jointly
founded the ALTEO Female Managers' Club, which aims to
share experience, to offer mutual support, and to involve
external experts.

At the end of 2022, the Group had 66 female and 241 male
colleagues, i.e. a total of 307 employees. In 2022, the total
number of employees increased by +5% by the end of the year
compared to 2021. The proportion of female employees has
decreased slightly compared to the previous year (from 23% to
21%), but there is still an increase compared to 19% in 2018.

I

2019 2020

I Total workforce

RATIO OF FEMALE AND MALE EMPLOYEES

u

2021 2022

B Staff turnover

2019 2020
W Women
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2021 2022
M Men
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2-8

We do not use hired labor, but we may subcontract parts of
certain large-scale projects (e.g. implementation projects or
major overhauls) that we are unable to carry out ourselves

due to the nature or scale of the work.

The vast majority of our staff (98%) work full-time, with only 4
women and 1 man employed in part-time.

2-7

The majority of our employees are on permanent contracts.

Number of employees by sex and type of contract 2019 2020 2021 2022
TOTAL 254 278 292 307
Full-time 244 269 285 302
Men 198 215 225 240
Women 46 54 60 62
Part-time 10 9 7 5
Men 1 - 1
Women 8 7 4

Staff turnover

2-7,401-1

Our long-term goal is to keep the ratio of unwanted staff departures permanently low. The ALTEO Group is considered an
attractive place to work, as evidenced not only by the number of new employees, but also by the fact that turnover has fallen

from 11% to 10% in 2022.

Number of staff members leaving 2019 2020 2021 2022

Men 24 27 21 18
<30 4 1 2 5
30-50 14 17 10 9
50< 6 9 9 4
Women 7 7 10 12
<30 3 1 3 2
30-50 4 6 6 7
50< - - 1 3
TOTAL 31 34 31 30

53% of our new male colleagues were between 30-50 years old and therefore had previous work experience, and 54% of our

new female colleagues were also in the same age group. At the same time, we also place great emphasis on recruiting and

‘training’ new career starter colleagues, which is reflected in the 25% ratio of new hires under the age of 30.

Number of new hires 2019 2020 2021 2022

Men 34 39 32 38
<30 7 8 7 10
30-50 21 24 19 20
50< 6 7 6 8
Women 18 15 13 13
<30 6 3 4 3
30-50 11 11 8 7
50< 1 1 1 3
TOTAL 52 54 45 51

ALTEO GROUP / INTEGRATED REPORT 2022 / 69



Training and education

404-1

One of our key values is our professionalism, and wide-
spread knowledge and experience. Our trainings includes
both mandatory trainings required by law and internal
policies for the job (e.g. fire safety qualification, first aid
course, boiler technician training, HSE training) and courses
built on internal knowledge sharing (e.g. IT, SAP training). In
addition, we encouraged our staff to participate in online
and face-to-face trainings and professional conferences,
as well as continuing professional development through
study contracts. During the year, we supported the further
professional training of five new colleagues, two of whom
successfully obtained their diplomas.

Our trainings were continuously
available throughout the year,
mostly face-to-face, both in-
house and off-site. Our internal
knowledge sharing platform,
the ALTEO Academy, continues to be very popular and

in addition to this, we have also focused on mental

health sessions and programs, with the long-term aim of
promoting a healthy mind and lifestyle.

@ aLTeo

AKADEMIA _o

AVERAGE HOURS OF TRAINING PER FEMALE EMPLOYEE

2020

2019

B Employees - power plants B Employees - central

support

AVERAGE HOURS OF TRAINING PER MALE EMPLOYEE

88

2020

2019

B Employees - power
plants

B Employees - central
support

B power plant
manager/

During the year, we continued our core HR-organized
competence development training programs on Excel, Office,
assertiveness, stress management, change management,
project management, time management, with 12 training
sessions on nine different topics organized over the year. 9
events were held, and a Leadership Academy was added

to the series of events, targeting the members of the
management and addressing leadership issues, with 10
different events launched for them.

Our internal mandatory and other developmental training
courses are now available to employees on the P2U platform,
where new employees can take onboarding training using
new interactive, colorful learning materials.

Supporting the development of our management was a key
priority in 2022. As part of an executive coaching program, they
have undergone a 360-degree assessment, and have been
provided with a number of skills development programs. (E.g.
management styles, motivation, group dynamics and culture,
executive communication).

More than 50% of the training courses planned for 2022 was

completed, with an average of 30 hours of training per person,
thanks to centrally organized trainings.

24 40

2021 2022
B Business and Core Team EB members - Executive
managers Board
31 40
70 g
2021 2022

EB members -
Executive Board

Business and Core
Team managers

technical manager/
team manager/
shift manager
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s2. HEALTH AND SAFETY

Occupational health and safety
403 (3-3)

We are proud that ,Safety 1st" is not only a top priority for
ALTEO, but the fruits of years of focused development

and preparation are also reflected in our results, with no
accidents resulting in lost working day in 2022. This is a truly
outstanding result, as our blue-collar workers do jobs with a
high risk of work accidents.

Itis a fundamental goal in our Integrated Management System
(IMS) to reduce HSE risks to a calculated and acceptable level,
and to prevent work accidents, fire damage, and environment

pollution. Health and safety is treated as part of the IMS,

under the management of the IMS Lead. Each site manager is

responsible for ensuring the conditions of safe work that does

not pose a health risk at every site.

Our fundamental safety goal is to prevent work accidents
and provide preventive occupational health services, and
annual goals and programs are set to that end. Annual
goals are determined on the basis of risk assessments,
walkthrough observations and the analyses (see below)

of near-miss accidents. The setting and monitoring or
annual goals is implemented in the IMS. Results are
monitored during HSE walkthroughs and inspections.

Four walkthroughs a year are organized at each site, one
senior management and one site “own" walkthrough, one
walkthrough conducted with the inclusion of the HSE area,
and an internal audit performed by internal auditors. In
addition to the walkthroughs, compliance with procedures
and policies in place is also verified through third-party and
authority audits.

403-1, 403-8

AThe Occupational Health and Safety Management System
(OHSMS) covers every activity and all employees: our own
employees and employees working at sites. The OHSMS
application is not a statutory obligation, rather ALTEO's own
internal objective.

ALTEO GROUP / INTEGRATED REPORT 2022

Through the most accurate possible survey and
management of risks, our goal is to prevent or minimize the
likelihood of potential accidents occurring, and mitigate the
severity of expected consequences.

Employees may suspend work if they consider a situation
dangerous. Employees are informed of the option, and
receive training about the use of that system. Dangerous
work situations and work-related risks are reported by
employees as near-miss accidents. If necessary, they also
notify their direct superiors. A “‘near-miss accident” is an
event that causes no injury, albeit by sheer luck only (see: the
table Number of work accidents). To encourage near-miss
accident reporting, we run a quasi-accident competition
every year, rewarding the ‘applicant’ reporting the most near-
miss accidents. Management aims for zero work accidents
and (related to that) the reporting of all near-miss accidents.

In addition to this, we always rely on the honest opinions of
our employees, so in addition to ongoing communication,
we have conducted a Sustainability and HSE Culture Survey
at ALTEO Group level for the second year. This survey allows
us to measure the effectiveness of the measures we have
implemented so far and to involve our colleagues in the
development process. We use the feedback from the survey
to ensure that our processes, tools and requirements are
improved year after year.

403-2, 403-7

Our occupational health and safety activities are based

on a workplace risk assessment for each site, an OHSMS
risk assessment, which forms the basis of our integrated
risk assessment and is reviewed annually, and an LMRA
assessment of the maintenance activities in accordance
with the SCC standard. The outcome of the risk assessment
is used to improve our processes, and measures are taken
where the risk is higher. LMRA (Last Minute Risk Assessment,
i.e.immediately before work) is performed by the workers
themselves in order to ascertain that the planned work can
be carried out safely in view of the characteristics of the
site, the preparations, the work tools, and the protective
equipment. LMRA is performed at the work site, with the
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involvement of the employees who carry out the work
(in possession of a valid work permit), before starting the
daily work. The LMRA process is governed by the on-
site work supervisor. All ALTEO employees are within the
scope of the risk estimation. Workplace risk assessment
is performed by qualified health and safety officers; all
maintenance staff are trained in LMRA.

403-4

ALTEO has an Occupational Health and Safety Committee
that meets twice a year. The Committee participates in
ALTEO's health and safety activities, as well as in the
formulation of decisions that may affect employees' health
and safety, including capital expenditures, automation,
upgrades, and the creation of new workplaces.

The Committee's tasks, rights and obligations are defined
in the agreement concluded with it, as well as in the IMS
procedures. The health and safety officer may participate
in the investigation of work accidents and occupational
diseases, in equipment commissioning procedures

and HSE inspections. The workplace health and safety
regulations and information are available to all employees
electronically. Employees are informed about changes in
rules and procedures through training and other means of
communication.

The Director of Sustainability and HSE keeps employees
informed about changes in health and safety regulations.
The Company has a Parity board in which the employer, the
Director of Sustainability and HSE, and employees are also
represented.

Health and safety trainings
403-5

All newly hired employees participate in IMS and HSE
trainings. As part of the training, they learn about the
operation of the IMS, risk factors, rules of conduct,
reporting HSE events, as well as the rules to be followed in
case of fire and other emergencies.

This knowledge is updated during annual repeater courses
that all employees must attend. (Main topics: usage of
personal protective equipment, statutory provisions

on health and safety, Occupational Health and Safety
Policy, fire protection rules, actions to be taken in case

of an emergency.) Current internal and legal issues and
changes are also covered. In addition, staff take part in site
knowledge exams and emergency drills. The participants
complete a test at the end of each HSE training session.
HSE training is provided to supervisors of contracted non-
ALTEO employees.

HEALTH AND SAFETY

ALTEO EMPLOYEES

Better first aid is a cornerstone of workplace health and
safety. To this end, we organize First Aid trainings for our
employees every year.

In the interest of the health and safety of employees, our
company has procured 12 CardiAid AED defibrillators,
which have been distributed to sites that have permanent
operator staff.

Promotion of employee health
403-6

We launched our ALTEOFitt - Wellbeing and Health
Program in 2021, as part of which we regularly organize
preventive and health promoting activities, and following

a demand-based survey, we purchased some massage
chairs, stationary bikes and table tennis tables for our sites
and central office building in 2022, in order to help promote
the health of our employees.

Occupational health
403-3. 403-10

Occupational disease risks are regularly reviewed and risk
mitigation measures are assigned to the identified risks.
Occupational health and safety risk assessment is carried
out with the involvement of an occupational health service
provider to assess occupational health and safety risks, to
determine the level of exposure to hazardous materials
and thus take risk mitigation measures that are needed.
All our employees undergo an occupational health check
every year, and our benefits include a Company Care
health insurance for all our employees, which serves the
well-being of our employees and the maintenance of
their health. We continuously monitor the quality of the
service, we ask for feedback from the employees in this
regard, as a result of which in 2022 we have chosen a new,
unified occupational health service provider. None of our
employees reported occupational illness in the past four
years.

Work accidents
403-9, 403-10

Thanks to the Occupational Health and Safety preventive
measures taken by the ALTEO Group, the preparedness

of and care taken by our employees, no serious or fatal
work accidents occurred in 2022, neither in the case of
ALTEO employees, nor in the case of those working on our
premises or on our behalf.

2019 2020 2021 2022

Number of fatal work accidents

Number of serious work accidents

Number of notifiable work accidents

- 1 - -

Number of near-miss accidents

140 119 184 150

Number of hours worked

408 307 468 052 480 423 501008
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NON-ALTEO EMPLOYEES

2019 2020 2021 2022

Number of fatal work accidents

Number of serious work accidents

Number of notifiable work accidents

- 2 - -

Number of subcontractors (companies)

312 385 368 275

Number of non-ALTEO staff (headcount of subcontractors)

3547 4288 3546 3677

Number of hours worked

179 400 247 984 184 392 215913

Number of accidents per 200,000 work hours

ALTEO employees

2018

2019 2020 2021

Fatality rate

Serious work accident rate

WWork accident rate

- 0.427 - -

Non-ALTEO employees

2018

2019 2020 2021

Fatality rate

Serious work accident rate

Work accident rate

- 1613 - -

53 LOCAL COMMUNITIES

In planning and designing our activities we always have an
eye on the future just like every other energy industry facilities.
Facilities like ours can have an impact on the lives of local
communities living in their surroundings even for decades, so
we consider it important to represent this approach not only
from a technical point of view, but also in our relations with
local communities, including municipalities.

The impact of our activity on local communities is primarily
economic in nature: we provide jobs for the local population
and entrepreneurs, and we pay local taxes. We also stimulate
regional infrastructural development and support the work of
local organizations through sponsorship.

In District Ill of Budapest, where our head office is located,
in 2022 we joined a unique initiative in which a training was
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implemented to develop civil, corporate and municipality
cooperation. The main mission of the program was to promote
local sustainability. The Civil Business School initiated by the
Obuda-Békasmegyer Municipality provided 22 entities with
practical knowledge about establishing partnerships with
companies and institutions, and at the end of the program, a
district portfolio containing thirteen Social and Environmental
Services was created. ALTEO also supported the program
with corporate best practices and a venue, while during the
program we were given an insight into the activities of several
NGOs working in the district. For example, our litter collection
program in the fall was implemented with the assistance of
NGOs and the enthusiastic participation of our employees.
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413 (3-3)

We continuously strive to minimize the impacts we cause
as negative externalities to communities (e.g. emissions,
noise, wastewater). For that purpose, we comply with the
competent authorities' regulations, and regularly check
compliance.

Local communities are our key stakeholders. Whenever we
have a new investment or some other projects, a person
responsible for the investment or project affecting local
communities is appointed at each location and site. This

is the project manager during the implementation of the
investments, and the facility manager during the operation
(e.g. power plant manager). Their responsibilities include
developing and running programs at the site that support
the development of the local community. Regular school
and professional association visits take place at our sites
within the framework of those programs. The purpose is

to ensure that people know and understand our activity as
thoroughly as possible, together with all its possible and
actual effects.

2-25

Another key factor in our operations is engagement with
the residents in our direct neighborhood to ensure their
satisfaction. The Integrated Management System includes
provisions for liaising with local residents and handling
their complaints. We investigate every complaint, take the
required corrective actions, and provide feedback to the
complainant. There were no complaints made to us in 2022.

An exemplary cooperation of companies committed
to sustainability was launched with the CseppetSem
program, a nationwide program to collect household used
cooking oil. It was initiated by ALTEO, Shell Hungary Zrt.
and Biotrans Kft. By the end of 2022, anyone could drop off
their used cooking oil in a sealed container or PET bottle
at 120 Shell filling stations. 100% of the used oil or grease
is turned into biodiesel, for recycling purposes. This way,
we also contribute to the education of the local

the Edison Platform, within this initiative

community and help to shift attitudes.
A P
‘ we also launched a special Sustainability

edisonp|atform Award. In 2022 this prize was awarded

st to the Heroes' Square Foundation. The

initiative started with the collaboration

of a few private individuals who decided

that they wanted to do something against

indifference, to make Hungary a more livable
and solidarity-based society. The mission of the
,school", which has been in operation since 2013, is
to enable people to be able and willing to do something, to
stand up for each other, so that solidarity and compassion
become a social norm.

We consider education and attitude shaping
as one of the key issues of sustainability, so
in 2022 we joined the “Cool Companies” of

In addition, we also work in-house to make sustainability
an integral part of everyday life. In 2022, we organized our
first Sustainability Picnic, where we made ALTEO's middle
managers aware of our sustainability goals in an informal
way, by organizing a tour by bike and a pleasant vegan
picnic. There is no question that managers are responsible
for achieving our goals, but it is often not easy to define
what role they play in the process and how they can
support to their colleagues. Armed with the experience
gained during the picnic, they can strengthen the Social
Responsibility and ESG approach within the company more
easily.
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One of the main objectives of our sustainability program
(Chapter 1.6) is to make our CSR programs regular, to
support our employees and encourage them to participate
in more CSR programs. Unfortunately, the development

of our detailed CSR plan was not completed in 2022, but
this task will be carried forward to 2023. The goal originally
set for 2025 to devote a minimum of 500 working hours to
participating in volunteer programs on an annual basis has
already been achieved in 2022 during the first volunteering
days. At the spring event, during the Family Day our
employees planted native fruit tree seedlings in schools to
compensate for the carbon footprint created, while at the
fall program they undertook to clean the banks of the Tisza

and the Danube in the framework of the Clean Bank Project,

at two locations. While the Greendependent institution
helped us organize the spring tree planting, our fall litter
collection event was organized with the cooperation

the FAK a Rdmain Association, Egy J6 Dolog Association
and the Civil Impact Nonprofit Kft., and our employees
enthusiastically dedicated hours of volunteering work to
the cause.

This year our Christmas partner gift budget was not
spent on a tangible gift this year, but instead it was used
to alleviate the energy poverty of a selected charity. The
Szimbiodzis Foundation, which operates a live-in home
and assisted housing for people with disabilities, was
selected in the form of a tender. Our funds were used to

ALTEO GROUP / INTEGRATED REPORT 2022

help the foundation to purchase the necessary wood, so its
residents could spend the holidays in heated rooms.

Charitable initiatives

In 2022, an office fundraising was initiated and coordinated
by the office management. The unwanted, but still usable
garments were delivered to the team of the Fovarosi
Kozterulet Fenntarto Vallalat in Budapest.

In 2022, ALTEO also donated to the UNICEF Climate Heroes
Sustainability Program. A forum will be created by the
young climate Heroes, which will enable young people
and decision-makers, professionals and corporate actors
in Hungary to exchange ideas about sustainability issues.
In addition to financial support, our company contributed
to the success of the program with professional events,
factory visits, active professional participation, and, as the
main prize, an electric scooter and the climate Hero Award.
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6. ECONOMIC AND FINANCIAL
PERFORMANCE

A reference to the Annual Report was used for the first time
in the 2021 Integrated Annual Report, in which, instead of
repeating economic data, we directed the reader to the data
of the accounts prepared in accordance with the Internatio-
nal Financial Reporting Standards adopted by the European
Union. Please find our detailed IFRS report below.

Our report includes general financial information, our results,

a description of the key elements of our accounting policy, it
also covers the risks that the ALTEO Group faces, including
the risks of industry, environmental regulation, technology
and weather dependence.

ALTEO GROUP / INTEGRATED REPORT 2022

We are involved in a number of economically relevant
value-creating processes, of which investments in activities
contributing to climate change mitigation and investments
in the development of renewable energy production are the
primary ones for our stakeholders.

28,161,92

26,465.54

201.55
1,097.95
0.00
26,717.43
7,534.44
12,5612.54

28,875.56




62 INDIRECT ECONOMIC IMPACTS

As a company listed on the Budapest Stock Exchange and as one of the dominant players in the Hungarian energy
market, we also contribute to the development of the Hungarian economy, both through our activities and through
our investments. Hungary is the primary location of our operation. Through our sites and investments, we are present
in several regions of Hungary, and we try to pay special attention to the development of economically disadvantaged
areas by creating modern, safe and competitive workplaces.

The ALTEO Group strives not only as an employer, but also as part of the local community to operate responsibly and

transparently, to protect and conserve the place in which we all live. We try to procure the services used at our sites
from local small and medium-sized enterprises, providing them with long-term predictability.
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Annex 1. Consolidated Annual Report of ALTEO Nyrt. for the Financial Year 2022
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GRI'INDEX

Declaration

GRI 1 taken into consideration

GRI Sector Standard used

GRI

STANDARD/

OTHER

SOURCE

The Sustainability Report of the ALTEO Group is presented in accordance with the Global Reporting
Initiative (GRI) Standards framework, in line with the 2021 requirements of the framework, and covers
the period from January 1, 2022 to December 31, 2022.

GRI 1: Foundation 2021

No appropriate GRI Sector Standard

Disclosure

General/Comprehensive Disclosures

GRI General Disclosures, 2021

Reason Explanation
requirement(s)

GRI
SECTOR
STANDARD
REF. NO.

2-1 Organizational details 1.3 Introduction to ALTEO 7.
2-2 Entities included
in the organization's 1.3 Introduction to ALTEO 8.
sustainability reporting
2-3 Reporting period,
frequency and contact 2. About the Integrated 23.
. Report
point
2-4 Restatements of 2. About the Integrated
; : 23.
information Report
2-5 External assurance 2.5 Assurance letter 27.
1.3 Introduction to ALTEO 7.8,
2-6 Activities, value 3.2 Corporate 10,
chain and other business governance 33,
relationships 3.3 Compliance 37,
4.1 The future of energy 43.
2-7 Employees 1.3 Introduction to ALTEO 675-
ploy 5.1 Our employees 69
2-8 Workers who are not 51 Our employees 69.
employees
2-9 Governance structure 3.2 Corporate 31
and composition governance '
2-10 Nomination and > Corporate
selection of the highest 3. P 3L
governance
governance body
2-11 Chair of the highest 3.2 Corporate 31
governance body governance '
2-12 Role of the highest
governance body 3.2 Corporate a1
in overseeing the governance '
management of impacts
2-13 Delegation of
responsibility for 32 Corporate 33.
S governance
managing impacts
2-14 Role of the hlghest 32 Corporate 32
governance body in
governance 33.

sustainability reporting
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GRI
STANDARD/
OTHER
SOURCE

-~

General/Comprehensive Disclosures

GRI General Disclosures, 2021

No disclosure

GRI
SECTOR

STANDARD
Reason Explanation REF. NO.
requlrement(s)

Conflict of
interest is
regulated
2-15 Conflicts of interest 3.3 Compliance 38. by Section
13.4 of the
Articles of
Association.
2-_1§ Communication of 3.3 Compliance 37
critical concerns
2-17 Collective
knowledge of the highest 3.2 Corporate 33.
governance
governance body
The
performance
of the
2-18 Evaluation of the members of
the Board of
performance of the 5.1 Our employees 66. . .
highest governance body Directors is
evaluated in
accordance
with Chapter
5.1,
2-19 Remuneration 51 Our employees 67.
policies
2-20 Process to 1 0ur employees 67.
determine remuneration 5 ploy! '
2-z1 Annual total 5.1 Our employees 66.
compensation ratio
2-22 Statement of
the highest decision- 11 Letter from the CEO 3,
maker on sustainable
development strategy
9.
. . 1.3 Introduction to ALTEO 36.
2-23 Policy commitments 3.3 Compliance 37
40.
2-24 Embedding policy . 35,
commitments 33 Compliance 38.
2-25 Processes to
remediate negative 5.3 Local communities 74.
impacts
2-26 Mechanisms for
seeking advice and 3.3 Compliance 37.
raising concerns
No fines
or non-
pecuniary
penalties
_ . . 3.3 Compliance were levied
2-27 Compllancg with 4.2 Environmental 38. on ALTEO
laws and regulations ; 52.

Compliance for non-
compliance
during the
reporting
period.

2-28 Membership 1.5 Awards, memberships 19.
associations
2-29 Approach to 2.1 Introduction of key 23

stakeholder engagement

stakeholder groups

2-30 Collective
bargaining agreements

N/A

Not
applica-
ble

As in previous
years, ALTEO
did not apply
a collective
bargaining
agreement in
2021.
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GRI

STANDARD/
OTHER
SOURCE

Disclosure

3-1 Process to determine

Material Topics

No disclosure GRI
SECTOR
STANDARD

Ne REF. NO.

. Reason
requirement(s)

Explanation

2.2 Materiality

material topics assessment 25
GRI 3: P
Material
topic 2021 -

3-2 List of material topics 22 Materiality 25.

assessment

GRI 3:
Material fr?a?tt(e::l-gl) tr: alr::asgement of 3.3 Compliance 37'
topic 2021 P '
No cases
of potential
205-3 Confirmed corruption
GRI 205 incidents of corruption 3.3 Compliance 39. came to our
and actions taken knowledge in
the reporting
period.

GRI 3:

Material ﬁ:’; gi-gl)th:a;lasgement of ::1 eTrhe future of o
topic 2021 P ay

302-1 Energy 43

GRI 302 consumption within the 41 The future of 46.
energy

organization

GRI 3:
Material 303 (3. 3) Mapagement of 4.5 Water consumption 59.
. material topics

topic 2021
303-1 Interactions with 4.5 Water consumption 59,
water

GRI 303 303-2 Management of
water discharge-related 4.5 Water consumption 61
impacts
303-3 Water withdrawal 4.5 Water consumption

cird 3:. 304 (3-3) Management of 4.7 Protection of
D material topics biodiversit: 63.
topic 2021 P Y
"304-1 Operational sites
owned, leased, managed
in, or adjacent to, protec- .
ted areas and areas of fmZ) Sir\?;e;?on of 63
high biodiversity value Y
outside protected areas
GRI 304 "
304-2 Significant
impacts of activities, 4.7 Protection of 63
products, and serviceson  biodiversity '

biodiversity
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GRI
STANDARD/
OTHER
SOURCE

Disclosure

Chapter

No disclosure GRI
SECTOR
STANDARD
REF. NO.

Reason Explanation

requirement(s)

GRI 3: ~ 4.3 Management of 53.
Material ?r?astg’i:z tr: ali':;gement of greenhouse gases 55,
topic 2021 P (GHG) 56.
1 D 4.3 Management of
é?_lsele?:‘?::ito(::c’pe 0 greenhouse gases 53.
(GHG)
- 4.3 Management of
305-2 Energy indirect
oo greenhouse gases 53.
(Scope 2) GHG emissions (GHG)
305-3 Other indirect 4'%24:;53;m2222f 53
GRI 305 (Scope 3) GHG emissions g 9 '
(GHG)
_ . 4.3 Management of
i?:::zn‘tsi?HG emissions greenhouse gases 53.
4 (GHG)
305-7 Nitrogen oxides
(NOX), sulfur oxides 4.3 Management of
greenhouse gases 55,

(SOX), and other
significant air emissions

(GHG)

GRI 3:

Material 306 (3-3) Management of 4.6 Waste 61
topic 2021 material topics management '
306-1 Waste generation
and significant waste- fﬁ?ar\:gasetrenent 62.
related impacts 9
306-2 Management of
Al significant waste-related 4.6 Waste 62.
impacts management
306-3 Waste generated 46 Waste 62.
management

GRI 401

401-1 New employee
hires and employee
turnover

5.1 Our employees

401-2 Benefits provided
to full-time employees

that are not provided to
temporary or part-time

employees

5.1 Our employees

66.

402-1 Minimum notice
periods regarding major
operational changes

in the operation of

GRI 402 the organization, and 5.1 Our employees 68.
whether such are
specified in the collective
bargaining agreement
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GRI
STANDARD/
OTHER
SOURCE

-~

req ement(s)

Explanation

GRI
SECTOR
STANDARD
REF. NO.

ezl 3'. 403 (3-3) Management of 5.2 Health and
sl material topics safety 7L
topic 2021
403-1 Occupational
health and safety 52 Health and 71
safety
management system
"403-2 Hazard
identification, risk 5.2 Health and 52.
assessment, and incident ~ safety 71
investigation
403-3 Occupational 5.2 Health and 72
health services safety '
403-4 Worker
participation,
consultation, and 5.2 Health and 72
communication on safety '
occupational health and
safety
403-5 Worker training on
occupational health gnd 52 Health and 72.
safety
safety
403-6 Promotion of 5.2 Health and 72
worker health safety '
GRI 403
403-7 Prevention
and mitigation of
occupational health and 5.2 Health and 7
safety impacts directly safety '
linked by business
relationships
403-8 Workers covered
by an occupational health 5.2 Health and 7
and safety management safety '
system
"403-9 Work-related 5.2 Health and 72
injuries safety '
None of emp-
loyees reported
occupational
illness to the
Company in the
past four years.
. This topic is
ﬁgg;:: Work-related ill g;;salth and 72 discussed on
page 87 of the

2021 Integrated
Report, in sec-
tion “Promotion
of employee
health as key
priority”.
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GRI
STANDARD/
OTHER
SOURCE

Disclosure

Chapter

No disclosure GRI
SECTOR

N STANDARD
n Reason Explanation REF. NO.
requirement(s)

GRI 404

404-1 Average hours
of training per year per
employee

5.1 Our employees

70.

GRI 3:
Material ‘rt:ast(ei;gz ::: a?‘?sgement of 3.3 Compliance 38,
topic 2021 P
418-1 Protection of
GRI 418 personal data, number of 3.3 Compliance 38.

complaints

Installed electrical 4.1 The future of 44,
EU1 .
capacity energy 46.
Volume of heat energy
EU2 produced / Amount of :.;(;I’rhe future of jg
electricity produced 9 '
Allocated CO,e emissions
EU allowances broken 4.1 The future of 53
5 down by carbon trading energy ’
framework
EU11 Syst.em efficiency - 4.1 The future of 48,
Efficiency energy
EU30 Availability 41The future of 50.
energy
Investments in activities
ALTEO-1 contributing to climate 4.4 Climate change 58.
change mitigation
Innovation aimed at 3.1 Corporate ﬁﬁ\ea:\zfal
ALTEO-2 product and service strategy and 30.
H . Report for the
improvement business model o
indicator.
The total amount
invested in renewables
ALTEO-3 and the volume of 4.4 Climate change 58.
energy produced from
renewables
G4 DMA Disaster management / 4.2 Environmental 52
Crmgmt. Process safety compliance '
G4 L 4.1 The future of
DMAAvail Availability energy 50.
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DISCLOSURES PROPOSED BY TCFD

Corporate governance

Disclosure of climate-related risks and opportunities for corporate
governance.

a) Board supervision of climate-related risks
and opportunities.

ALTEO's Board of Directors supervises the Group's climate strategy,
sustainability objectives and climate-related risks. The Company's
Green Committee is the highest-level in-ternal forum that, as the
CEOQO's advisory body, deals with sustainability-related issues. The
primary objective of the Green Committee, which meets quarterly, is
to prepare and implement the Company's sustainability strategy and
sustainability efforts at Company level. The committee is composed

of supervisory board members, senior execu-tives (CEO and Deputy
CEO in charge of sustainability and circular economy) and experts, and
it monitors and ap-proves corporate policies and long-term objectives
related to sustainable development, monitors compliance with the
green financing framework, and ensures that the ESG approach and
climate risks are kept on the agenda. For more information on the Green
Committee, see page 35 of this report.

b) The role of Management in assessing
and managing climate-related risks and
opportunities.

During the management review, convened once a year by the CEO,
managers review and monitor the fulfillment of the tasks set out in the
Sustainability strategy, programs, and, if necessary, define new tasks.
This includes the an-nual Climate Risk Review. For more information on
the role of the Executive Board, see pages 35 and 36 of this report.

Strategy

The actual and potential impacts of climate-related risks and
opportunities on the entity’s business, strategy and financial
planning, where such information is relevant.

(a) A description of the risks and opportunities
re-lated to climate change identified by the
entity in the short, medium and long term.

ALTEO considers climate change issues among the main priorities of
the entity, therefore, in 2022, the Group pre-pared a climate scenario
analysis in accordance with the TCFD recommendation, for the result of
which see pages 69 and 70 of this report.

(b) The impact of climate-related risks and
oppor-tunities on the entity's business, strategy
and finan-cial planning.

Based on the results of the climate scenario analysis, the Company's
strategic objectives are determined, and are subject to continuous
monitoring and management in accordance with the risk management
process. These risks are reviewed on an annual basis.

(c) The resilience of the entity's strategy, taking
into consideration a description of the various
climate change scenarios, including a 2 °C or
lower scenar-io.

In the climate scenario analysis, 1.5 °C and 4 °C scenarios were
considered. For detailed descriptions of both, please see pages 67 and
68 of this report.
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Risk management

Disclosure of how the entity identifies, evaluates and manages
climate-related risks.

a) The entity's processes for identifying and
assessing climate-related risks.

Risks were identified in accordance with ALTEO's risk analysis
methodology. The impact and probability of a given risk occurring are
assessed on a three-step scale. For more details on risk assessment,
please see pages 51 of this report.

b) The entity's processes for the management
of climate-related risks.

In 2023, to quantify the exact financial impact, ALTEO will incorporate
climate change risks and opportunities into its corporate risk
management processes.

c) A description of the integration of processes
to identify, assess and manage climate-related
risks into the overall risk management of the
entity.

Metrics and targets

Disclosure of metrics and targets used to as-sess and manage
climate-related risks and opportunities, where such information is
rele-vant.

a) The metrics used to assess climate-related
risks and opportunities in accordance with the
strategy and risk management process.

In 2023, to quantify the exact financial impact, ALTEO will incorporate
climate change risks and opportunities into its corporate risk
management processes.

b) Scope1, Scope2, and, where applicable,
Scope3 greenhouse gas emissions and
associated risks.

For a detailed report on Scope 1, Scope 2, and Scope 3 emissions,
please see pages 61 to 62 of this report.

¢) Metrics used to address climate-related
risks and opportunities, including the use of
scientifically based metrics and performance
against those ob-jectives.

During the year 2022, emission reduction metrics were defined by

the Group, which are listed on page 23 of this report. ALTEO has also
committed to setting scientifically sound (SBTi) GHG emission reduction
targets by 2024.
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With the adoption of the EU Taxonomy Regulation? in 2020,
large companies will be required to disclose the extent to
which their activities are considered sustainable from 2023
onwards.

Activities that are considered sustainable, i.e. “Taxonomy-alig-
ned" and “eligible” within the meaning in which it is used

by the law, must be defined according to the classification
system of the EU Taxonomy Regulation (or its delegated
regulations).

Article 3 of Regulation (EU) 2020/852 defines the criteria by
which an economic activity can be considered sustainable:

- contributes substantially to one of the six
environmental objectives,

- complies with the technical screening criteria
(TSC) for the activities,

+ it does not significantly harm (DNSH) any of
the other five objectives,

+ it complies with the Minimum Social
Safeguards required (MSS).

If the activity meets the above criteria, it is considered “taxo-
nomy-aligned”.

We also examined the reporting elements of the Commissi-
on Delegated Regulation (EU) 2022/1214 amending Delega-
ted Regulation (EU) 2021/2139 as regards economic activities
in certain energy sectors and Delegated Regulation (EU)
2021/2178 as regards specific public disclosures for those
economic activities and concluded that there is no added
value yet in supplementing our report with these content
elements because ALTEO does not carry out activities re-
lated to nuclear energy production, and in the case of fossil
fuel operated power plants, life-cycle emissions are not yet
close to the values specified in the additional regulation.

9.1 ELIGIBILITY SCREENING

We examined the main areas of activity of ALTEO at the
group level, and classified the activities that could potentially
be taxonomy-eligible or taxonomy-aligned. In the course of
that study, apart from ALTEO's activities related to energy
storage and material recovery, all of the Company's activities
were deemed taxonomy-aligned.

9.2 ALIGNMENT SCREENING

According to the evaluation logic of the EU taxonomy,
alignment screening was carried out in three steps. First,
compliance with the technical screening criteria (TSC) was
assessed, and then, after screening according to the activity
related DNSH, compliance with minimum safeguards (MMS)
was assessed at the group level and at the level of the acti-
vity as well.

Examination of technical screening criteria (TSC)

EU TAXONOMY REPORT

The selected activities were examined from a TSC perspec-
tive on the basis of relevant technical documentation.

Does not significantly harm
Activities that met the technical screening criteria were also
examined for the other DNSH criteria.

Climate change mitigation

There is no adaptation activity for ALTEO, so as far as climate
change mitigation is concerned, there was no need to
examine the criteria for avoiding significant harm.

Climate change adaptation

The adaptation criteria are set out in Annex A. A detailed
assessment was carried out to support the compliance of
the activities.

Annex A screening (i.e. compliance with climate change
adaptation requirements) covered all eligible activities.

To carry out the climate risk assessment, we used the
resources of the IPCC (Intergovernmental Panel on Climate
Change) and the EEA (European Environment Agency) in our
assessment. In addition, the European Climate Adaptation
Platform (Climate-ADAPT) database was used to select the
relevant climate risks. We have considered all relevant key
future climate risks that are relevant in Hungary according to
the Climate-ADAPT database.

Sustainable use and protection of water and

marine resources

During the assessmentn of compliance with Annex B,
the operating and environmental permits were reviewed.

Transition to a circular economy

In the case of transition to a circular economy, although the
waste management services related to the activities are not
yet available in Hungary (material recovery of solar power
plant and wind turbine accessories), according to the techni-
cal data of all relevant activities, it complies with the require-
ment. Until proper material recovery is ensured in our country,
we will ensure storage of the disassembled elements in the
appropriate manner.

Prevention and reduction of environmental pollution
During the verification of compliance under Annex C, opera-
ting and environmental permits have been reviewed.

Protection and restoration of biodiversity and ecosystems
During the verification of compliance under Annex D, opera-
ting and environmental permits have been reviewed.

Compliance with Minimum Safeguards (MSS)
ALTEO is committed to respecting human rights and comp-

25 Regulation (EU) 2020/852 of the European Parliament and of the Council of 18 June 2020 on the establishment of a framework to facili-
tate sustainable investment, and amending Regulation (EU) 2019/2088 - https.//eur-lex.europa.eu/legal-content/HU/TXT/HTML/?uri=CE-

LEX32020R0852&from=EN
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lies with the UN Business and Human Rights guidelines and the OECD guidelines for multinational enterprises. ALTEO is a
listed company with a strict corporate governance system that ensures compliance with the requirements related to human
rights, corruption, taxation and competition law stipulated in the guidelines related to minimum social safeguards. In drafting
the taxonomy report, compliance with all criteria was examined separately at Group level, and their MSS risk was considered
for each activity. The ALTEO group meets all criteria at the enterprise level and no MSS risk was identified for any of its activiti-
es subject to the Taxonomy. Further relevant information related to MSS at the company level is available in ALTEO's disclosu-
res related to Ethics and Compliance.

9.3 ADDITIONAL INFORMATION ON INDICATORS

In accordance with the requirements of the EU Taxonomy regulation, we have calculated the proportion of our Company's
so-called taxonomy-aligned and taxonomy-eligible activities in terms of the revenues and all of the Company's activities in
terms of ,CAPEX" and ,OPEX" expenditures.

Revenues from taxonomy-aligned and taxonomy-eligible activities

The proportion of the sales revenue from taxonomy-aligned and taxonomy-eligible activities was quantified by taking into
account the net revenue from products or services, including from intangible assets. For electricity generation activities, sales
revenue is determined based on the method of generation. The proportion of Taxonomy-aligned sales revenue was calcu-
lated based on the electricity sold to MAVIR and the guarantee of origin sold to third parties in the case of activities related

to energy production, while the activity related to the installation of electric vehicle charging stations is a separate business
within ALTEO, and as such the sales revenue statement as well as the sales revenue data of the waste management business
were available.

CAPEX ratio of taxonomy-aligned activities

In the case of taxonomy-aligned activities, direct CAPEX costs were taken into account, which does not include the costs

of central management activities and maintenance of central office buildings. CAPEX costs for taxonomy-aligned activities
consist of property, plant and equipment.

ALTEO's taxonomy-aligned CAPEX activities are all aimed at mitigating climate change. There are currently no other activities
that serve other Taxonomy goals.

OPEX ratio of taxonomy-aligned and taxonomy-eligible activities

In the case of taxonomy-aligned electricity generation, the direct costs of the relevant power plants were taken into account,
including primarily, but not exclusively, costs related to operation and management, possible insurance costs and non-inco-
me tax type charges. The activity related to the installation of electric vehicle charging stations and waste management are
performed as separate businesses within ALTEO, and as such cost statements were available.
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INTEGRATED REPORT GLOSSARY

Acs Wind Turbine

the wind turbine with the nominal capacity of 2 MW owned by EGE, located in the area of Acs,
that sells the generated electricity and electricity capacity on the electricity market and on the
MAVIR ancillary services market with the help of the Virtual Power Plant. The wind farms are
maintained by ALTEO and the Hungarian subsidiary of the wind turbine manufacturer, VESTAS
Hungary Kft.

ALTE-A ALTE-A Korlatolt Feleldsségu Tarsasag, fully owned by the Company (registered office: H-1033
Budapest, Korhaz utca 6-12; company registration number: Cg. 01-09-901186);

ALTE-GO ALTE-GO Korlatolt Feleléssegl Tarsasag, fully owned by the Company (registered office: H-1033
Budapest, Korhaz utca 6-12; company registration number: Cg. 01-09-998498);

ALTEO ALTEO Energiakereskedd Zartkorien Mikodéd Részvenytarsasag, fully owned by the Company

Energiakereskedd

(registered office: H-1033 Budapest, Korhaz utca 6-12; company registration number: Cg. 01-10-
047253);

ALTEO ESOP
Organization

ALTEO Employee Share Ownership Program Organization (registration number: 01-05-0000133);

ALTEO Group

the Company and the Subsidiaries together;

ALTEO or Company

ALTEO Energiaszolgaltato Nyilvanosan MUkodd Reszvénytarsasag (registered office: H-1033
Budapest, Korhaz utca 6-12; company registration number: Cg. 01-10-045985);

ALTEO-Depoénia

ALTEO-Depodnia Korlatolt Feleléssegu Tarsasag, fully owned by the Company (registered office:
H-1033 Budapest, Kérhaz utca 6-12; company registration number: Cg. 01-09-906261);

ALTEO-Therm

ALTEO-Therm Korlatolt Feleldssegl Tarsasag (formerly Gyoéri Eromu Kft), fully owned by the
Company (registered office: H-1033, Korhaz utca 6-12; company registration number: Cg. 01-10-
047253);

Articles of Association

the Articles of Association of the Company effective as of November 7, 2022, in a consolidated
structure with amendments;

Audit Committee

the Company's Audit Committee

Audit Committee Rules
of Procedure

rules of procedures of the Company's Audit Committee effective from March 24, 2017,

Balatonberény Solar
Power Plant

the solar power plant owned by SUNTEO, located in the Balatonbereny area and implemented
by the ALTEO Group with an installed nominal capacity of nearly 6.2 MW, which will sell the
generated electricity to MAVIR under the KAT system no later than until April 30, 2044 or

until the generation of the authorized quantity. The power plant is operated by ALTEO's own
specialists.

Bény Wind Turbine the 25 MW wind turbine, owned by EURO GREEN ENERGY and located in the area of Bény and
Babolna, which will sell the generated electricity to MAVIR under the KAT system, until January
31, 2023 at the latest or until the generation of the authorized quantity.

BSE or Budapest Stock Budapesti Ertéktézsde Zartkdriien Mkodsd Részvénytarsasag (registered office: H-1013

Exchange Budapest, Krisztina kdrut 55; company registration number: Cg. 01-10-044764);

Debrecen . a small-scale power plant owned by ALTEO-Deponia, located at the Debrecen landfill site,
generating electricity from the landfill gas generated at the site. The small-scale power plant
has an installed nominal capacity of 639 kW. The small-scale power plant sells the electricity it
generates, along with its electric power capacity, on the electricity market and MAVIR's ancillary
services market with the help of the Virtual Power Plant.

Debrecen II. a small-scale power plant owned by ALTEO-Deponia, located at the Debrecen landfill site,

generating electricity from the landfill gas generated at the site. The small-scale power plant has an
installed nominal capacity of 499 kW. The small-scale power plant sells generated electric power
to MAVIR under the KAT system, and will do so until June 30, 2022 at the latest or until the total
authorized generation volume is reached, after which it will continue to produce for the free market.
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Domaszék

Domaszék 2MW Naperému Korlatolt Felelésségu Tarsasag, fully owned by the Company
(registered office: H-1033 Budapest, Korhaz utca 6-12; company registration number: Cg. 01-09-
278226);

Domaszék Solar
Power Plant

the solar power plant owned by Domaszéek, located in Domaszek, with an installed nominal
capacity of nearly 2 MW, which sells the generated electricity to MAVIR within the framework of
the KAT system no later than until September 2042 or until the generation of the authorized KAT
quantity. The power plant is operated by ALTEO's own specialists.

ECO-FIRST ECO-FIRST Hulladek Kereskedelmi Korlatolt Feleldsségu Tarsasag, 66% of which is owned
by the Company (registered office: H-1033 Budapest, Korhaz utca 6-12; company registration
number: Cg. 01-09-344380);

EDELYN SOLAR EDELYN SOLAR Korlatolt Feleléssegu Tarsasag, fully owned by the Company (registered office:
H-1033 Budapest, Kérhaz utca 6-12; company registration number: Cg. 13-09-218939);

EFET European Federation of Energy Traders;

EU ETS The European Union's trading system for emission permits (EU Emissions Trading Scheme);

EURO GREEN ENERGY

EURO GREEN ENERGY Fejleszté es Szolgaltato Korlatolt Feleldssegu Tarsasag, fully owned
by the Company (registered office: H-1033 Budapest, Korhaz utca 6-12.; company registration
number: Cg. 01-09-921340);

e-Wind e-\Wind Szélenergetikai Korlatolt Feleléssegu Tarsasag, fully owned by the Company
(registered office: H-1033 Budapest, Korhaz utca 6-12.; company registration number: Cg. 01-09-
733622), which merged into EURO GREEN ENERGY as of July 1, 2022 (date of legal succession);

FE-GROUP FE-GROUP INVEST Vagyonkezeld, Tanacsado es Nagykereskedelmi Zartkérien Mukoédd
Részvenytarsasag, 75.1% of which is owned by the Company (registered office: H-1108
Budapest, Sirkert utca 2-4; company registration number: Cg. 01-10-043873);

Felsé6dobsza the relevant energy-generation assets and installations of this hydropower plant operating on

Hydropower plant the Hernad River (including, among others, turbines and transformers) are owned by Sinergy,

while Sinergy leases the property and the power plant's sections classified as other water
structures from EMASZ Nyrt. The installed electricity generation capacity of the Felsédobsza
hydropower plant is 0.948 MW. Sinergy sells electricity generated through the operation of
the hydropower plant to MAVIR under the KAT regime, and will do so until 31 July 2022 at the
latest or until the total generation volume authorized under KAT is reached. The power plant is
operated by ALTEO's own specialists.

Furedi ut Heating Power
Plant, Budapest

the heating power plant owned by ALTEO-Therm and located in the area of Budapest, which
cogenerates heat and electricity, sells heat to the local district heating provider at the price
according to the Price regulation, until May 31, 2030. The power plant's installed electricity
generation capacity is 18.1 MW, its installed thermal capacity is 16.5 MW. The power plant sells
the electricity it generates, along with its electric power capacity, on the electricity market and
MAVIR's ancillary services market with the help of the Virtual Power Plant. The power plant is
operated by ALTEO's team of specialists.

Gibart Hydropower Plant

the relevant energy-generation assets and installations of this hydropower plant operating

on the Hernad River (including, among others, turbines and transformers) are owned by
Sinergy, while Sinergy leases the property and the power plant's sections classified as other
water structures from EMASZ Nyrt. The installed electricity generation capacity of the Gibart
hydropower plant is 0.98 MW. The hydropower plant holds a green premium entitlement within
the METAR system. The power plant is operated by ALTEQ's own specialists.

HUF or forint

the Hungarian forint, the legal tender of Hungary;

Price Decree

Decree No. 50/2011 (XI. 30.) of the Minister of National Development determining the price of
distance heating sold to distance heating suppliers, and the fee for distance heating supply for
household users and institutions handled separately;

Small-scale landfill gas
power plants in Debrecen

Debrecen | and Debrecen Il. small-scale power plants that produce electricity from the landfill
gas generated at the Debrecen landfill site.

Supervisory Board

the Company's Supervisory Board

Supervisory Board Rules of

Procedures

rules of procedures of the Company's Supervisory Board effective from March 26, 2010;
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CONSOLIDATED FINANCIAL STATEMENTS OF
ALTEO ENERGIASZOLGALTATO NYILVANOSAN MUKOD® RESZVENYTARSASAG
AND ITS CONSOLIDATED SUBSIDIARIES FOR THE FISCAL YEAR ENDED ON
DECEMBER 31, 2022 IN ACCORDANCE WITH THE INTERNATIONAL

FINANCIAL REPORTING STANDARDS AS ADOPTED BY THE EU

TABLE OF CONTENTS

I. Numeric reports of the financial statements

Il. General information, accounting policy

IlI. Critical estimates used in preparing the financial statements and other sources of uncertainty
IV. Notes to the statement of profit or loss and the statement of financial position

V. Other information

These financial statements consist of 121 pages.
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EXPLANATION OF THE ABBREVIATIONS USED IN THE FINANCIAL STATEMENTS:

Abbreviation Explanation

ARO Recultivation under IAS16

BGS Bond Funding for Growth Scheme - the bond program of the Central Bank of Hungary;

BoD Board of Directors

BSE Budapest Stock Exchange

BUBOR Budapest Interbank Offered Rate

ﬁifital Market ot CxX of 2001 on the Capital Market

CcGU Cash-generating Unit

Company ALTEO Energiaszolgaltatod Nyilvanosan MUukédé Részvenytarsasag

EKR Energy efficiency obligation schemes under Section 12/A of Act LVII of 2015 (Energy Efficiency Act)

Electricity Act Act LXXXVI of 2007 on Electricity

EPS Earnings per Share

ESOP Employee Share Ownership Program

EUA European CO2 Emission Allowances

FVTPL Fair Value through Profit or Loss

Gas Supply Act Act XL of 2008 on Natural Gas Supply

HAS Hungarian Accounting Standards

HEPURA The Hungarian Energy and Public Utility Regulatory Authority (formerly known as: Hungarian Energy Office);
Hungarian Derivative Energy Exchange. HUDEX was founded by HUPX Zrt. in order to comply with the new legal provision

HUDEX that the derivatives of gas and electricity traded on the HUPX and CEEGEX futures platforms are to be considered as financial
assets.

HUF thousand HUF thousand

HUPX Electrlicity markgt organized by the power exchange - a trading system facilitating regional electricity trade operated by the
organized electric power licensee (HUPX Zrt)

IFRIC/SIC Interpretations of the International Financial Reporting Standards

IFRS International Financial Reporting Standards

. The electricity taking-over system based on the rules set out in the Electricity Act, the Government Decree implementing the

KAT Electricity Act and Government Decree no. 389/2007 (XII. 23.) On the obligatory dispatch and purchase of electricity generated
from waste or from renewable energy sources and co-generated electricity

KELER Kézponti Ertéktar Za}rtk(")r(llen. MUkoédd Részvenytarsasag
(Central Treasury Private Limited Company)

MAVIR Magyfar”\/illam'os"erlerg'ia—ip’ari Altviteli’ Rendszeriranyito
Zartkdérlen MUkodod Részvenytarsasag

METAR Mandatory offtake system for heat and electricity produced from renewable and alternative energy sources

o&M Operation and Maintenance contract

PM Ministry of Finances

SB Supervisory Board

ALTEO GROUP / INTEGRATED REPORT 2022
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ESEF INFORMATION

Abbreviation Explanation

Registered office 1033 Magyarorszag, Budapest, Kérhaz utca 6-12.
Legal form Public limited company

Country Hungary

Head office H-1033 Magyarorszag, Budapest, Korhaz utca 6-12.
Location of activity H-1033 Magyarorszag, Budapest, Korhaz utca 6-12.
Industry Energy

Consolidating company Alteo Nyrt.

. NUMERIC REPORTS OF THE FINANCIAL
STATEMENTS

CONSOLIDATED STATEMENT OF INCOME FOR THE YEAR 2022
AND CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME

FOR THE YEAR 2022

l.1. COMPREHENSIVE INCOME

12/31/2022 12/31/2021
COMPREHENSIVE INCOME HUF HUF
(Negative values are denoted by parentheses) thousand thousand
12 months 12 months
Revenues 1. 103 027 053 44 249 448
Material expenses 2. (70 448 829) (25 624 444)
Personnel expenses 3. (5 951 649) (4192 237)
Depreciation and amortization 9. (3 527 162) (3936 669)
Other revenues, expenses, net 4. (6 764 862) (1795 605)
Capitalized own production 5. 358 915 242 826
Operating profit or loss 16 693 466 8943 319
Finance income 6. 3010 721 384 928
Financial expenses 6. (3947 452) (2 255 979)
Net financial income 6. (036 731) (1871 051)
Profit or loss before taxes 15756 735 7 072 268
Income tax expenditures 7. (2 913 444) (1214 818)
Net profit or loss 12 843 201 5 857 450
Of which the owners of the Parent Company are entitled to: 0 12 887 893 5855184
Of which the minority interest is entitled to: 0 (44 602) 2266
Base value of earnings per share (HUF/share) 34. 653,61 309,06
Diluted value of earnings per share (HUF/share) 34. 653,40 302,03
EBITDA 33. 20220 628 12 879 988
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.2 OTHER COMPREHENSIVE INCOME

12/31/2022 12/31/2021
O.THER AR R HUF thousand HUF thousand
(Negative values are denoted by parentheses) T S 2 (T
Other comprehensive income (after income tax) (3237 186) 4906 630
Effect of cash flow hedges on other comprehensive income 20.4 1892 853 5605 251
Reclassification into profit or loss due to the closing of cash
flow hedge 20.4 (5130 039) (698 621)
Of which the owners of the Parent Company are entitled to: 20.4 (3237 186) 4 906 630
From which the non-controlling interest is entitled to: 20.4 - -
Comprehensive income 9 606 105 10 764 080

The notes constitute an integral part of the financial statements.
The references in the Notes refer to Chapters IV-V of the financial statements.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
FOR DECEMBER 31, 2022

1.3. STATEMENT OF FINANCIAL POSITION - ASSETS

Year ending on

Year ending on

STATEMENT OF FINANCIAL POSITION - ASSETS

(Negative values are denoted by parentheses.) Note HLIJZF/t3hch/j§a2: d H:JzF/t:shlcﬁ:az: d
Non-current assets 34 941 457 31370772
Property, plant and equipment 9. 27 843737 25738 088
Other intangible assets Q. 2 417 675 2 516 820
Operation contract assets 9. 925 860 1052 216
Rights of use 9. 2 016 580 1766 502
Goodwill 9. 735913 -
Deferred tax assets 8. 31990 71395
Long-term deposits or loans given 11. 969 602 225 651
Long-term participation in associate 12, 100 100
Current assets and assets held for sale 65 078 937 29389976
Inventories 13. 1779133 1076 779
Trade receivables 14. 24 562 537 4 425 345
Emission allowances 15. 1521340 2395525
Other financial assets 16. 8 500 254 8 627136
Other receivables and accruals 17. 12 057 221 9155 718
Income tax receivables 7. 193 124 30 220
Cash and cash equivalents 18. 16 465 328 3679 253
TOTAL ASSETS 100 020 394 60 760 748

The notes constitute an integral part of the financial statements.
The references in the Notes refer to Chapters V-V of the financial statements.
statement of financial position continued on the next page
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
FOR DECEMBER 31, 2022

l.4. STATEMENT OF FINANCIAL POSITION - EQUITY AND LIABILITIES

"STATEMENT OF FINANCIAL POSITION - LIABILITIES Yf;;;{‘fézgzg“ "Yfg;g;‘fizzgz‘l’“
(NEGATIVE VALUES ARE DENOTED BY PARENTHESES.)" HUF thousand" HUF thousand®
Equity 26 687 762 19 009 318
Equity attributable to the shareholders of the Parent Company 26 602 913 18 999 287
Issued capital 201 249 066 242 235
Share premium reserves 20.2 6573148 5375 369
Reserve for share-based payments 203 (1459 544) (206 875)
Hedge reserve 204 2 069 245 5306 431
Retained earnings 205 19170 998 8282127
Non-controlling interest 20.6 84 949 10 031
Long-term liabilities 26 716 632 24 490 928
Debts on the issue of bonds 21 12 658 274 12 658 274
Long-term loans and borrowings 22. 6 670 051 6583 098
Finance lease liabilities 23. 1848 597 1687704
Deferred tax liabilities 8. 2 248 154 1487761
Provisions 24. 1247 765 944136
Deferred income 25. 805 775 593 865
Other long-term liabilities 26. 1238 016 536 090
Short-term liabilities 45 615 900 17 260 502
Short-term bond payables 21 - 2312138
Short-term loans and borrowings 22. 7185732 419778
Short-term finance lease liabilities 23. 391600 237 744
Advances received 27. 1499 254 8989
Trade payables 28. 11282 617 4546 498
Other financial liabilities 29. 324160 -
Other short-term liabilities and accruals 30. 24 885 619 9328196
Income tax liabilities 7. 1046 918 407 159

TOTAL EQUITY and LIABILITIES 100 020 394 60760 748

The notes constitute an integral part of the financial statements.
The references in the Notes refer to Chapters IV-V of the financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS FOR THE YEAR 2022

I.5. STATEMENT OF CASH FLOWS

Cash flqw Note 12/31/2022 12/31/2021

(Negative values are denoted by parentheses) HUF thousand HUF thousand
Profit or loss before taxes 15756 735 7 072 268
(Interest income) and interest expenses, net 6. 1047 392 953 839
Depreciation 9. 3527162 2 858 523
Recognition of impairment in profit or loss 4, 354 801 599 777
Scrapping of production and other machinery 4, 2298 12 612
Provisions recognized (released) 24. 265 959 93643
_F’lfg/ilsieons for asset retirement obligations recognized and (released) o4 (229103) (54 180)
Deferred income increase (decrease) 25. 211910 157 001
Effect of other comprehensive income 204 (3739 230) 4682760
Share-based payment cost 203 830 840 261275
Changes in deferred taxes 7. 1107 592 197 356
Effect of income taxes on profit or loss 7. (2 913 444) (1214 818)
Net cash-flow of business activity without change in current assets 16 222 912 16 249 164
Change in inventories 13. (652 051) (634 157)
Changes in emission allowances 15. 874185 (1552 037)
g:sr;{ge?ei:réjiﬁgfgc;ivables, other receivables, accrued income 14 (22 793 522) (6 597 459)
Change in other financial assets 16. 126 882 (6 831154)
aC;\grég;e?ei:rérozlaﬁjne‘CEszbles, other liabilities, accrued expenses 8. 21380 533 6784178
Advances received (final settlement -) 27. 1490 265 (37 51D
Cash flow from business activities (use of funds) 16 749 204 7 381024
Interests received on deposits and investments 6. 533791 41 355
srféci?]?;ﬁ;;g%i;‘gio” and other machinery. ) (3 598 491) 3534 766)
Investment in acquiring businesses (net of cash) 32. (505 930) -
aRE;ei:;en;ri%rlr; tahsesesiasle of production and other machinery, 9 3268 8870
Change in lease assets 10. - 128 949
Long-term loans or deposits given - lending 11 (744 309) (131395)
Long-term loans or deposits given - repayment 11 - -
Cash flow of investment activities (cash outflow) (4 311 671) (3486 987)
Interest paid on bonds and loans 21.6. (895 240) (770 035)
2361869
Bonds repaid 21 (2 343 630) -
Capital increase, purchase of own shares 201 1133 865 -
tcrgsggcetisoigsEjiCt)ﬁg\iiZ?snd cash equivalents and other 203 (1434 680) (93 382)
Dividend payment 205 (1933 001 (455 275)
Cash flow from financing activities 166 662 (3680 561)
Changes in cash and cash equivalents 12 604 195 213 476
Opening cash and cash equivalents 18. 3679 253 3455045
Cash exchange gains/losses 18. 181880 10732

Closing cash and cash equivalents 16 465 328 3679 253

The notes constitute an integral part of the financial statements.
The references in the Notes refer to Chapters IV-V of the financial statements.
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FOR THE PERIOD ENDED ON DECEMBER 31, 2022
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The notes constitute an integral part of the financial statements.

Negative values are denoted by parentheses. The amount of issued capital is different from the value registered at the registry court.

Differences are presented in Note 21 to the Separate Financial Statements.

“Ref for the various notes.
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II. GENERAL INFORMATION, SIGNIFICANT

ACCOUNTING POLICIES AND THE BASIS FOR THE

1.2 STATEMENT OF IFRS COMPLIANCE

The management declares that the consolidated financial
statements for the year 2022 were prepared in accordance
with the International Financial Reporting Standards as
adopted by the EU, based on the management's best
knowledge, providing a true and reliable picture of the assets,
liabilities, financial situation of the Group as an issuer, as

well as of its profit and loss. Furthermore, the management
declares that its consolidated financial statements for the year
2022 provide a true and fair view of the situation, development
and performance of the issuer, outlining main risks and
uncertainties. The management made this declaration in full
awareness of its responsibility.

1.2 THE ACTIVITY OF ALTEO GROUP

A By today, the ALTEO Group, founded in 2008, has become
an acknowledged comprehensive energy service provider
in Hungary. The shares of the Company, having entered the
Budapest Stock Exchange in 2010, have been listed on the
Equities Prime Market of the BSE since 2018, but ALTEO

is a member of the Hungarian stock exchange through its
corporate bonds as well.

The corporate group is an energetics service provider

and trading concern that represents a modern approach
and is in Hungarian ownership. Its business activity covers
energy production based on renewable energy carriers

and on natural gas, energy trading, as well as personalized
energy services, development projects and maintenance for
corporate entities.

The company group considers spreading renewable
resource-based electricity production in Hungary a priority
task. Accordingly, we are striving for the development of an
energy portfolio which strikes a careful balance between
relying on renewable energy and small power plants burning
hydrocarbons, as well as combining them with cogeneration
technologies to achieve even higher efficiency. We are
building a client-oriented, reliable and flexible energy trading
business to provide assistance to small, medium and large
corporations in our clientele in energy management, therefore
minimizing environmental burdens and costs.

Our strategic goals are closely linked to our core values.

When compiling our portfolio, our endeavor was to become
a decisive energy service provider on several fronts through
the optimal application of both wholesale and retail energy
trading, decentralized energy production and efficient
energy management. This way we provide our customers
and partners with high quality and innovative services, and
produce sufficient yields to our shareholders.

Global energy market trends have changed in recent years:
decarbonization has become a priority, decentralization

ALTEO GROUP / INTEGRATED REPORT 2022
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in energy production continued; innovative technologies
emerged in the energy industry as a result of digitalization.
ALTEO not only intends to become a competitive market
actor, but also wishes to take the lead in the transformation of
the energy market.

Its 2022 results confirmed ALTEO's strategy and the successful
investments of the past period. ALTEO's profitability was only
moderately affected by the COVID epidemic compared to
other more procyclical sectors due to the risk management
measures taken by the company and the fact that the
negative impact of the epidemic was far outweighed by the
excellent results achieved with other activities.

The outstanding performance of the virtual power plant in
charge of heat and electricity generation has been positively
impacted by the 18MW expansion of the power plant portfolio's
gas engine capacity in 2020. In 2021 prices in the global

market increased significantly, which also affected the Group's
profitability. The Retail segment closed with an outstanding,
record profit, reflecting the impact of rising global prices.

The results achieved in 2022, although partly stemming from
one-off events, are good feedback to ALTEO's management
and demonstrate that the strategy presented earlier and
revised in early 2022 is working. Environmental and social
sustainability continues to have a crucial role in our strategy.

1.3 ALTEO GROUP

11.3.1 GROUP MEMBERS, GROUP STRUCTURE

The Group consists of ALTEO Nyrt. (Parent Company) and the
subsidiaries. The Group includes all entities which are directly
or indirectly controlled by the Parent Company. In the Group,
controlis exercised based on ownership share.

The Group's Parent Company is ALTEO Energiaszolgaltato
Nyilvanosan MUkddd Részvénytarsasag, a company
established (on April 28, 2008) under Hungarian law as
governing law. As of September 6, 2010 the company was
listed on the Budapest Stock Exchange.

The publicly issued shares of the Company are quoted on the
Budapest Stock Exchange; the closing rate of the shares on
the last trading day of 2022 (on December 30) was HUF 3200,
the annual trading volume in 2022 amounting to 2,386,394
shares in the value of HUF 6,111 million.

Registered office and center of operations of ALTEO Nyrt.:
H-1033 Budapest, Korhaz utca 6-12.

Registered core activity of the Parent Company: Engineering

activities and related technical consultancy (Hungarian NACE
7112).

/ 107



The majority shareholder of ALTEO Nyrt. is Wallis Asset Management Zartkorien Mukodé Részvénytarsasag (H-1055 Budapest,
Honveéd utca 20, company registration number: 01-10-046529).

The Group's ultimate Parent Company was WALLIS PORTFOLIO Korlatolt Felelésségu Tarsasag (H-1055 Budapest, Honvéd
utca 20, company registration number: 01-09-925865) as at December 31, 2022. The shareholders of this entity are all private
individuals.

Ownership structure of the Parent Company based on the share register as at December 31, 2022:

i io (%
Present shareholders of the Company based on the share OV e L i
regiSter " et becember 30805 _ _ _ “
2022 2021 2022

Wallis Asset Management Zrt. and its subsidiaries 128 475 153 436 51,57% 63.32%
Consortium led by MOL RES Investments Zrt. 24 888 - 0,99% -
ALTEO ESOP Organization 14 478 59067 5,81% 2,46%
Members of the Board of Directors, o o
the Supervisory Board and the Executive Board 11429 11564 4.59% 477%
Own shares 78 94 0,03% 0,04%
Free float 69 795 71269 28,01% 20,41%
TOTAL 249143 242 329 100,00% 100,00%

The ALTEO Group's organization and structure on the reporting date which include the companies with respect to which the tur-
nover data of the current period and the balances of the statement of financial position closing the current period were filtered:

”523:%“ Energy production and Virtual power plant

Alte-A Kft. 100%

o 5ni Energigas Kft.
Tisza-WTP Kft. 100% Alize-REpEmE i 913
100% 3
Alteo-Go Kft. 100 % Domassék aMW Kt TR
100% 100%
: Euro-Green Energy Kft. Suntez: Kft.
Alteo Energiaszolgaltato Aize Sinergy 100% 100% Alteo-Therm Kft.

Energiakereskedo Zrt.
100%

Energiakeresked6 Kft.

100%
100%

Nyrt.

Pannon Szélerému Kft.
100%

Sinergy Energia-
szolgaltato, Beruhazo
és Tanacsado Kft.
100%

FE-Group Invest Zrt.
751%

ECO-FIRST Kft.

|
I
I
I
I
I
1
1
1
1
1
1
1
1
|
|
|
66.67% |
|
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The laws of Hungary are to be applied to the subsidiaries of the Group. The subsidiaries pay tax in accordance with the
Hungarian regulations.

The subsidiaries of the Group are also included in the consolidation of other companies.

Member company Consolidating entity

2022 Tisza WTP Kft. Mol Petrolkémia Zrt., 100% shares

11.3.2 ACQUISITIONS AND DIVESTMENTS

Member company Change in participations

2021 BC-Therm Kft. Divestment of 100% business quota

2022 Edelyn Solar Kft Acquisition of 100% business share

2022 FE-Group Invest Zrt. Acquisition of 75.1% participation
11.3.3 TRANSFORMATIONS

06/30/2022 - ‘Merger of subsidiaries producing energy in wind plants’

As the next step in the process to streamline the corporate structure of ALTEO Group as announced at the extraordinary General
Meeting of ALTEO Nyrt. on November 08, 2017, the Company decided on the merger by absorption of its subsidiaries operating
wind power plants. In the course of the merger

- Euro-Green Energy Kft. absorbed:

- e-Wind Kft.

- Hidrogaz Kft.

- Kazinc-BioEnergy Kft.

- Tisza-BioEnergy Kft.

- Tisza-Bioterm Kft.

- Windeo Kft.

The mergers by absorption were concluded on June 30, 2022.

Il.4 THE BASIS FOR PREPARATION OF THE applied. Beside the above, the Group prepared the financial

FINANCIAL STATEMENTS statements considering the provisions of Decree No. 24/2008
(VIIl. 15.) of the Minister of Finance on the detailed regulations

These financial statements present the financial position, on information obligation in connection with the securities

performance and financial situation of the Parent trade on the stock exchange.

Company ALTEO Energiaszolgaltato Nyilvanosan Mikoédoé

Részvenytarsasag and its consolidated entities (collectively These financial statements contain information for a

referred to as: the Group). The Group first published comparable period. The comparable data included in the

consolidated financial statements prepared under the IFRSs report were prepared based on the same principles as the

in 2010. ones applied to the data of the reporting period.

The financial statements were prepared in accordance

with the International Financial Reporting Standards (IFRSs) 11.4.1 GOING CONCERN REQUIREMENT

developed by the International Accounting Standards Board

(IASB). The IFRSs were adopted by the Group as endorsed The management of the Parent Company is not aware of any
by the European Union. Where an IFRS does not provide information or data which would imply that the Group intends
detailed guidelines for certain rules, but the Accounting Act to terminate or significantly reduce its operations in the

has such rules, the provisions of the Accounting Act shall be foreseeable future (within one year from the reporting date).
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11.4.2 PREPARATION, APPROVAL AND PUBLICATION OF THE FINANCIAL STATEMENTS

The financial statements of the Group and the related business report are prepared and approved by the management of ALTEO
Nyrt. acting on behalf of the Board of Directors. The Board of Directors publishes the finished financial statements and the
business report and submits them to the General Meeting after having it reviewed by the Supervisory Board.

The Group publishes its financial statements at its places of disclosure.

11.4.3 THE GROUP'’S PLACES OF DISCLOSURE

www.alteo.hu e-beszamolo.im.gov.hu www.kozzetetelek mnb.hu www.bet.hu

The persons authorized to jointly sign the consolidated annual report:
Attila Laszlé Chikan (H-1144 Budapest, Gvadanyi utca 15. 8. ép. B. lhaz. fszt. 2) member of the Board of Directors, CEO
Zoltan Bodnar (H-2045 Torokbalint, Honfoglalas utca 12.) Deputy CFO.

The person commissioned to control and lead the auditing tasks in accordance with Section 88 (9) of Act C of 2000:

Anita Magdolna Lénart (registration number: 186427).

1.5 SIGNIFICANT ACCOUNTING POLICIES

11.5.1 PRESENTATION OF THE FINANCIAL STATEMENTS
The Group prepares consolidated financial statements involving its controlled entities and the Parent Company (hereinafter:
financial statements). The Group's financial statements are comprised of the following (parts):

+ consolidated statement of income

+ consolidated statement of financial position

A The Group has decided to present the statement of income and the statement of other profit or loss in separate statements.
- consolidated statement of other comprehensive income

Other comprehensive income includes items which increase or decrease net assets (i.e. the difference between assets and
liabilities) and such decrease may not be recognized against any asset, any liability or profit or loss, but instead change an
element of equity directly in respect of the broadly defined performance of the Group. Other comprehensive income does not
include, among others, equity transactions which result in a change in the available equity and transactions conducted by the
Group with the owner acting in its capacity as owner.

- consolidated statement of changes in equity;
- consolidated Statement of Cash Flows
+ notes to the consolidated financial statements.

+ Management report
In the context of the financial statements but as a separate document, the Group prepares its Management Report in
accordance with the disclosure requirements relating to publicly traded securities.

11.5.2 CURRENCY, ACCURACY AND PERIOD OF THE PRESENTATION OF THE FINANCIAL STATEMENTS
+ The reporting period and the fiscal year of the Group is identical with the calendar year.
+ The reporting date of the report is December 31.
+ The functional currency of the reporting Group is the Hungarian forint.
+ The presentation currency of the report is the Hungarian forint.
+ Indicated as: HUF; the figures displayed are in thousand HUF unless otherwise indicated.

+ The foreign currency relevant to the Group is the Euro. Foreign exchange rates:

euro (EUR) 400,25 391,33 369,00 358,53

ALTEO GROUP / INTEGRATED REPORT 2022 /111



I1.5.3 DECISIONS REGARDING PRESENTATION
Changes in comparative data

The previous IFRS consolidated financial statement of the Group
was drawn up for the fiscal year of 2021. The consolidated financial
statements contain one set of comparative data, except when the
figures for a period had to be restated or when the accounting
policies had to be amended. In such cases, the opening figures of
the statement of financial position for the comparative period are
also presented.

In the event that an item needs to be reclassified for presentation
purposes (e.g. due to a new line in the financial statements), the
figures for the previous year are adjusted by the Group so as to
ensure comparability.

At the time of preparation of the report on 2022, there were no
changes in comparative data.

DETERMINING THE STRUCTURE OF THE GROUP
1 Subsidiaries

Starting from 2014, consolidation has been performed by the
Group in accordance with the provisions of IFRS 10. Before
preparing financial statements for each period, the Group verifies
whether

- it still has control over the entities which were previously in the
Group;

+ it acquired control over any new entities.

Ha a kontroll megallapitasra kerul, akkor azt az egyseget jogi
formajatol figgetlenil konszolidalja

(teljes konszolidalas). A konszolidalast a felvasarlasi modszer
(acquisition method) alapjan kell vegrehajtani.

If the existence of control is established, then that unit is
consolidated regardless of its legal form (full consolidation).
Consolidation is to be performed using the acquisition method.

The Group's ability to control means (after the effective date of
IFRS 10) that it is able to direct the subsidiary (has power over it), it
has exposure, or rights, to variable returns, and is able to determine
the use of such variable returns. Rights existing as at December

31, 2022 that were exercisable at that time or convertible to voting
rights and provided substantial rights (i.e. actually provided control
and there were no limitations which could restrict the exercise

of such rights) were considered by the Group for the purpose of
determining the extent of such control.

Control (power) is assessed based on the following factors which
are usually indicators of control. These factors shall be assessed
in their entirety and conclusion shall be derived by examining the
factors together, not separately:

- Any member of the Group or the Group collectively holds 50%
of voting shares or initial contributions plus one vote and there
are no express agreements that would restrict the Group when
voting. Where a subsidiary entity which is not wholly owned
possesses a share in another entity, such share is considered in its
entirety when determining the full extent of the share (second-tier
subsidiaries and below).

- If any member of the Group exercises the right to appoint senior

executives (senior executives include managers, as well as
members of the Board of Directors and the CEQ).
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- If there is an agreement which provides conclusive evidence that
the Group is able to make significant decisions in respect of a
given entity by itself.

- If there is an entity whose assets or capacities are fully and
consciously allocated by the Group. Controlis not deemed
to exist if this situation arises but not as a result of the Group's
conscious decisions.

Controlis not deemed to exist by the Group if the Parent Company
has a share of over 50% in an entity but operates the assets of that
entity at the specific direction and on behalf of someone else, or

if the capacities of that entity are fully allocated by someone else.
The net assets of such entities are treated by the Group as if such
assets were leased to someone else (IFRS 16), which means that
these entities are not consolidated.

The ability to control is not deemed by the Group to exist if such
controlis only on someone else's behalf in such a way that the
controlling entity (apparent parent company) does not bear any
risks in connection with the controlled entity.

Entities which are insignificant and subsidiaries whose operations
are different from the Group's scope of activities are not exempted
from consolidation by the Group.

The reporting date of the subsidiaries' financial statements was

the same as the Parent Company's reporting date, and the
accounting policies adopted by the subsidiaries were identical to
the Parent Company's accounting policies. The accounting policies
of the entities which have recently joined the Group have been
harmonized with the Group's accounting policies and accounting
policies have been developed in connection with the newly
introduced activities and accounting events.

2 Associates

A Associates are presented by the Group using the so-called
equity method. The compensation paid for the share is recognized
by the Group at initial recognition as the initial value. If the amount
paid for the share exceeds the fair value of the net assets, then
this difference is treated by the acquirer as goodwill in such a way
that this difference is not shown in a separate line in the statement
of financial position; instead, the amount will be the same as the
value of the share. Any negative difference is immediately credited
by the Group to profit or loss as negative goodwill.

Subsequent to initial recognition, the part proportional to the
comprehensive income for the current year is recognized by the
Group as an increase or decline in the value of the share. The effect
of the change is recognized by the Group in a separate line in the
statement of profit or loss and other comprehensive income (share
of profit of associate) up to the part which is derived from net

profit or loss. Any change in the net assets of the associate against
other comprehensive income is presented by the Group in other
comprehensive income, also in a separate line (share of other
comprehensive income of the associate).

Should the value of the share turn negative as a result of the year-
end valuation, then a liability arising from this position is recognized
by the Group only if it is subject to a legal or constructive obligation
to meet its liability. If no such obligation exists, then the Group
merely discloses the value of unrecognized loss.

In the statement of financial position, balances with entities of the
Group are not eliminated, but the part of the profit recognized by
associates that has an effect on the comprehensive income and
is attributable to the Group, need to be eliminated proportionally.
Goodwill arising with the acquisition of these investments will not
be recognized separately, but will be included in the value of the
share.
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DEFINITION OF SEGMENTS

The Group discloses operating segment information in the notes to the financial statements. Operating segments are determined in

accordance with the strategic expectations.

3 Activity based segments

The activity of the ALTEO Group can be classified in the following main groups (segments):

Description of segment Segment activity

Energy Trading

Retail trade in electricity and gas

Renewables-based energy production

(formerly: 'Subsidized’ Electricity Production - 'KAT)

Energy production of renewable solar, wind and hydropower plants.

(formerly: Electric power production of power plants producing for the subsidized
KAT or METAR system (utilizing renewable energy).

Heat and electricity production and management

(formerly: Market-based heat and electricity generation)

Regulated heat and electricity production

(formerly: Market-based heat and electricity generation, including the portfolio
performance of the Virtual Power Plant.)

Energy services

Operation, maintenance of energy generating assets and construction-
installation activity.

Other

Other non-segment activities and central administration.

The principle of identifying segments is the formation of
segment units by differences in risks and business models.

These activities are monitored by the strategic and operational
decision-makers. The content and name of the single
segments is continuously tracked by the management of the
Group and is also clarified by the management of the Group
as necessary. Since the management does not review the
assignment of assets and resources to specific segments,

the segment level breakdown of assets and resources is not
published.

4 Geographic segments

The activity of the Group is limited to Hungary only, the
management did not consider it necessary to establish
regional segments for the area of the country.

11.5.4 PRINCIPLES FOR PERFORMING CONSOLIDATION
Treatment of business combinations

Business combinations include cases where the Group
acquires control over a new entity and the goal of the
transaction is to acquire the business operations of the
acquiree and not only its assets. The acquisition of control is
recorded as of the day after which any of the circumstances
that result in the entity being treated as a subsidiary apply.

The value of goodwill or negative goodwill is determined
for the date of the business combination. This value is the
difference between the fair value of the assets transferred in
return for the share (the consideration) and the fair value of
the share of net assets acquired. The consideration includes
previously held shares in the entity.

The consideration includes the following:
- money paid or due;
- the fair value of the stocks issued by the acquirer in relation

to the combination (the fair value is derived from the stock
price at the date of issue);
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- the fair value of other assets transferred (reduced by any
liabilities transferred);

+ the fair value of any contingent consideration, i.e. the part of
the consideration which is payable or refundable if certain
future events occur (or do not occur).

If the actual amount transferred (returned) is different from the
estimated value of the contingent consideration, then such
difference is recognized by the Group in profit or loss in the
period in which the value of the difference can be calculated.

Determining the acquired net assets

The assets and liabilities acquired as part of the business
combination are measured at the fair value as at the date of
the combination. The principles for determining fair value are
described in the chapter on fair value. During valuation, assets
and liabilities which are not included in the acquiree’s separate
financial statements but need to be recognized under the
standards are recorded in the statement of financial position.
In particular, this includes internally-generated intangible
assets and owned by the acquiree; in addition, any contingent
liabilities of the acquiree as at the date of the business
combination are recognized (at fair value) as liabilities,
regardless of the fact that these may not be recognized as
liabilities in separate financial statements under IAS 37.

Goodwill

The difference between the consideration paid for the
acquired subsidiary (cost of control) and the net assets
acquired is recognized by the Group as an intangible asset
which cannot be amortized, provided that such difference is
greater than zero. If the value of the goodwill is negative, the
procedure to be adopted is as follows:

+ an organization that is different from the one that
performed the original calculation (or, if none is available,
a different person within the organization) recalculates
the value of goodwill (does calculations and reviews the
valuation, focusing on the undervaluation of liabilities and
overvaluation of assets) and makes adjustments as required;
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- if the result of the calculation is still a negative value, then
such difference is credited to profit or loss in one lump
sum as profit on a “bargain purchase” from the Group's
perspective; such profit is attributable to the shareholders of
the acquirer.

Measurement period

Determining the fair value of the assets acquired may take

a long time. In accordance with the provisions of IFRS 3, the
value of net assets acquired as well as the resulting goodwill
or negative goodwill are finalized by the Group within one
year from the date of acquisition (measurement period).

The value of net assets and goodwill (negative goodwill) is
recognized by the Group in the financial statements issued

in the measurement period at a value that is based on its
best estimate at the time of issue; however, such estimate
may change considerably during the measurement period.
In accordance with the rules under IFRS 3, these changes are
treated by the Group not as corrections, but as adjustments
relating to the measurement period. No such change
happened in the current year. Note V.32 contains further
details on the acquisitions.

Impairment of goodwill

The Group recognizes goodwill when it participates in a
business combination as a buyer and the value of assets
handed over in order to obtain control (including the value of
liabilities accepted from former owners) exceeds the fair value
of its net assets concerning the purchased group. The Group
assigns it to the cash-generating unit (Cash Generating Unit
- CGU) and tests it every year whether the goodwill became
impaired. In the course of the impairment test of the goodwill
the recoverable amount of the CGU must be compared to
the carrying amount of the CGU. If the recoverable amount

is smaller than the carrying amount of the CGU then - if
there are no clearly damaged assets - the goodwill must be
written off first. The goodwill must not be reversed later. The
recoverable value of CGU is the greater one of the value in
use and the fair value less point-of-sale costs.

Treatment of non-controlling interests (NCl)e

The net assets (assets and liabilities) of non-controlled
interests are recognized by the Parent Company in their
entirety. However, only the part of consolidated equity which
is held after the acquisition and attributable to the Group is
recognized by the Group as equity attributable to the Parent
Company.

The value of the net assets of the subsidiaries attributable

to non-controlling interests is recognized by the Group
separately, in one line, as non-controlling interest. The non-
controlling interest is part of the equity not attributable to the
owners of the parent company.

Non-controlling interests are recognized by the Group in
proportion to net assets (at carrying amount) at each reporting
date and are not re-measured at fair value at the end of each
reporting period.

Changes in the structure of the Group
(in respect of existing shares)

In the event that the Group sells a part of its share in a
subsidiary, the following procedure must be used:

- if control is retained (the entity remains a subsidiary), then
the difference between the change in non-controlling
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interest and the selling price (compensation) is accounted
for in equity (no profit or loss is realized) and is recognized
separately as a transaction with owners in the statement of
changes in equity;

- if control is lost, then the difference between the value
of the derecognized net assets and the selling price
(compensation) is recognized in the consolidated financial
statements as profit or loss. Any share that is retained is
measured at fair value as at the date on which control is lost
and shown as associate or financial instruments.

If the Group acquires an additional share in an entity in which it
already has a share, and

- if control is not obtained even after the increase in its share,
then the Group continues to account for its share in the
relevant entity as a financial instrument or associate;

- if control is obtained as a result of the increase in share
through the transaction in question, then the Group applies
the rules if IFRS 3 to this step, consolidates the assets and
liabilities of the relevant entity and recognizes goodwiill
or negative goodwill according to the provisions of the
standard;

- if a share is increased in such a way that the entity
associated with the share was already controlled by the
Group before the increase, then the Group reduces the
amount of non-controlling interests and the difference
between this reduction and the compensation received
is recognized directly in equity as a transaction of owners;
no profit or loss is recognized with respect to these
transactions and the value of goodwill (negative goodwill)
remains unchanged.

11.5.5 TRANSACTIONS WITH OWNERS

No profit or loss or other comprehensive income may be
realized with respect to transactions with shareholders of

the Parent Company in which the other counterparty is the
Group. This rule is applicable to transactions where the parties
involved in the transaction acted in their capacity as members
or determined the terms of the transaction with a view to their
capacity as members. Such items are accounted for directly in
equity as dividend payment or additional capital contribution
(designated as a transaction with owners).

Besides the above the Group recognizes the difference
between the value of the share recognized among non-
controlling interests and the value of the capital increase in
the case of ownership share obtained through contribution
among the Transactions with owners.

11.5.6 DIVIDENDS

At its annual General Meeting, the Parent Company may
decide on the payment of dividends. Dividend is paid only
on the Company's registered, dematerialized ordinary A"
series shares with a face value of HUF 12.5, recorded with the
identifier HU0000155726ISIN - excluding the treasury shares
held by the Group, as well as other shares that do not entitle
their holders to dividends pursuant to Section 3:298(3) of the
Civil Code.

1.5.7 ACCOUNTING POLICIES RELATING TO THE STATEMENT
OF PROFIT OR LOSS
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Revenues

The Group accounted for its revenues in accordance with the
rules of IFRS 15.

IFRS 15 established a unified model for revenues originating
from contracts. With the help of the unified five step model
the standard determines when and in what amount do
revenues have to be recognized. This standard states explicit
expectations for the situation when several elements are
transferred to the customer at the same time. IFRS 15 describes
two methods for timing the recognition of revenue: revenue
accounted for at a given time and during a given period. The
IFRS 15 standard also creates theoretical rules concerning
what happens with the costs in connection with acquiring
and providing - not recognized elsewhere - the contract. The
standard does not contain revenue recognition rules for the
financial instruments; those will be settled in IFRS 9.

According to the IFRS 15 standard, revenue elements shall

be accounted for in accordance with the termination of
performance obligations. Performance obligations shall be
considered as terminated when an entity transfers the control
over the goods or services to the buyer. Revenues must be
accounted for when the Company realized them - that is, if
the Company contractually performed towards its customers
and the financial settlement of the claim (the realization of the
economic advantage in connection with the transaction by
the company) is likely, and the amount of that and the related
costs can be adequately (reliably) measured.

Items collected on behalf of other entities and to be
recharged later, and excluded from revenues

The Group does not recognize items collected on behalf
of other entities to be recharged later as part of revenue
because the Group has no control over these items. The
Group identified the following as such items:

Value added tax

Value added tax within the meaning of Act CXXVII of 2007.

Energy tax

The tax within the meaning of Act LXXXVIII of 2003 on Energy Tax.

Excise duty

The tax within the meaning of Act LXVIIl of 2016 on Excise Duty.

Distribution fees within the meaning of Item c) of Section 142 (1) of Act LXXXVI of 2007 on

electricity:
Electric power system usage fees

the distributor's base fee, the distributor's performance fee, the distributor's traffic fee, the

distributor's reactive energy fee, the distributor's loss fee and the distributor's schedule

balancing fee.

Financial assets within the meaning of Section 147 of Act LXXXVI of 2007 on electricity:

Financial assets

the fee payable for the structural transformation of the coal industry, the fee payable for

supporting the discount price electric power and the related production structure transformation

fee.

Based on the decision of the General Meeting of the Hungarian Hydrocarbon Stockpiling
Association No. 2/2016. (XIl. 16.) a membership contribution payable after mineral oil products

HHSA fee

and natural gas, according to the provisions of Section 40(2) of Act XXIII of 2013 on the safety

stockpiling of imported mineral oil and oil products and of Sections 8(1) and (2) of Act XXVI of
2006 on the safety stockpiling of natural gas.

Products, services acquired for third
parties in agent status and forwarded in
unchanged form

If forwarding a given procurement (service or product) is done in the same form in unchanged
amount by the Group and no practical risk arises on the part of the Group in connection with this,
then reselling is done in an “agency structure” and the item is no part of the revenue. Usually,
water rates invoiced forward under district heating service can be such transactions.

Customer contracts

In connection with the customer contracts, the Group applied
the 5-step model specified in the standard. In most of the
existing contracts, the date of performance is not different from
the billing period, therefore, the realization of the revenues

is not different from the actual billing. Regarding contracts
where several elements are transferred to the buyer at the
same time or as recognized revenue for a period, the Group
performs the realization of the revenue - the allocation to
contractual elements or periods - by taking into consideration
the underlying economic content. The following contracts or
contractual elements are included in this category:

+ General construction-installation contracts: In the case of
general construction-installation contracts, revenues are
accounted for depending on the stage of completion of
the project in question. The determination of the stage of
completion shall be performed proportionately to the ratio of
any actually occurred costs to the total planned costs. If, in
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the case of the project as a whole, a loss may be expected,
that expected loss must be accounted for immediately. All
the estimates concerning the revenues accounted for must
be prepared considering all the information that is available
at that moment. If the amount of the planned (expected)
profit changes in the course of a given project, then it
involves the adjustment of the revenues accounted for. If a
given project is expected to generate loss, then accounting
for the loss in full becomes necessary in the earliest period
when the related information becomes available the first
time. Estimates concerning the revenues accounted for must
be prepared considering all the information available at the
time of publishing the report in question.

+ The overhaul component of flat-rate operation and
maintenance contracts (at present, this is relevant only
in the intra-Group contract cases): For the appropriate
operation of certain pieces of power plant equipment (e.g.
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gas turbines, gas engines etc.), overhaul repairs are required
at predetermined intervals. If an operation and maintenance
contract concluded with an external party contains such a
periodical element, the proportion of the related revenue
must be separated and shall be realized against the
respective costs.

- ‘Take-or-pay component in energy retail contracts: Certain
energy trade contracts may contain a provision determining
that the consumer shall pay the contractual amount for the
allocated reserve even if it was not consumed. If it can be
safely assumed that the Group is entitled to such revenue
and that revenue is realizable (enforceable), then that
revenue must be settled. In the case of the Group, according
to market experience, no such realizable revenue is available.

According to the opinion of the Group's management, the
revenues to be settled do not differ from the invoiced amounts
in the case of the following contracts:

- Energy retail transactions: Invoicing (settlement invoice) takes
place on the basis of actual consumption.

- Energy wholesale transactions: The settlement takes place
according to the contractual terms.

+ Energy regulation, energy production: The settlement takes
place on the basis of actual production.

- Open-book accounting: The settlement takes place for a
given period on the basis of cost elements accepted by the
parties.

The Group performs individual assessments and investigations
of its buyers' contracts, with the exception of the retail business.
Due to the individual character of the contracts, the portfolio
method is not applicable, either to the contract portfolio or any
part thereof.

Wherever a contract or a contractual element contains a
significant financing element which is more favorable than

the market practice, with the deferral of payment exceeding
one year, then that financial component must be recognized
separately. In such cases, only the present value of the invoiced
consideration can be accounted for as revenue.

If, in connection with a long-term contract, costs directly
related to that contract incur where the return is guaranteed
by the contract for the full contractual period, these costs shall
be recognized as assets related to that contract and amortized
over the term of the contract. Such elements may include
various legal, intermediation and contingency fees.

The Group presents any proceeds from leases strictly related
to its core activities as revenues.

Expenses related to operation

In line with the presentation principles of the total cost method,
non-finance expenses are to be classified as follows:

- material expenses;

- personnel expenses;

- depreciation and amortization.

If a specific transaction belongs to the scope of a specific
IFRS, then its recognition takes place in accordance with that
standard

Changes in the inventory of assets produced by the Company
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The Group develops industrial equipment and facilities as
well as control technology equipment, which are presented as
assets produced by the Company.

Changes in the inventory of stocks produced by the Company

Expenditure allocated to the production of industrial
equipment and facilities developed by the Group for third
parties is presented as inventories until their delivery. From the
perspective of heat and electricity produced by the Group,
storage does not apply.

Other revenues and expenses

Other income recognized by the Group includes the
consideration for sales that cannot be classified as revenue,

as well as any income that cannot be considered finance
income or an item increasing other comprehensive income.
Other expenses include those that are directly related to
operations and are not classified as financial expenses or do not
reduce other comprehensive income. Other income and other
expenses are recognized by the Group in the statement of profit
or loss as net figures.

GHG emission allowance / revenue from sales of CO2 quota

The Group is allowed to sell its EUA quotas (emission
allowances) under certain conditions. The profit on such sales is
recognized as other income.

Finance income and expenses

The Group accounted for its finance income and expenses in
accordance with provisions of IFRS 9.

Dividend income and interest income not eliminated upon
consolidation are recognized as finance income. Interest
income is accounted for in a pro-rated manner and dividend
income may only be recognized if a final decision on dividend
payment has been made by the entity disbursing such
dividend. Interest expenses are calculated using the effective
interest rate method and are classified as financial expenses.
Exchange differences on foreign currency items (if not a part
of other comprehensive income under IAS 21 - The Effects of
Changes in Foreign Exchange Rates) are recognized by the
Group in financial income. The Group shows financial income in
its statement of profit or loss and other comprehensive income
on a net basis.

Income tax expenses
The following are recognized as income tax:

- corporate tax (Act LXXXI of 1996 on Corporate Tax and
Dividend Tax)

+ income tax on energy suppliers (Act LXVIII of 2008 on
Enhancing the Competitiveness of District Heating Services)

+ local business tax (Act C of 1990 on Local Taxes)

+ innovation contribution (Act LXXVI of 2014 on Scientific
Research, Development and Innovation)

Offsetting

In addition to the requirements under IFRS, the impact of a
transaction is recognized in the Group's financial statements
on a net basis if the nature of the given transaction requires
such recognition and the item in question is not relevant to
business operations (e.g. sale of a used asset outside business
operations).

Use of the EBITDA in the ALTEO Group

To facilitate the assessment of profit or loss, the Group
management discloses the EBITDA figure with the content
defined by the Group. The method of EBITDA calculation is
presented below:
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EBITDA = Net profit or loss +/- the fol-
lowing items:

+finance income
+ [ncome taxes
+ Depreciation, amortization

+ Impairment of goodwiill

where the Group modifies the net profit or loss with the
following items:

Finance income: the Group adjusts the net income with all the
items in the finance income (effective interest, exchange rate
differences, etc)) so the Group fully neutralizes the effect of
the finance income when calculating this indicator.

Income taxes: income taxes in the net profit or loss (current
and deferred taxes alike) are neutralized by the Group when
calculating the indicator.

Depreciation and amortization: the depreciation, amortization
of assets belonging under IAS 16, IAS 40 and IAS 38 and
assets recognized at the Group as assets and given to
operating lease or concession is eliminated when calculating
the indicator (they are "given back"). The non-systematic
decrease of such assets (typically: impairment) is adjusted

by the Group retroactively, similar to depreciation and
amortization. (We do not adjust the impairment of other
assets, e.g. financial instruments when calculating the
indicator.)

EPS - earnings per share the shareholders are entitled to

When calculating earnings per share the “net profit or loss
concerning the owners of the Parent Company” are divided
for the shares in circulation. When calculating the diluted
EPS indicator all the diluting factors (e.g. shares bought back,
issued options, etc.) shall be considered.

11.5.8Accounting policies relating to the statement of
financial position and the recognition and measurement of
assets and liabilities

Property, plant and equipment

Only assets which are used in production or for administrative
purposes and are used for at least one year after
commissioning are classified by the Group as property, plant
and equipment (PPE). In terms of their purpose, the Group
makes a distinction between production and non-production
(other) assets.

The initial carrying amount of an asset comprises all
items which are related to the purchase or creation of the
given asset, including borrowing costs (for details, see the
accounting policy on borrowing costs).

If an asset needs to be removed or demolished at the end

of its useful life (or if the given asset is no longer used, it is
sold or abandoned), then the costs incurred to retire it (Asset
Retirement Obligation or ARO) are added to the initial value of
the asset and a provision is recognized in this respect, given
that the Group has at least a constructive obligation for the
retirement. No provisions are made for ARO is the estimated
expense of deconstruction is not significant, that is, it remains
under HUF 500,000. Assets that belong together must be
reviewed as a group and if the decommissioning costs of a
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group of assets that belong together is significant in total, then
provisions must be made for ARO concerning the group of
assets.

The Group estimates the ARO using a percentage coefficient
between 0% and 10%. The Group used a discount rate of 8.57%
for discounting in 2022.

The discounted liability is increased each year, taking into
account the passing of time (unwinding of the discount) and
future changes in the estimation of unwinding costs. The
increase in the liability arising from the unwinding of the
discount is accounted for as interest expense.

The Group uses the component approach, which means that
the parts of a physically uniform asset which have different
useful lives are treated separately, mainly in the case of
production assets.

Fixed assets are measured subsequent to initial recognition
using the cost model (initial value reduced by accumulated
depreciation and accumulated impairment losses).

The depreciable amount is the initial cost reduced by the
residual value. Residual value is determined if its amount is
significant. Residual value is equal to the income that can be
realized after the asset is decommissioned, reduced by the
cost of disposal.

Depreciation is calculated on the basis of the depreciable
value for each component.

The Group uses the hours of service for power plant
equipment and the straight-line depreciation method for all
other assets. The following depreciation rates are used for
assets:

Asset group Extent of depreciation

Land non-depreciable

Buildings 1-6%

Power plant equipment 1-20% / or proportionate to

production
Waste utilization equipment 1-20%
Non-production machinery 14-33%
Office equipment 14-50%

The Group reviews the useful life of each component and
determines whether the asset can be utilized during its
remaining useful life and whether the residual value is realistic.
If not, then the depreciable amount and/or the residual value
are adjusted for the future.

The value of a fixed asset is increased by significant repair
projects which involve substantial cost and occur regularly but
not every year. These projects are treated by the Group as a
component of the given asset and its useful life is aligned with
the next (expected) occurrence of such projects.

Income from the sale of a fixed asset is recognized among
other items, with the remaining carrying amount of the asset
deducted. Expenses arising upon the scrapping of fixed assets
are also recognized among other items. Only expenses are
accounted for in this case and no income.
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For the presentation of Fixed assets, see Chapter IV.9 Fixed
assets and intangible assets below.

Description of the accounting policy regarding investment
property

The Group owns no investment property.
Other intangible assets and goodwill

The Group determines whether any of its intangible assets
have indefinite useful lives. Goodwill is classified as an
asset with an indefinite useful life; such items arise upon
consolidation.

The Group performed development activities concerning

the production of other intangible assets that meet the
recognition requirements of IAS 38 in the year 2017 the first
time. In the opinion of the management of the Group, know-
how that can generate income may be realized as the result of
the development activity. Costs incurred in the course of the
development project are recognized among intangible assets.
If no asset could be produced as the result of development
that meets the relevant requirements of IAS 38, recognition of
impairment becomes necessary.

The initial value of intangible assets is determined using the
method described in the case of fixed assets.

Intangible assets with indefinite useful lives are not amortized;
instead, they are subject to impairment testing in each period
or when there is an indication of impairment (see impairment
losses).

For all other intangible assets, the existence of any contractual
periods which restrict the use of such rights must be
considered. In such cases, the depreciation period may not be
longer (though it may be shorter) than this period. By default,
the term of the contract is accepted as the useful life.

For software and other similar intangible assets, amortization
rates of 20% to 33% are used. Subsequent to initial recognition,
intangible assets are uniformly measured using the cost
model. The residual value of intangible assets is considered
zero, unless proven otherwise.

The Group has identified the acquired KAT eligibility of the
acquired KAT permit holders as an asset The Group amortizes
KAT permits in proportion to production until the expiry of

the KAT permit. The KAT permit gives the right to the Group

to put the production of certain power plants to the state

(the state is obligated to buy at a guaranteed price). KAT
permits connected to projects developed internally cannot be
recognized with values.

Operation contracts (IFRIC 12)

Accounting for concession assets according to the IFRIC 12
standard: The Contracts for district heat production, investment
and long-term heat supply with the entity under service
obligation as of the inclusion in consolidation of the heating
power plants of the Group in Kazincbarcika, Tiszatjvaros, Ozd,
and Budapest Furedi utca are presented in accordance with
the IFRIC 12 standard. At the time of purchase, no value was
allocated to concession assets in the course of allocating
purchase price. Accounting for revenues is performed based
on the “Intangible assets” model according to the standard. The
Group decided on recognition in view of the expiry of the Long-
term Heat Supply Contracts, which expiry is regularly verified
at the time the statement of financial position is prepared.

If a contract is extended, that event increases the value of
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the investments made by the Group and of the concession
agreement. Amortization of the concession contract is time
proportionate, in accordance with the duration of the contract.

Rights of use, leases (IFRS 16)

AlLeases are contractual arrangements where the owner of an
asset transfers the right to use that asset in return for a series
of payments.

The IFRS 16 “Leases” standard entered into force on January 1,
2019. The Group applies the recognition exceptions provided
by IFRS 16 for short-term leases and low value assets (below
USD 5,000). No right-of-use asset and associated liability are
recognized for leases where the indefinite duration and the
related contractual termination conditions, or the absence of a
fixed fee element, do not permit such a determination.

The leasing component must be separated in the case
of complex sales or supply contracts where one of the
contractual elements meets the standard'’s conditions.

For the initial recognition of a lease, in the case of
establishment of the value of the right of use and the
obligation, the existing comparative data of the ALTEO Group
must be used when determining the market interest rate. If
such data are not available, the statistics published by the
Central Bank of Hungary shall be taken into account. The
right-of-use asset is amortized taking into account the same
useful life as the lease term.

For contracts with a term of more than 12 months and high
value, the initial cost of the right-of-use asset is determined
by the Group at the discounted present value of payments
due for the remaining lease term. For establishing the market
interest rate the Company used the statistics published by the
Central Bank of Hungary.

Leases and agreements that qualify as leases

The Group records assets and asset groups for which it
transfers the right to use such assets and asset groups to
other parties based on a contractual relationship and, at the
same time, transfers control over such assets or asset groups.
The latter means that, for the given asset or asset group

- the entire capacity is used by that other party;
- essentially all of the outputs are obtained by that other party;
- that other party has physical access;

- and the Group is essentially unable to change this situation
or any change would be completely irrational from an
economic perspective.

In such situations, in accordance with the provisions of IFRS 16
(formerly: IAS 17 and IFRIC 4), the Group does not recognize
the underlying asset as an own fixed asset, but instead the
contract is treated as a lease (despite the legal form) where
the Group acts as a lessor in such cases.

In cases where the given asset group is organized in a
separate legal entity, the subsidiary is not consolidated (i.e.
individual assets and liabilities are not recognized); instead,
the entire arrangement is treated as a lease contract.

Where the Group acts as a lessor, it

- recognizes the related receivable (which will first be the
present value of future cash flows);
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- splits subsequent cash flows into principal repayment and
return using the implicit interest rate applied in the lease
(the former reduces the asset, while the latter is recognized
in profit or loss);

- and, if required, performs the foreign currency translation of
the remaining asset according to the rules of IAS 21.

The return on the lease is recognized by the Group as revenue
(in accordance with its content).

Policy on borrowing costs

In accordance with the provisions of IAS 23, borrowing costs
are capitalized by the entity if the borrowing is attributable
to a qualifying asset. For dedicated borrowings (those

that are assigned to a specific purpose), the amount to be
capitalized is determined using the effective interest rate

of the borrowing. For general purpose borrowings, the
capitalization rate is calculated manually. The capitalization
rate is the average of the effective interest rates of general
purpose borrowings weighted by the time elapsed since the
date of payment or, if later, the time elapsed since the start of
capitalization and the amount of the payment.

An asset (project) is regarded as a qualifying asset (project) in
the following cases:

+ beruhazasi szerzédesrél van szo (amely hosszabb, mint hat
hénap);

+ olyan eszkdzrél van szo, amelynek megepitése, elkeszitése
vagy atalakitasa tovabb tart, mint

The value of the given asset is irrelevant for the purpose of
classification.

The capitalization of borrowing costs starts when an
irrevocable commitment to acquire the asset or implement
the project exists or is probable. For assets, this is usually
when the cost necessary to build the asset is incurred;

for projects, this occurs when the actual work begins

or, if planning is also done by the Group, the start of the
preparation of the plan subject to the licensing process.

The capitalization of borrowing costs is suspended if
work is interrupted for a period of time that is longer than
technologically reasonable.

The capitalization of borrowing costs is finished when the
asset is ready or when the actual work on the project is
completed or, if earlier, the asset created in the course of the
project is in use or its use has been approved.

The Group discloses the capitalization rate used for
determining the amount of the borrowing costs to be
capitalized in the year of their capitalization, in Section IV.9.6.

Accounting for government grants

As a general rule, grants are recognized by the Group as
income. Income is spread out over the periods in which the
asset is used. The part that cannot be credited to profit or
loss is recognized in liabilities as deferred income. Items to
be credited to profit or loss are deducted from the related
expenses where possible.

If a grant is related to expenses, then such grant is principally

accounted for by reducing expenses. If this is not possible, it is
recognized as other income.
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Grants may be accounted for if

« it is essentially certain that the Group will meet the
requirements for the grant, and

- itis certain that the Grant will be awarded to the Group.

In the event that a grant must be repaid subsequently, a
liability is recognized when this becomes known by increasing
the value of the asset or the expense.

If any advance is paid against the government grant, it must
be recognized among liabilities. In the case of such a grant
construct deferred income may only be recognized if the
grant settlement is done.

In accordance with the above principle, the Group recognizes
assets received without consideration as assets by recording
deferred income (liability) against the asset (as a result,
emission quotas received from the government without
consideration is recognized as assets at their fair value).

Assets held for sale and discontinuing operations

Non-current assets whose carrying amount will be recovered
principally through an imminent sale transaction rather than
through continuing use are classified as assets held for sale.
Assets held for sale also include so-called disposal groups
which comprise assets and closely related liabilities that

are expected to be disposed of subsequently as part of a
transaction (e.g. a subsidiary to be sold).

This classification may be used if it is highly probable that
the sale in question will be completed within one year from
the date of classification and the asset or disposal group

is available for immediate sale in its present condition, the
activities necessary for the sale to take place are underway
and the asset or disposal group is being offered at a
reasonable price.

Assets held for sale are separately presented by the Group

in its statement of financial position and their value is not
included in either non-current or current assets. These assets
are not depreciated by the Group and are measured at the
lower of their cost on the reporting date and fair value less
costs to sell. The resulting difference is recognized by the
Group against profit or loss.

If an asset needs to be subsequently reclassified as a
non-current asset due to the fact that the conditions of
classification are no longer met, then after the reclassification
the asset is measured at the lower of the value adjusted by
the unrecognized depreciation and the recoverable amount.
The resulting difference is recognized in profit or loss.

According to the provisions of the standard, the Group
recognizes its discontinuing operations separately, if they are
significant. It does not qualify as a discontinuing operation

if the legal form of a given activity gets changed but the
underlying economic content does not change significantly
(e.g. the amount of heat sold earlier as “district heating
supplier licensee activity" is sold later as “district heating
producer licensee activity”).

Inventories
Inventories are stated in the financial statements at the lower

of initial recognition cost and net realizable value. Inventories
are classified as inventories expected to be recovered within
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a year and those expected to be recovered after more than
one year. Fuels are assumed to be used up within one year.
The Group determines the closing value of inventories based
on their average cost and the value of inventories includes
all costs which are required for the use of inventories in the
intended manner and at the intended location.

Emission allowances
GHG emission allowance

The emission units allocated based on the National Allocation
Plan (EUA) are accounted for by the Group as Current assets
and assets held for sale. When determining the initial cost of
emission units, the price on the date on which the units are
credited is taken into account. Emission units are amortized on
the basis of verified emission data at the time of use (charging
the cost of revenues).

The Group records values maintained for satisfying the
return obligation among short-term assets. The values to be
returned within one year and received without consideration
are shown at cost by the Company.

If the Company holds emission assets for trading purposes
or for investment purposes, the Group subjects them to

an impairment test at the reporting date. Emission units
are tested by the Group for impairment at the end of each
calendar year.

Emission allowances are traded on a regulated market. The
Group does not participate in market trading actively with its
assets received without consideration; nevertheless, it obtains
any additional quota required from the market.

Rights related to the energy efficiency obligation scheme

According to the provisions of Act LVII of 2015 on Energy
Efficiency (Energy Efficiency Act), starting from 1 January 2021,
electricity traders are required to introduce programs that
result in energy savings for end-users. The party subject to
the obligation may fulfil its energy saving obligation either
through energy efficiency investments or energy efficiency
improvement measures in its own sector of activity or in
another sector outside its own sector of activity, as well as
through certified energy savings by other obligated parties,
energy efficiency service providers that are not obligated
parties or other third parties.

The volume (GJ) of the energy saved by another obligor is
recognized by the Group in Inventories at cost.

Accounting for impairment losses other than financial
instruments and identifying CGUs

The Group tests its assets and cash-generating units for
impairment each year.

The Group specifies its cash-generating units as follows:

- Ancillary services asset group: the most significant CGU
comprising several legal entities of the Group (Alteo-
Therm Kft., certain assets of Sinergy Energiakereskedd Kft.
and Alteo Nyrt.) is the entirety of power plant equipment
generating heat and electricity from natural gas under the
AVPP.

- Renewable power generation equipment by site (sites of

Sunteo Kft, Domaszék 2MW Erému Kft., Pannon Szélerému
Kft., Monsolar Kft, Euro-Green Energy Kft.)
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+ Inorganic waste management business line (Fe-Group Zrt)
- Electromobility business line (Alte-Go Kft.)
+ Business lines with no substantial assets:

+ Retail trade (ALTEO Energiakereskedé Zrt.)

- Renewable production management (as part of Sinergy
Energiakereskedd Kft.)

+ External operation (certain assets of Alteo Nyrt.)
- External maintenance (certain assets of Alteo Nyrt.)
« Project implementation (certain assets of Alteo Nyrt)

Testing consists of two stages. The first stage is to examine
whether there are signs indicating that the assets in question
are impaired. The following may be signs that a given asset is
impaired:

- damage;
- decline in income;

- unfavorable changes in market conditions and a decline in
demand;

+ increase in market interest rates.

Should there be any indication that an asset is impaired, a
calculation that allows the recoverable amount of the asset
to be determined is performed (this is the second step). The
recoverable amount is the higher of the fair value of the asset
reduced by the cost of disposal and the present value of the
cash flows derived from continuous use. In the absence of
more precise estimations, the cost of disposal is deemed to
be 10%.

If the value in use of a group of assets cannot be determined
as it does not generate any cash flows itself (it is not in use),
the test is performed with respect to the cash-generating
units (CGUs).

If the value in use can only be determined with respect to the
CGUs and impairment needs to be accounted for, impairment
losses are split as follows:

- first, damaged assets are impaired;
- second, goodwill is reduced;

- third, the remaining amount of impairment losses are split
among fixed assets (PPE) and intangible assets in proportion
to their carrying amount prior to impairment.

The value of assets may not drop below their fair value
reduced by their individual cost of disposal.

The Group tests the value of goodwill generated in the course
of earlier acquisitions on every reporting date for impairment
regardless of indications, as provided for in IAS 36. All the
goodwill created in the course of previous acquisitions was
already impaired.

Provisions
Only existing liabilities which are based on past events and

have uncertain value and timing may be recognized as
provisions. No provisions may be recognized for liabilities
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which are not linked to present legal or constructive
obligations.

If the existence of a liability cannot be clearly identified, then a
provision may only be recognized if its existence is more likely
than not (probable obligation). If the probability is lower than
this, a contingent liability is disclosed (possible obligation).
Such items may not be shown in the statement of financial
position; instead, they are presented in the notes to the
financial statements.

Provisions are shown as liabilities and are classified as non-
current and current liabilities. If the time value of money in
respect of a provision is considered material (as it will be due
much later), the expected cash flows are discounted. The time
value of money is considered material if cash flows are still
generated after 3 years or even later.

The following items are typically included in provisions:

- compensation payable in relation to legal cases;

- indemnification or compensation based on an agreement;
- warranty liabilities;

- asset decommissioning liabilities;

- severance pay and costs arising due to restructuring;

+ CO, emission costs not covered by a quota.

If a decision needs to be made in respect of a specific
obligation, then the value of the provision will be the most
likely unique outcome, while the effect of all remaining
outcomes must be reasonably taken into account. If the value
of the provision needs to be estimated based on a set of

data (guarantees, payments concerning a large number of
persons), then the fair value (probability-weighted average) of
the expected outcomes is used as the value of the provision.

If a contract has been signed by the Group where the

costs arising from the contract exceed the benefits derived
therefrom, then a provision is recognized for the lower of the
legal ramifications of a failure to carry out the contract and the
losses arising from executing the contract (onerous contracts).

A restructuring provision (e.g. for severance pay) may be
recognized if there is a formal plan for the restructuring which
has been approved and communicated to those affected.
Provisions may only be recognized for costs associated with
discontinued operations. But no provision can be recognized
for continuing operations (e.g. cost of retraining or relocation).

Guarantee granted by ALTEO Nyrt. to customers or banks
of subsidiaries are covered by the evaluation procedures
governing provisions.

No provisions may be recognized for:

- future operating losses;

- "safety purposes” to cover unforeseeable losses;

- write-offs (e.g. for the write-down of receivables and
inventories) - these reduce the value of the relevant assets.

If there is such a CO, emission position at the end of the
period that is not covered by a quota, provisions must be
recoghized for the future liabilities. The amount of the
provision needs to be determined considering the market
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price of the emission unit at the end of the period.
Employee benefits

The Group provides predominantly short-term employee
benefits to its employees. These are recognized by the Group
in profit or loss after they have vested.

Employee bonuses and other items of similar nature are
shown in the statement of financial position if they result in
liabilities, i.e.

-if they are subject to a contractual condition and such
condition has been fulfilled (e.g. a given revenue level is
reached); in such cases, the item is accounted for not in the
period when the Group established that the contractual
condition was fulfilled, but in the period when such condition
was fulfilled (when the employees rendered the service
entitling them to the benefit).

- if such an item is created as a result of a management
decision instead of a contractual condition, then the item
may be recognized when the decision is communicated to
the group affected (constructive obligation).

The Group operates the prescribed contribution retirement
benefit plan only as required by law or undertaken voluntarily,
and the contribution is calculated on the basis of salaries paid;
therefore, such contribution is accounted for at the same time
as salaries.

The Group operates in a legal environment in which
employees are entitled to paid leave. If for any member of the
Group there is a legal possibility or an agreement between
the employer and employees which provides that any unused
leave may be carried forward to subsequent years, then a
liability is recognized against employee benefits with respect
to such unused leave accrued by the end of the year.

Financial instruments

Financial instruments are contracts which create financial
assets for one party and financial liability or equity instruments
for the other party. Financial instruments include financial
assets, financial liabilities and equity instruments.

Financial assets and liabilities

Financial assets are classified by the Group as follows:
+ Cash and cash equivalents

+ Debt

+ Equity instrument

+ Derivative

Cash and cash equivalents

Cash includes petty cash, cash in bank, as long as the Group
has unlimited discretion to dispose of such, as well as any
other highly liquid deposit and security the original term of
which does not exceed three months; overdrafts are regarded
as cash equivalents until proven otherwise. These include
equity instruments of another entity, contractual rights
which entitle the Group to future cash flows as well as those
which entitle the Group to exchange financial instruments

at potentially favorable conditions. In accordance with its
investment policy, the Group does not purchase instruments
acquired in order to earn short term profits.
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Cash subject to restrictions (current account balances,
deposits) are recognized among other financial assets.

In the case of debt instruments:

Loans and receivables: this group includes financial assets
with fixed (or at least determinable) cash flows that are not
quoted in an active market and are not classified into any of
the remaining three categories. The Group typically records
the following items in this category:

+ Loans given and deposits
+ Trade receivables

+ Advances given

+ Other receivables

These assets are held by the Group not for trading purposes,
and not for achieving short-term profits based on these
instruments. These assets are priced at fair value and the
follow-up valuation is performed based on amortized cost.
The valuation of the assets is performed individually; at
present, the Group has no assets with massive multiplicity
or assets with similar characteristics in the case of which the
portfolio method could be applied.

Equity instruments include shares in other companies

These assets are held by the Group not for trading purposes,
and not for achieving short-term profits based on these
instruments. These assets are recognized at cost and the
follow-up valuation is performed at fair value against profit.
The Group performs the necessary impairment tests, using
the approved business plans and long-term assumptions as
a basis. The carrying amount of the share is not substantially
different from its fair value

Derivatives include all instruments whose value is a function
of a change in an underlying variable; their initial investment
need is negligible and their settlement takes place in the
future. The derivatives of the Group are typically derivative
transactions..

If the hedge accounting rules are met, they are recognized in
Other comprehensive income on the basis of fair value.

Financial liabilities must be classified into the following
groups:

Financial liabilities measured at fair value through profit or
loss: derivatives and forward contracts acquired for trading
purposes are included by the Group in this category. The
Group does not typically engage in such transactions. If
hedge accounting rules are applied, the valuation of interest
rate swaps and forward foreign exchange contracts is
recognized in Other comprehensive income.

Other financial liabilities: all other financial liabilities are
classified into this category. Typical items include:

- trade payables;
- credit, loan and lease liabilities
+ bond payables;

- advances received from customers.
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Issued instruments that represent an interest in the residual
assets of the Group and no repayment obligation is attached
thereto are classified by the Group as equity instruments.

With regard to the financial asset and liability instruments, the
Group classifies instruments as part of the initial valuation. The
Group measures its financial asset and liability instruments at

amortized cost. Transaction costs are capitalized by the Group.

In the case of a follow-up valuation based on amortized
cost, the rules applicable to follow-up valuation of financial
instruments are:

Items not resulting in interest expense or interest income

For initial measurement these items are measured at fair
value. Fair value is the present value of the expected future
cash flows. Where the time value of money is material, the
item is discounted. For subsequent measurement purposes
these items are measured at amortized cost.

The value of a receivable is reduced by write-offs if such
receivable is not settled after 180 days from its due date

or there is any other indication at the reporting date which
requires impairment to be recognized. Receivables that have
been overdue for more than one year may only be shown

in the financial statements with a value assigned to them if
there is an agreement on deferred payment or rescheduled
payment and the debtor has provided collateral. This rule is
not applicable to tax assets. Collective assessment is used
for calculation of impairment in case of large portfolios of
individually insignificant assets based on statistical data.

In the case of liabilities, rules concerning delay are,
accordingly, not applicable. An item may not be reclassified as
a long-term liability merely because the Group has failed to
meet its payment obligation. Only an irrevocable contractual
commitment may provide a basis for reclassification. ltems
which are repayable on demand (those that have no fixed
maturity) are classified as short-term liabilities.

Items resulting in interest expense or interest income

These items are measured at amortized initial recognition
cost. The principles for calculating amortized initial recognition
cost are as follows: the Group determines the cash flows
relating to the given borrowing or receivable. In addition to
principal and interest rate payments, these cash flows also
include all items directly associated with the given movement
of cash (e.g. disbursement commission, contracting fee, fee
for the certification of the contract by a public notary, etc.)
and the interest rate (effective interest rate) at which the net
present value of the cash flows will be zero, is determined.
The interest expense for the period is calculated using this
effective interest rate. Changes in interest rates for a floating
rate instrument may be accounted for only with respect to the
future. If impairment needs to be recognized with respect to
such an asset (receivable), the last applicable interest rate is
used by the Group as the effective interest rate.

The Group also issues bonds through public placement in
order to fund its operations. Liabilities resulting from the
bonds are recognized using the effective interest method,
i.e. the effective interest rate is determined on the basis of
all bond-related cash flows. For zero coupon bonds, the
difference between the issue price and the redemption price
is regarded by the Group as interest.

The Group derecognizes financial assets when substantially
all of the risks and rewards of ownership of the asset are
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permanently transferred to another entity or the asset is
repaid or expired.

Financial liabilities are derecognized when they are
discharged (e.g. settled) or when they no longer need to be
met for any other reason (e.g. expired or ended).

Definition of fair value

IFRS 13 defines fair value as the price that would be received
to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement
date.

The fair value of financial instruments is the quoted market
price at the end of the reporting period minus transaction
costs. If no quoted price is available, the fair value of the
instrument is determined using pricing models or discounted
cash flow techniques. When using discounted cash flow
techniques, the estimated future cash flow is based on the
economic estimates of the Group, and the discount rate is
a market rate that is effective, on the reporting date, for a
given instrument under similar terms and conditions. When
using pricing models, data are based on market valuations
performed at the end of the reporting period.

IFRS 13 sets up a fair value hierarchy which categorizes the
inputs used in the valuation techniques used to determine fair
value into three levels:

- Level 1: Level 1 inputs are quoted prices in active markets
for identical assets or liabilities (publicly available) that the
Group can access at the measurement date.

- Level 2: Level 2 inputs are inputs other than quoted market
prices included that are observable for the asset or liability,
either directly or indirectly.

- Level 3: Level 3 inputs are unobservable inputs for the asset
or liability. The estimation of the fair value of derivatives not
traded on a regulated market is based on the amount that
the Group would obtain, under regular business conditions,
upon the termination of the contract at the end of the
reporting period, taking into consideration the effective
market conditions and the current creditworthiness of the
parties.

The Group measures the fair value of assets and liabilities
based on the Level 3 inputs of the fair value hierarchy.

Expected impairment (ECL) model

IFRS g introduced the expected impairment model. The basis
of determination is the expected impairment, as opposed to
the objective, incurred (already happened) impairment. The
expected impairment model brings the time of recognizing
(occurrence) of impairments closer. The accepted model
includes the simplified method that allows it for the entity to
apply rules other than the complex ones in connection with
certain financial assets (e.g.: trade receivables and similar
instruments).

The expected credit loss model (ECL) is applied in light of
non-payment experienced. The extent of the impairments
relating to electricity is low in the retail business line, due to
the receivable management processes developed in the past
years. The Group performed the segmentation of its revenues
and studied the recovery of billings on this basis.

In the current year the Company reviewed the rates to be
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used in the model and determined the ECL based on publicly
available databases. These items are presented in detail in
Section IV.18.

Hedge accounting

The Group has adopted the hedge accounting provisions of
IFRS 9.

1 Hedge transactions

In the case of cash flow hedge transactions, in accordance
with IFRS g, the difference in fair value, as of the reporting
date, arising on hedge instruments satisfying hedging
objectives is recognized in other comprehensive income,

in the Equity hedge reserve line. The concerned part of the
cash-flow hedge reserve is recognized in the statement of
profit or loss when the hedged cash flow (e.g. interest) occurs
or when the hedge fails to meet the hedging objective of the
Group.

To qualify for hedge accounting, the relevant transaction must
be formally designated and it must be assessed whether the
hedge is effective. Effectiveness exists only when and as long
as the aggregate effect of the hedge instrument and changes
in the hedged item is within the range set by the Group.

Share-based payments

The Group motivates certain senior employees with share
option benefits within the framework of an ESOP organization.
The internal value of the share options in question must

be accounted for as expense under the vesting period in
accordance with the provisions of IFRS 2 against personnel
expenses.

Upon the management's decision, the Group grants Shares to
employees who have become entitled to these on the basis
of the Group's recognition system. Such amounts granted as

a reward are recoghnized in profit or loss on the date when the
reward can be exercised. The benefit is to be distributed in the
form of shares on a later date. The conversion of the amount
of the benefit into shares takes place on the date of the grant
of the shares based on the market value of the shares.

Current income tax expense and deferred taxes

The actualincome tax for the current year is calculated by the
Group in accordance with the tax laws that the given member
is subject to and is recognized in current liabilities (or current
receivables, as the case may be). In addition, deferred taxes
are also estimated for each entity and are shown in long-term
liabilities or non-current assets. Deferred taxes are calculated
using the balance sheet method. Deferred tax assets are
recognized only if it is certain that the item in question will be
realized (reversed). Deferred taxes are determined using the
tax rate effective at the expected date of reversal.

Description of the accounting policy regarding fair value
measurement

Fair value measurement cases are described in detail in the
pervious sections of 11.5.8. Fair value disclosure procedures
may be called for in the case of the following assets and
liabilities:

- assets held for sale, discontinued operations

« financial instruments held for trade /sale
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+ assets obtained through business combination
- assets other than financial instruments (CGU)
- derivative transactions

Description of the accounting policy regarding the
impairment of assets

Asset impairment cases are described in detail in the pervious
sections of 11.5.8. The recognition of impairment may be called
for in the case of the following assets and liabilities:

-+ goodwill

« property, plant and equipment

- other intangible assets

+ inventories, emission allowances

- receivables and financial instruments

+ CGUs

11.5.9 General accounting policies relating to cash flows

The Group's statement of cash flows is based on the indirect
method for cash flows from operating activities. Cash flows
from investing activities and cash flows from financing
activities are calculated using the direct method. Overdrafts
are regarded as cash equivalents until proven otherwise.

Foreign currencies
Transactions denominated in foreign currencies

The Group presents its consolidated financial statements in
HUF. Each entity within the Group determines its functional
currency. The functional currency is the currency which
reflects the operation of the entity in question the most
accurately.

The points to consider are as follows:

- which is the currency in which the majority of the entity's
income is derived;

+ which is the currency in which the entity's costs are
incurred;

+ which is the main financing currency
The above considerations are listed in order of importance.

An entity may incur exchange differences on translation only
with respect to a foreign currency.

Each of the Group's entities classifies its assets and liabilities
as monetary and non-monetary items. Monetary items include
those whose settlement or inflow involves the movement of
cash, and also include cash itself. Items relating to receivables
or liabilities which do not involve the movement of cash (e.g.
advances given for services or inventories) do not qualify as
monetary items.

At the reporting date, monetary items denominated in
foreign currency are revalued to the spot rate effective at the
reporting date. For the purpose of translation, all entities use
the exchange rate for the reporting date published by the
Central Bank of Hungary.
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Significance, faults and fault effects

According to the rules of the IFRS an item qualifies as
significant if omission or false presentation of the item can
influence the decisions of users made based on the financial
statements. Considering significance the Company uses the
value limit of the fault with a significant amount as defined in
Act C of 2000 on Accounting.

An item is always significant if the total amount (regardless of
sign) of faults and fault effects increasing or decreasing profits,
equity, discovered in the year of discovering the fault, in the
course of the series of reviews - concerning the same year

- exceeds 2 percent of the Company's statement of financial
position total of the financial year under review. If 2% of the
statement of financial position total exceeds HUF 150 million,
then the limit of significance is HUF 150 million. At the same
time the management of the Company reserves the right

to qualify an item of smaller amount significant, depending
on the evaluation of the extent and nature of the omission

or false presentation under the given circumstances. When
evaluating an item the size and nature of the item in question
or the combination of the two is the decisive factor.

With regards to their content, the faults can be omissions or
false presentations in the financial statements of the entity

for one or more previous periods, originating from not using
or improper usage of reliable information. Such faults can be
mathematical faults, faults in the application of the accounting
policy, disregarding or incorrect interpretation of facts and the
effects of fraud.

Earlier periodical faults shall be corrected with retroactive
re-establishment, except if the effects or cumulative effects
of the fault concerning individual periods are impossible

to determine. Impossibility occurs if the Company cannot
correct a fault or cannot apply a new rule retroactively even
after doing everything that can be reasonably expected

for the right application. The causes of impossibility can be
for example uncertainties of calculations due to the lack of
available data.
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OF UNCERTAINTY

I1l.1 CRITICAL ACCOUNTING ASSUMPTIONS
AND ESTIMATES

Changes in accounting estimates is done by assessing the
modification of the carrying amount of an asset or liability or the
amount of the periodical use of the asset, performed based on
the evaluation of the present situation of the assets and liabili-
ties and the related expected future profits and commitments.
Changes in accounting estimates are caused by new informa-
tion or new developments, so, accordingly, these do not qualify
as corrections. The changes in accounting estimates affect

the report in the course of the preparation of which the future
estimate was made (with no retroactive effect).

The Group generally measures its assets on a historical cost
basis, except for cases where a given item should be measu-
red at fair value under the IFRSs. In the financial statements
the trading financial instruments, the derivatives and in certain
situations the assets held for sale had to be evaluated at fair
value.

In preparing its financial statements, the Group made critical
estimates in connection with the following topics which, as a
result, are sources of uncertainty.

+ Estimates concerning the depreciation of the fixed assets
(e.g. useful life)

The useful lives and residual values of fixed assets and the
related decommissioning liability can be determined using
estimates. Due to the high value of fixed assets, even slight
changes in such estimates can have a considerable effect.
The fair value of assets acquired in the course of business
combinations is determined on a discounted cash flow basis,
which requires several complex assumptions. Subsequent
changes in estimated amounts can have a direct impact on
profit or loss.

Permits disclosed in relation to an earlier business combi-
nation (KAT) represent a significant asset value. This permit
makes it possible for the Group to sell certain previously
produced energy to the state. Although reception is guaran-
teed; however, the related prices may change and also the
extension of this permit and the requirements depend on fa-
ctors outside the Group's control. The permits were evaluated
based on the presently available data, but the evaluation can
change due to the above uncertainties.

The management of the Group uses estimates when prepa-
ring the financial statements. The estimates are always based
on the best information available at that time.

The following significant items are determined using estimates.
Allocating the purchase price to assets in the case of acquisi-
tions. The estimate concerning the distribution of the pur-

chase price may change during the year of the measurement
period if any new information arises.
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11l CRITICAL ESTIMATES USED IN PREPARING THE
FINANCIAL STATEMENTS AND OTHER SOURCES

The useful life of Power Plant equipment was determined
considering the present market and regulatory environment.
Possible negative changes in these factors may lead to impa-
irment.

The present market and regulatory environment was also
considered when determining the provision for the asset
retirement obligation.

Revenues and profit or loss recognized in connection with the
construction-installation projects were determined based on
the present circumstances.

- The recovery of deferred tax assets recognized was ac-
counted for based on the present market environment and
tax legal regulations. Changes in any of these factors may
modify actual recovery.

- Estimates concerning the creation of provisions (e.g.. met-
hodology of calculation, indicators for determining provisi-
ons)

- Estimates concerning the evaluation of inventories and re-
ceivables The management's judgement in calculating the
impairment of trade receivables is a critical decision which
directly impacts profit or loss.

Estimates concerning fair value

In the case of an obligation arising from a conditional purcha-
se price, the management estimates applied influence the
size of the obligation.

Tax assets and liabilities in the statement of financial position
Deferred tax assets were recorded due to considerable defer-
red losses and are expected to be recovered according to the
Group's plans; however, changes in the legal environment may
result in a significant change in the value of such assets.

Changes or observations giving rise to the review of accoun-
ting estimates:

- Changes in laws,
- Changes in the economic environment,

- Changes in the operation or procedures of the companies.

The interest rate used for discounting could not be deter-
mined using actual market data; consequently, alternative
methods had to be employed.

Many of the Group's assets can be tested for impairment at
CGU level. Identifying CGUs requires complex professional
judgement. In addition, when determining the recoverable
value of CGUs, the Group's management is forced to rely on
forecasts for the future which are uncertain by nature. The es-
timation of the recoverable value involves significant amounts
even at the level of the financial statements.

The Group's profit or loss is heavily dependent on the global

market price of energy carriers and indirectly on the exchange
rates of the USD and the Euro in which the price of such com-
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modities is denominated. The natural gas purchases of power
plants are denominated in a currency other than the functional
currency. The Group enters into forward contracts in order

to hedge foreign exchange exposures. Similarly, the Group
enters into hedge transactions to protect itself from changes
in the price of energy carriers themselves.

For the electricity trade division, purchases are also made
predominantly in EUR, while sales contracts are denominated
mostly in HUF. The Group enters into hedging transactions
and, where possible, uses foreign-currency-indexed customer
price formulas in order to manage foreign exchange exposure.

Power plant units of the ALTEO Group:
+ heating power plants (ALTEO-Therm Kft.),
- wind turbines (EGE Kft. Pannon Szélerbmu Kft.),

- hydropower plants (Sinergy Kft.)

- solar power plants (Domaszek 2MW Naperému Kft., Mon-
solar Kft. Sunteo Kft.)

The energy production of power plants relying on renewable
energy sources depends on the weather, therefore, changes
in certain elements of the weather (sunshine, wind force, tem-
perature, water yield) can also have a significant impact on the
efficiency of the units in question.

Certain entities in the Group are involved in the district heating
production business.

Much of the capacities of certain power plants of the Group
are devoted to one or two clients. Power plants where the
Group has not signed long-term supply contracts with clients
are exposed to the risk of clients being lost.

The Group's operation and profitability depends on the go-
vernment regulation of the market, especially on the taxation
policy adopted by the state.

The Group presents in detail the risks relating to its operation
in Notes No Ill.3 and Ill.4.

1.2 CHANGES IN ACCOUNTING POLICIES, POTENTIAL IMPACT OF IFRSS AND IFRICS
NOT YET EFFECTIVE AS AT THE REPORTING DATE OF THE FINANCIAL STATEMENTS AND

EARLIER APPLICATION

The Group's accounting policies applied earlier did not change, with the exception of the listed items.

New accounting policies as of January 1, 2022

The following standards and interpretations (and their respective amendments) became effective during the 2022 fiscal year

New and amended standards and interpretations published by IASB and accepted by the EU that become effective from this

reporting period:

New and amended standards - to be applied for the financial years starting from EU

January 01, 2022: SISO endorsement MR
Annual IFRS developments: 2018-2020 cycle 01/01/2022 approved none
Conceptual framework for financial reporting (amendments to IFRS 3) 01/01/2022 approved none

IAS 37 Provisions, contingent liabilities and contingent assets

(Amendment - Onerous contracts - Cost of contract performance) 01/01/2022 approved none

IAS 16 Property, plant and equipment (Amendment - Revenue before use) 01/01/2022 approved none

Amendments to the existing Standards issued by IASB and adopted by the EU but not yet effective

At the date of authorization of these financial statements the following standards issued by IASB and adopted by the EU and
amendments to the existing standards and interpretations were in issue but not yet effective.

The implementation of these amendments, new standards and interpretations would not influence the financial statements of

the Company in a significant manner.

EU

Application for subsequent business years: Effective date endorsement ALTEO Group
IFRS 17 Insurance Contracts (issued on May 18, 2017, endorsed by the EU) 01/01/2023 approved thereevﬁvggt)e no
Disclosure of material accounting policy information amending IAS 1 and IAS 8, there will be no
and IFRS Practice Statement 2 01/01/2023 approved effect
Definition of accounting estimates amending IAS 8 01/01/2023 approved theree\:rnelt?e no
Amendment of IAS 12 Income Taxes 01/01/2023 approved theree\:r/(lellc?e no
IFRS 16 Leases (Amendment - Liabilities under leaseback) 01/01/2024 approved theree\)%/lellckt)e no
IAS 1 Presentation of financial statements there will be no
(Amendment - Classification of liabilities as short or long-term) 01/01/2024 approved effect

IAS 1 Presentation of financial statements (Amendment - Short-term liabilities there will be no

01/01/2024 approved

with Covenants)

effect
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The IFRSs adopted by the EU currently do not significantly differ from the regulations adopted by the International Accounting
Standards Board (IASB), with the exception of the new standards listed below, any amendments of the existing standards and
new interpretations that were not yet adopted by the EU by the disclosure date of the financial statements.

The implementation of these amendments, new standards and interpretations would not influence the financial statements of
the Group in a significant manner.

111.3 RISK MATRIX

The management of the Group considered and assessed the specific risk factors associated with the ALTEO Group and the se-
curities issued by the Company as well as the potential risks involved in making an informed investment decision, based on the
probability of the occurrence of such risks and the anticipated extent of their negative impact. These Financial Statements only
contain the risk factors that were assessed as material by the Company. The Company provides the results of the materiality ana-

lysis using a qualitative scale, indicating a “low", *“medium” or “high" risk level next to each risk factor. The risk factors have been
ordered within their respective categories based on their materiality.

Risk categories:

A/ Macroeconomic and legal system related risks

u“

Jogrendszerbdl eredd kockazatok magas magas nincs
A 2 Makrogazdasagi tenyezék kdzepes kdzepes nincs
A 3 Adozas magas kdzepes van
A 4 ﬁ;pig?gfastuol; EgitgjagtoEkurépai Uniobol tértend kilépesevel (Brexit) nincs alacsony van
A 5 Veszélyhelyzet Magyarorszagon magas n/a van
A 6 Energia-veszélyhelyzet magas n/a van

B/ Risks specific to the market and the industry

E“

Energy market regulation high high none
B 8 Regulated prices high high none
B e] Electricity balancing reserve capacity system risks high high none
B 10 Changes to network connection rules high n/a yes
B 11 Government grants high high none
B 1 (p:r?czeimission market, CO2 quota allocation system and CO2 quota medium medium none
B 13 Changes in technology medium medium none
B 14 Competitive situation medium medium none
B 15 Funding risk high medium yes
B 16 Foreign exchange rate changes medium low yes
B 17 Impact of international market developments on domestic trade medium medium none
B 18 rFi:zl:g?;;:hanging natural gas, electricity and heat energy price medium medium none
B 19 Environmental legislation medium medium none
B 20 Risks related to the spread of COVID-19 medium high yes
B 21 Illness of the workforce low n/a yes
B 22 War risks medium high yes
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C/ Risks specific to the ALTEO Group:

“

Risks arising from operating the Virtual Power Plant high high none
C 24 Political risks high medium yes
C 25 Dependence on weather high high none
C 26 The impact of weather on heat use high n/a yes
C 27 Risks of growth high medium yes
c 28 S(i)srl:wstztfi(rer;ming from acquisitions, buying out projects and medium medium none
c 29 :?]ijléztl;ils:fd to power plant project development and green-field medium medium none
C 30 Large-scale, customized projects medium medium none
C 31 Energy trade risks high medium yes
C 32 Operating risks medium medium none
C 33 Fuel risk medium medium none
C 34 Renewing and/or refinancing outstanding debts medium medium none
C 35 Information technology systems medium medium none
C 36 Wholesale partner risks medium medium none
C 37 Dependence on third-party suppliers medium medium none
C 38 Buyer risk medium medium none
C 39 The risk of key managers and/or employees leaving the Company medium medium none
C 40 The risk of introducing and using new power plant technologies medium medium none
C 41 Authority risk low low none
C 42 Key licenses and qualifications low low none
c 43 Z\P:Ver]rti)sali;nfcr'ins;fggtljigg the obligations associated with operating its low low none
C 44 Risks related to the RPM business medium n/a yes
C 45 Options to purchase certain means of production low low none
C 46 Business relationships associated with the Owners' Group low low none
C 47 The risk of being categorized as a de facto group of companies low low none
C 48 Taxation low low none
C 49 Environmental risks low low none
C 50 Risk of bankruptcy and liquidation proceedings low low none

Any discrepancies between the data in the consolidated and
C 51 IFRS reports and the data in the reports prepared in line with the low low none
Hungarian Accounting Standards (HAS)

C 52 The risk of entering new geographical markets low low none

128 / ALTEO GROUP / INTEGRATED REPORT 2022



Type of changes:

Updating and clarification of text and wording in the items
below.

The quantitative effects of risks are presented in Sections
111.3.16 and Ill.4.

MACROECONOMIC AND LEGAL SYSTEM RELATED RISK
FACTORS

111.3.1 RISKS STEMMING FROM THE LEGAL SYSTEM

The legal system can be considered relatively underdevel-
oped in Hungary—where the ALTEO Group currently pursues
its activities—and in the Company's various strategic target
countries. According to conventional wisdom throughout
these countries, laws change quite frequently, authority and
court decisions are, on occasion, contradictory or inconsis-
tent or difficult to construe. These circumstances can make

it difficult for the Company to perform its tasks in a manner
fully compliant with legal regulations, and this can expose the
Company to arbitration, litigious, non-litigious and other risks
of legal nature that affect its profitability.

111.3.2 MACROECONOMIC FACTORS

The ALTEO Group's operations and profitability stands expo-
sed to macroeconomic developments in Hungary and the
countries of the European Union, particularly to how econo-
mic growth and industrial production, as well as the financial
position of general government shapes up. Certain negative
developments in the macroeconomic environment may
have adverse effects on the profitability of specific the ALTEO
Group activities.

111.3.3 TAXATION

The current taxation, contributions and duties payment
regulations applicable to the ALTEO Group are subject to
change in the future, meaning that it is particularly impossible
to rule out potential increases in the rate of the special tax
imposed on energy generators and energy traders, moreover
that new taxes with adverse effects on enterprises active in
the electricity sector could be imposed, any of which would,
in turn, increase the ALTEO Group's tax liability. Applicable
tax regulations are open to frequent and major changes,
even with retroactive effect, and that could impact the ALTEO
Group's sales revenue and profitability alike.

111.3.4 STATE OF DANGER IN HUNGARY

In view of the armed conflict and humanitarian disaster in the
Ukraine, and in order to avert their consequences in Hungary,
the Government has declared a state of danger for the whole
territory of Hungary with effect from May 25, 2022. It is not
known when the armed conflict in the Ukraine will end and
how long the resulting state of danger in Hungary will persist.

During the period of the special legal order, the Hungarian
Government by taking over the legislative powers of the
National Assembly may govern by decree, suspend or amend
certain laws, and therefore the legislative environment may
change frequently and in less predictable fashion. The energy
sector, in which ALTEO Group is active, is considered to be

of strategic importance and may, therefore, be particularly
exposed to the uncertainties of state of danger-related legis-
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lation, and the Hungarian government may also place ALTEO
Group under its supervision, thereby taking over the powers of
ALTEOQ's supreme decision-making body. Such state of dan-
ger-related changes, uncertainties and measures may affect
ALTEO Group's operations, revenues and profitability.

1l1.3.5 ENERGY EMERGENCY

Several countries in the European Union have declared a first
(early warning) or second (alert) level crisis situation in the
first half of 2022 under their natural gas supply emergency
plans, and the Hungarian Government declared an energy
emergency on July 15, 2022, primarily due to the shortage of
energy carriers in Europe as a result of the Russian-Ukrainian
war and its consequences.

The energy emergency and its possible escalation may
trigger processes other than normal market operation and
may lead to restrictions and state intervention in the energy
sector. Such processes and interventions may adversely affect
the operations and profitability of ALTEO Group.

111.3.6 RISKS RELATED TO THE UNITED KINGDOM LEAVING
THE EUROPEAN UNION (BREXIT)

The risk is not considered relevant to the Company's opera-
tions. Further description and further monitoring of the risk has
been discontinued.

B. Risks specific to the market and the industry

111.3.7 ENERGY MARKET REGULATION

The operation and profitability of the ALTEO Group greatly de-
pend on the energy market regulations in Hungary and in the
European Union, as well as on the application of such regula-
tions, including in particular laws, authority and court practice,
Hungarian and international processes, trade and operational
regulations, as well as other applicable regulations relating to
electricity generation, electricity trade, the market of ancillary
services in the electricity industry, the utilization of renewable
energy sources, energy and heat produced in cogeneration
power plants, district heat generation and district heating
services, natural gas trade, as well as allowance allocation
and trade.

111.3.8 REGULATED PRICES

The various affiliates of the ALTEO Group engage in activity
whose price is determined or capped through laws or autho-
rity regulations (including in particular the HEPURA, ministries
and municipalities). These prices, which are prescribed by law
or set by an authority, and any modifications in the material
scope of official price regulation may have a significant impact
on the profitability and competitiveness of the Company, as
well as its various Subsidiaries.

111.3.9 ELECTRICITY BALANCING RESERVE CAPACITY SYS-
TEM RISKS

The financial position of gas-fired power plants is significantly
influenced by the pricing and accessibility of the balancing
reserve capacity and energy markets of the electricity system.
If, for any reason, access to these markets becomes limited
with respect to production units within the sphere of business
interests of the ALTEO Group, including a drop in service
volumes attributable to a substantial fall in market prices,

this may have an adverse impact on the business activity
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and profitability of the ALTEO Group. Considering that ALTEO
Group is present on the balancing energy markets as a service
provider as well as a buyer of services, a change in pricing in
such markets may have a significant effect on the capacity of
the Company to generate financial income.

111.3.20 CHANGES TO NETWORK CONNECTION RULES

The financial position of gas-fired power plants is significantly
influenced by the pricing and accessibility of the balancing
reserve capacity and energy markets of the electricity system.
If, for any reason, access to these markets becomes limited
with respect to production units within the sphere of business
interests of the ALTEO Group, including a drop in service
volumes attributable to a substantial fall in market prices,

this may have an adverse impact on the business activity

and profitability of the ALTEO Group. Considering that ALTEO
Group is present on the balancing energy markets as a service
provider as well as a buyer of services, a change in pricing in
such markets may have a significant effect on the capacity of
the Company to generate financial income.

1ll.3.11 GOVERNMENT GRANTS

ALTEO Group's operation and profitability could depend on
the amount of state subsidies applicable to the utilization

of renewable energy sources and cogenerated energy in
Hungary and the countries of the European Union, as well as
those for investment projects and operation, moreover on any
future changes in government grants.

The European Commission has issued new guidelines for
assessing the compatibility of all state aid subject to notifica-
tion granted or planned to be granted from January 27, 2022
onwards in the fields of climate, environmental protection
and energy (CEEAG). In the CEEAG, the Commission proposes
that EU Member States amend their existing environmental
and energy support schemes to comply with the CEEAG by
December 31, 2023. Changes in state subsidy regimes, and
especially in the KAT and METAR regulations, or a possib-

le cancellation of applicable grants may have a significant
impact on the operation, profitability, market position and
competitiveness of the Company.

1l1.3.122 CO2 EMISSION MARKET, CO2 QUOTA ALLOCATION
SYSTEM AND CO2 QUOTA PRICES

The fourth EU ETS trading period (2021-2030) began on 1 Ja-
nuary 2021. During this period, in addition to emission allowan-
ces received free of charge, emitters can acquire emission
allowances solely at auctions or through secondary commer-
cial channels. In the period between 2021 and 2030, specific
power plants of ALTEO Group are going to be allocated, free
of charge, an emission unit allowance that will decrease every
year, based on the National Implementing Measure published
by the Ministry for Technology and Industry and approved by
the European Commission. A significant change compared to
the third trading period is that in the fourth trading period, the
free allocation available for a given year is largely determined
by the level of activity of installations to be certified each year,
as well as its changes. In the event of a 15% change in the
activity level compared to the base period, the predetermined
quota levels will need to be adjusted and approved by the
European Commission in order for allocations to better reflect
the actual activity of the installations.

Changes in the legal environmental and allocation system

rules to achieve the climate policy targets, and the change
in the price of emission allowances can have a considerable
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impact on the operating costs and economic results of ALTEO
Group.

111.3.23 CHANGES IN TECHNOLOGY

Technological innovations can significantly improve the
efficiency of the energy industry, especially in the area of re-
newable energy production. Technological development can
not only reshape the technologies the ALTEO Group uses, but,
in certain cases, might even completely eliminate their use. If
ALTEO Group has no appropriate experience with or access
(on account of patent protection or due to other grounds) to
solutions and technologies that become prominent, this may
lead to ALTEO Group losing market share, and a decrease in
its revenues and profitability. There is no way to guarantee that
the ALTEO Group will always be in a position to choose and
procure, then operate—in a most profitable way—the most
efficient technology.

111.3.24 COMPETITIVE SITUATION

There are multiple companies both in Europe and Hunga-

ry that have significant positions and experience, as well

as advanced technologies, major capacities and financial
strength—among them state or municipal government owned
and controlled ones—that compete on the ALTEO Group's
various markets or may start competing with the ALTEO Group
in the future. Should it become more intensive in the futu-

re, competition may necessitate unforeseen improvements
and investments, furthermore, might also have a negative
effect on the price of the ALTEO Group's services or increase
the Group's costs, which may have an adverse effect on the
ALTEO Group's bottom line, as measured on a consolidated
basis.

111.3.25 FUNDING RISK

Preparing for and implementing investments and develop-
ments in the energy segment are capital-intensive processes
requiring substantial funding. Changes in certain factors
(including the general economic environment, credit mar-
kets, bank interest rates and foreign exchange [FXI rates) may
increase ALTEO Group's financing needs and/or the costs

of funding, make the accessing and repayment of funding
more difficult, and cause delays in the same or even render

it outright impossible, and this is understood to also include
financing schemes already established on the date of this
Information Memorandum.

ALTEO Group's bank loans have variable interest rates and are
linked to reference interest rates, such as BUBOR. An unfavo-
rable change in the interest rates could have an adverse effect
on the profitability of the ALTEO Group. The ALTEO Group
enters into interest rate swap (IRS) transactions to mitigate its
interest rate exposure. Such transactions are concluded after
due consideration of the respective economic environment,
and facility-related terms and conditions. These transactions
allow for reducing risk, however, the ALTEO Group is not able
to completely eliminate negative risks stemming from variab-
le interest rates.

ALTEO's current indebtedness in bonds fully comprises
HUF-denominated, fixed annual interest-bearing bonds.

The increase in energy prices and their growing volatility are
increasing the deposit and bank guarantee requirements
associated with the conclusion and maintenance of forward
products. Additionally, late payments embodied in much
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shorter trade payment dates and the larger trade receivable
portfolio arising from higher specific prices may increase the
working capital financing needs of ALTEO Group members. As
a result, ALTEO Group must use a much larger proportion of
its financial assets to finance the increased deposit and bank
guarantee and working capital needs than in previous years,
which may divert funds from otherwise attractive investment
opportunities. The time factor of these financing needs is
uncertain, and it is not possible to predict when they will start
and end.

Financial instrument

111.3.16 FOREIGN EXCHANGE RATE CHANGES

The part of ALTEO Group's sales revenue generated in HUF
and, on the expenditure side, not covered with FX-revenue,

to be settled in FX or subject to foreign exchange rates, the
Group may incur gain or loss, due to the changes in HUF and
FX prices. As a consequence, any change in foreign exchange
rates that is unfavorable for the ALTEO Group might have a
negative effect on the business activity and profitability of the
ALTEO Group. ALTEO Group manages this exposure through
hedging of the mentioned items, however, even so the resul-
ting risks cannot be completely excluded.

The quantitative effect of exchange rate changes on the recei-
vables and payables of the Group is shown in the table below:

Effect of 5% change in exchange rate (HUF thousand)

EUR

Assets:

Long-term deposits or loans given 1770118 35 424
Trade receivables 4 062 080 81292
Other financial assets 4715 370 94 366
Other receivables and accruals 11 279 366 225728
Cash and cash equivalents 11 085 610 221851
Liabilities:

Finance lease liabilities (755 901) (15 127)
Advances received (3 498 896) (70 022)
Trade payables (7 174 646) (143 583)
Other long-term liabilities (255 000) (5103)

111.3.27 IMPACT OF INTERNATIONAL MARKET DEVELOP-
MENTS ON DOMESTIC TRADE

Market prices seen on foreign commodity exchanges have

a major influence on energy prices in Hungary, even though
these prices move, to a significant degree, on the basis of
economic processes, as well as supply/demand conditions
outside Hungary. The significant volatility of energy prices
may force market players to reduce their risk exposure, which
could lead to less favorable conditions for ALTEO Group,
which in turn may have a negative impact on the Group's
profitability.

111.3.128 RISK OF CHANGING NATURAL GAS, ELECTRICITY
AND HEAT ENERGY PRICE MARGINS

Any changes in the difference between (margin on) the (pro-
curement) price of natural gas and the price of electricity and/
or heat that is sold influence the financial position of natural
gas-fired power plants significantly. Were this margin to drop
significantly, it could have a negative effect on the business
and profitability of the ALTEO Group.

111.3.19 ENVIRONMENTAL LEGISLATION

Any unfavorable changes in the environmental legislation
applicable to the ALTEO Group may generate surplus costs or
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additional investment requirements for the ALTEO Group.

111.3.20 RISKS RELATED TO THE SPREAD OF COVID-19

To the best of its knowledge, ALTEO Group does not have
any direct customers or suppliers for its revenue-generating
activities or services who are domiciled in countries that are
under quarantine due to the COVID-19 virus as at the date of
publication of this Basic Information Memorandum. However,
COVID-19 may affect those markets where ALTEO Group is
also active, and so it may have an indirect impact on ALTEO
Group's operations and profitability. The management of
ALTEO Group is not in a position to assess the risks from the
potential outcomes of COVID-19 in the entire supply chain or
the risks indirectly affecting the Company.

The direct personnel of ALTEO Group and the workforce of its
subcontractors and suppliers involved in each ongoing project
may be affected by the spread of the COVID-19 virus and the
measures taken or to be taken during the same. Illnesses can
have a negative impact on ALTEO Group's work processes,
the timing of ongoing projects and may also have detrimental
effects on the labor market. The state of danger imposed in
Hungary may have a negative impact on the profitability and
liquidity on the clients and consumers of ALTEO Group and
may also result in the decline of their demand for energy and
willingness to invest, which may have a detrimental effect also
on ALTEO Group's profit. ALTEO Group has taken the neces-
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sary measures to address the risks related to the protection
of its employees' health and has set up a Pandemic Executive
Board, and adopted a Pandemic Plan.

ALTEO Group's management continuously monitors events
related to the COVID-19 virus and is prepared to take the
necessary measures. At the same time, the effects of the
COVID-19 virus and pandemic could be unpredictable and far
reaching and thus, despite the preparedness of ALTEO Group,
could have a negative impact on the business activity and
profitability of ALTEO Group.

111.3.21 ILLNESS OF THE WORKFORCE

In addition to COVID-19, there is a risk that ALTEO Group's
direct staff and the workforce of its subcontractors and supp-
liers involved in certain ongoing projects may be affected by
a contagious virus, bacteria, fungus, parasite or radiation-re-
lated illness, which could have a negative impact on ALTEO
Group's work processes, the scheduling of ongoing projects
and have adverse labor market consequences.

1l1.3.22 WAR RISKS

The ongoing war between Russia and Ukraine, and other wars
and armed conflicts in general, can disrupt supply chains,
affect procurement prices, cause delays or even the comple-
te inability to implement investment projects and adversely
affect labor market processes. Changes in these factors could
result in additional costs, additional investment requirements
or the failure of investment projects for ALTEO Group, and the-
ir scheduling is uncertain and cannot be predicted. As such,
wars and armed conflicts may have a negative impact on the
business and profitability of the ALTEO Group.

C. Risks specific to the ALTEO Group:

111.3.23 RISKS ARISING FROM OPERATING THE VIRTUAL
POWER PLANT

The income generating capacity of the ALTEO Virtual Power
Plant and related production units within the sphere of busi-
ness interests of the ALTEO Group is highly dependent on

the availability and pricing of balancing reserve capacity and
energy markets in the electricity system. If, for any reason,
access to these markets becomes limited with respect to the
ALTEO Virtual Power Plant, including a drop in service volume
attributable to a substantial fall in market prices or to regula-
tory changes, this may have a highly adverse impact on the
business activity and profitability of ALTEO Group.

111.3.24 POLITICAL RISKS

The ALTEO Group provides some of its services to institutions
which are owned by municipalities or are under the influence
of municipalities or certain statutory corporations. Furthermo-
re, the agreements made with such institutions have a major
effect on the operation of certain members and projects of the
ALTEO Group. The considerations governing the motivation
of bodies having influence over such institutions may differ
from the considerations of a rational, profit-oriented market
player, which is a risk in terms of contract performance. Such
risks arise primarily relating to the district heating generation
activities of ALTEO-Therm (which performs district heating
generation activities as well) at its Sopron, Kazincbarcika,
Tiszaujvaros and Zuglo sites.

The occurrence of events that may be classified as political
risks may have an adverse impact on the exposed Subsidiari-
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es of ALTEO Group and, overall, the profitability of the ALTEO
Group.

111.3.25 WEATHER-DEPENDENT ENERGY PRODUCTION

Part of the ALTEO Group's energy production capacities (e.g.
wind turbines, solar power plants, hydropower plants) and the
energy demand of certain buyers (e.g. heat demands) depend
on the weather, therefore, changes in weather may signifi-
cantly affect the profitability of the ALTEO Group. In the case
of weather-dependent energy production, no major change
can be expected in the average annual output, but within a
year and between years, differences may occur. In the case
of a weather-dependent change in energy demand, even
longer-term trends of changes may develop (such as milder
winters).

In the case of weather-dependent energy production, the
Company relies on meteorological forecasts to estimate
(schedule) the quantity of electricity that can potentially be
generated. If the weather is not as predicted, there will be
changes in the amount of electricity produced as compared
to the plans (Day-Ahead or Intra-Day schedules), which may
cause a significant loss for the ALTEO Group. See also Electri-
city balancing reserve capacity system risks.

The Company's strategy is to keep on developing weat-
her-dependent, renewable energy production projects, and
that might increase the dependence on weather in the future.

111.3.26 THE IMPACT OF WEATHER ON HEAT USE

Various ALTEO Group Subsidiaries produce and sell heat
and district heating. The needs of heat and district heating
customers can be significantly affected by the weather and
outside temperatures. Some of the heat supply and district
heating sales agreements concluded by the Subsidiaries do
not stipulate a mandatory minimum offtake quantity. In these
cases, unplanned weather conditions may affect the revenues
from the sale of heat and district heating and the adequacy
of the hedging transactions entered into by ALTEO Group.
Consequently, the impact of the weather on heat use may
adversely affect the business activity and profitability of the
ALTEO Group.

111.3.27 RISKS OF GROWTH

The ALTEO Group is in the phase of business growth, coupled
with the growth of employee staffing, the number and value
of the facilities and tools. The ALTEO Group is planning to ex-
pand further both in terms of business activities and geogra-
phical areas. There is no guarantee that the Company strategy
will be successful and the Company will be able to manage
this growth efficiently and successfully.

With contributions from its Subsidiaries, as per the present
Information Memorandum, the Company is preparing several
project implementations. In addition to the Company's in-
tention, these project implementations depend on a number
of other external factors. It cannot be guaranteed that these
projects will be actually implemented, or will be implemented
in accordance with the present Information Memorandum,
furthermore, the implementation of other future projects may
precede or substitute projects known as at the date of the
present Information Memorandum.

Any of the potential risk events associated with growth may

result in stagnation of the Company's growth or even opera-
tion at a loss.

ALTEO GROUP / INTEGRATED REPORT 2022



111.3.28 RISKS STEMMING FROM ACQUISITIONS, BUYING
OUT PROJECTS AND COMPANIES

The ALTEO Group wishes to implement its business plans par-
tially via acquisition of already existing projects and/or buying
out companies. Although acquisition targets always undergo
detailed screening before the transaction, we cannot exclude
the possibility of such financial, legal or technical events oc-
curring in relation to an acquired project or company that may
have an adverse effect on the business and profitability of the
ALTEO Group.

Any of the potential risk events associated with the acquisition
strategy may result in stagnation of the Company's growth or
even operation at a loss.

111.3.29 RISKS RELATED TO POWER PLANT PROJECT DEVEL-
OPMENT AND GREEN-FIELD INVESTMENT

In ALTEO Group's business plans, licensing and implementa-
tion of green-field energy investments plays an important role.
Although the ALTEO Group draws up careful technical, legal
and profitability plans when preparing for project implemen-
tation, there is always a possibility that the authorization of
specific projects becomes unreasonably long or impossible.
During implementation phases, the ALTEO Group strives

to contract main and subcontractors that offer appropriate
guarantees and references, but even so, the possibility of
disputes arising between the parties cannot be excluded in
these phases.

Any of the potential risk events associated with green-field
investments or development projects in power plants may
result in stagnation of the ALTEO Group's growth or even
operation at a loss.

111.3.30 LARGE-SCALE, CUSTOMIZED PROJECTS

In line with the characteristics of the industry, a significant
share of ALTEO Group's revenues comes from large-scale,
customized projects. Consequently, completing or not imple-
menting just a few projects may already make a big difference
in terms of the Company's future revenues and profitability.
These large-scale projects are frequently long-term (may take
even several years), require a long-term allocation of signifi-
cant resources and are, in several cases, implemented using
subcontractors. An eventual failure of or loss on such lar-
ge-scale investments may have a significant negative impact
on ALTEO Group's profitability.

111.3.32 ENERGY TRADE RISKS

Changes in the demand on electricity and natural gas markets
may have a profound impact on the revenues, profitability and
strategic expansion plans of the ALTEO Group.

During ALTEO Group's energy trading activities, portfolio
planning is done on the basis of data service from consumers
and the Group's calculations. A planning error or incorrect data
report may lead to an inappropriate procurement strategy,
where a subsequent correction can cause losses to the AL-
TEO Group.

The Company seeks to cover 100% of the annual consumer
demand, in shorter periods, however, open positions may
remain due to natural seasonality, which are mainly closed

on the spot and balancing energy markets. Prices on the spot
and balancing energy markets cannot be planned in advance,
any change in these markets may impact the profitability of
the ALTEO Group.
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Natural gas and electricity volumes are mainly contracted
through low-risk wholesale partners and, to a lesser extent,
through exchanges. Trading is continuous, and therefore the
prices of products change on a daily basis, given that the
trading in exchange-traded products is continuous. Day-by-
day price movements, sometimes with significant changes,
may represent a risk in the case of longer-term consumer
proposals, however such risk is mitigated by the Company
by issuing indicative quotes (not binding for the trader). Even
though the ALTEO Group performs its retail trade activities

on the basis of a risk management procedure adopted by the
Board of Directors; a potential erroneous transaction may have
a significant negative effect on the profitability of the ALTEO
Group.

The income generating capacity of the ALTEO Virtual Power
Plant and related production units within the sphere of busi-
ness interests of the ALTEO Group is highly exposed to trading
on various futures and spot markets. The hedging of electricity
positions for planned heat and electricity sales takes place on
the wholesale markets, while the short-term adjustment of
positions and certain contractual electricity sales obligations
on the spot markets (HUPX DAM and IDM). If the electricity
generation positions to be taken and hedged are incorrectly
determined, their adjustment may affect the profitability of the
ALTEO Group due to changes in the market price environ-
ment. Furthermore, the loss of access to spot markets due to
mismanaged collateral needs could also have a significant
impact on the finance income of the ALTEO Group.

ALTEO Group has a strategic fuel purchase contract, where
the amount of the financial guarantee is greatly exposed to
the changes in the market price of the given fuel. In the event
of an adverse price movement, additional collateral may be
required, which could have a negative impact on the financial
position of the ALTEO Group.

111.3.32 OPERATING RISKS

The economic performance of the ALTEO Group depends on
the proper operation of its projects, which may be influenced
by several factors, such as:

+ costs of general and unexpected maintenance or renewals;

- unplanned outage or shutdown due to malfunction of the
equipment;

- natural disasters (fire, flood, earthquake, storm and other
natural disasters),

- change in operative parameters;
- change in operating costs;
- eventual errors during operations; and

+ dependence on third-party operators.

The energy generating Subsidiaries of the ALTEO Group (with
the exception of Pannon Szélerdmu Kft.) have in place “all risk”
type property insurance policies for machinery breakdown
and outage, as well certain natural disasters. These provide
cover for damages traceable to such causes and also apply to
liability insurance policies as well, where a cover is provided
for third-party damage caused by energy generating activities.
However, it is not excluded that a loss event is partially or enti-
rely outside the scope of the risk assumed by the insurer, and
50, the insurant—either as the injured party or the responsible
party—may be obliged to bear the damage.

The occurrence of any operational risks may have a highly ad-

verse impact on the perception and profitability of the ALTEO
Group.
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111.3.33 FUEL RISK

The price of strategic fuels used by the ALTEO Group follows
market processes. The possibility that the price of the fuel
procured by the ALTEO Group will increase in the future,
cannot be ruled out, which can have a negative effect on the
Group's profitability.

For ALTEO Group's power plants burning hydrocarbons, the
key types of fuel (primarily natural gas) are procured from
third-party suppliers. The natural gas transport agreements
made by the ALTEO Group are in line with the practices used
by the entire industry. Despite that, there is no guarantee that
the fuel required for fueling the power plants will always be
available, and it is especially difficult to plan with fuel supply
in the case of external events. The natural gas transport agre-
ements made by the ALTEO Group are also in line with the
practices used by the entire industry and these may include
an offtake (ak.a. “take-or-pay") obligation, for the respective
period, with a certain tolerance band. In the event of a sig-
nificant drop in natural gas consumption, the incurrence of a
penalty by the ALTEO Group due to gas not taken over cannot
be completely ruled out, and such an occurrence would have
an adverse impact on the profitability of the ALTEO Group.

111.3.34 RENEWING AND/OR REFINANCING OUTSTANDING
DEBTS

In addition to loans granted by financial institutions, ALTEO
Group uses in part bonds - issued by ALTEO either in a private
or public offering - to fund its financing needs. As at the date
of this Information Memorandum, the ALTEO Group holds a
bond portfolio with a face value of HUF 12,400 million.

Negative changes and risks in the business prospects of the
ALTEO Group, in the general financing environment, in the
interest environment or in the general capital market atmosp-
here may have a negative effect on the renewal of bond debt
and the refinancing of the ALTEO Group's outstanding loans
would be possible only with significantly worse conditions or
it might even become impossible. These circumstances may
have a negative effect on future financing and on the financial
situation of the ALTEO Group.

111.3.35 INFORMATION TECHNOLOGY SYSTEMS

The activity of the ALTEO Group (in particular, the supervision
of the power plants) depends on the information technology
systems. The inadequate operation or security of the AL-

TEO Group's information technology (IT) systems may have
adverse consequences for the business and profitability of the
ALTEO Group.

111.3.36 WHOLESALE PARTNER RISKS

If the partner in a wholesale transaction does not deliver or
accept the contracted amount of energy, or cannot pay for the
energy delivered, such failed transactions may lead to short-
or long-term losses for the Company. Although the ALTEO
Group exercises utmost care in selecting its partners, any fa-
ilure by them to meet their obligations would have a negative
impact on the profitability of the ALTEO Group.

111.3.37 DEPENDENCE ON THIRD-PARTY SUPPLIERS

During the implementation of energy investments, the ALTEO
Group greatly depends on the suppliers, manufacturers of
certain equipment, as well as on the implementers and sub-
contractors, and that may have an impact on the implemen-
tation of the investments. The ALTEO Group does not always
have full control over the equipment, installations and materi-
als. If, for any reason, manufacturers or suppliers fail to deliver
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the equipment ordered by the ALTEO Group at the right time,
for the right price and in the right quality, delays may occur in
the implementation of investments and additional costs may
arise, which may have an adverse impact on the profitability of
the ALTEO Group.

111.3.38 BUYER RISK

A significant share of the ALTEO Group's revenues comes from
a small number of buyers making large purchases. Consequ-
ently, winning or losing a client contract may already make a
big difference in terms of the Company's future revenues and
profitability.

As a consequence of having significant buyers, the ALTEO
Group is exposed to non-payment risk. If an important buyer
of the ALTEO Group fails to pay or pays lately, that might
cause a significant loss to the ALTEO Group.

The ALTEO Group has fixed-term contracts with its significant
buyers, suppliers and financing partners. There is no guaran-
tee that after the expiry of these contracts, the parties can
reach an agreement regarding the extension of these cont-
racts. Even fixed-term contracts offer no guarantee against
their termination before the end of their specified term due to
some unexpected or exceptional event.

ALTEO Group sells electricity and provides district heating
services for certain public institution users. Upon request from
such users, the relevant Subsidiary is obliged to provide an
exemption from termination due to late payment (a moratori-
um), for a specified period, subject to the conditions laid down
by law. Costs occurred due to the moratorium must be borne
by the relevant Subsidiary.

111.3.39 THE RISK OF INTRODUCING AND USING NEW PO-
WER PLANT TECHNOLOGIES

In accordance with its business plans, the ALTEO Group may
introduce into the portfolio certain technologies that were not
included in their power plant portfolio until now. Although the
ALTEO Group implements only proven technologies holding a
number of references, if the performance of a given techno-
logy is lower than previously projected, it may cause a loss to
the ALTEO Group.

111.3.40 THE RISK OF KEY MANAGERS AND/OR EMPLOYEES
LEAVING THE COMPANY

The performance and success of the ALTEO Group greatly
depends on the experience and availability of its managers
and key employees. The departure of executives and key
employees from Company could have a negative impact on
the ALTEO Group's operation and profitability.

111.3.41 OFFICIAL DECISIONS

In addition to the tax authority, several other authorities (such
as the Central Bank of Hungary and HEPURA) are entitled to
check the proper functioning of the rules at the ALTEO Group.
The ALTEO Group does everything that can reasonably be
expected of it to ensure the compliance of its operation with
the requirements stipulated by the law or the authorities.
Nevertheless, the possibility that future inspections and audits
by the authorities will result in statements leading to subs-
tantial expenses for the ALTEO Group, or that the competent
authorities will impose certain sanctions (such as penalty,
suspension of operation or withdrawal of the license required
for operation) against some companies of the ALTEO Group
cannot be excluded, which may have an adverse impact on
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the perception and profitability of the Company.

111.3.42 KEY LICENSES AND QUALIFICATIONS

For performing their activities, members of the ALTEO Group
need numerous permits and licenses (e.g. electricity trad-
ing license, natural gas trading license, small power plant
consolidated permit, district heating production license, KAT
permit, as well as environmental and water rights licenses).
If these certificates, qualifications and licenses are revoked
or not extended, the business of the ALTEO Group would be
profoundly limited. Therefore, this could have a significant
negative impact on the Group's profitability.

111.3.43 THE RISK OF NOT FULFILLING THE OBLIGATIONS AS-
SOCIATED WITH OPERATING ITS OWN BALANCING GROUP

As part of electricity trading activity, the various ALTEO Group
Subsidiaries operate a balancing group of their own, an
accounting organization with the membership of electricity
users and electricity producers in contractual relationship
with the various ALTEO Group Subsidiaries, and perform

their related tasks specified in the laws and electricity supply
regulations. The various ALTEO Group Subsidiaries themsel-
ves have all licenses, financial securities, assets and resources
required for operating the balancing group, but in the case
of a malfunctioning or a shortage, they may not be able to
perform their duties as the entities responsible for the ba-
lancing group, therefore, they would have to bear all relevant
damages and fines.

The various ALTEO Group Subsidiaries are involved in a
balancing group cooperation with several balancing group
managers. Should these balancing group managers suspend
or terminate their activities, the transfer of their tasks may
imply significant costs for the ALTEO Group and, if the transfer
of the tasks performed by the balancing group managers
cannot be settled immediately, without problems, then, even
a significant amount of surcharge payment obligation may
result from it.

111.3.44 RISKS RELATED TO THE RPM BUSINESS

In relation to the RPM Business, short-term (~1 year) contracts
are typically concluded. Within the framework of this busi-
ness, certain Subsidiaries of the ALTEO Group also perform
scheduling group representative functions, which includes
them being responsible for the submission of schedules on
time and in compliance with legal and other regulations. If the
schedules deviate from the actual production profile, such
deviation generates balancing energy costs for the ALTEO
Group. Such costs may reduce the profitability of the RPM
Business, which may even become loss-making.

111.3.45 OPTIONS TO PURCHASE CERTAIN MEANS OF PRO-
DUCTION

Third parties have options to purchase certain means of
production of the ALTEO Group. If the relevant contracts are
not amended or new service contracts are not signed, these
assets will not contribute to the Company's revenues and
profits after the time when they are sold. Apart from that, the
Company may suffer losses from such sale transactions. In
its business plans, the Company anticipates the expiration of
these contracts and the loss of ownership of the means of
production; any contract renewals or the retention or more
favorable sale of ownership will result in additional profits
compared to the plans.

On the basis of the investment and long-term heat supply
contracts concluded between the legal predecessors of AL-
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TEO-Therm Kft. and the local municipalities of Kazincbarcika,
Ozd and Tiszaujvaros, the municipalities are entitled to buy
these heating power plants upon the expiry of such cont-
racts, at the value specified in the accounting records. The
Tiszaujvaros contract has been extended until 2035, while the
Kazincbarcika and Ozd contract until 2032 and 2030, respec-
tively. Under a purchase option contract between MOL Pet-
rochemicals Co. Ltd. and Sinergy on the Tisza-WTP business
quota, MOL Petrochemicals Co. Ltd. is entitled to purchase,
until June 30, 2027 at the latest, the Tisza-WTP business quota
at a price calculated according to the methodology specified
in the contract.

Under a long-term contract concluded by Zuglo-Therm, legal
predecessor of ALTEO-Therm and FOTAV Zrt on purchasing
and selling heat energy, as well as an agreement establishing
a purchase option, concluded at the same time, upon expiry
of that contract (expected by May 31, 2030) or in the case of
termination by Zuglo-Therm, FOTAV Zrt is entitled to buy the
gas engine block heating power plant established by Zug-
lo-Therm for an amount of EUR 1, further to its decision adop-
ted at its discretion. If FOTAV Zrt. fails to exercise its purchase
option, and the parties are unable to reach an agreement

on the future of the heating power plant, ALTEO-Therm will
be obliged to demolish it at its own expense and restore the
property used by it for this purpose to its original condition.

111.3.46 BUSINESS RELATIONSHIPS ASSOCIATED WITH THE
OWNERS’ GROUP

The ALTEO Group is part of the Owners' Group, and there are
several business relationships between the two groups. A por-
tion of the ALTEO Group's revenues and services used comes
from the Ownership Group. There is no guarantee that in the
case of an eventual future change in the ownership structure
of the Company or of these businesses the relationship of

the ALTEO Group with these businesses remains unchan-
ged. The termination of these buyer, financing and supplier
relationships may have a negative effect on the profitability of
the ALTEO Group and limit its options to access funding in the
future.

111.3.47 THE RISK OF BEING CATEGORIZED AS A DE FACTO
GROUP OF COMPANIES

The ALTEO Group includes several Subsidiaries. In the case of
ALTEO Group, in the absence of a uniform business policy or,
in the case of certain Subsidiaries, the lack of other conditi-
ons, no control agreement was concluded and ALTEO Group
does not qualify as a recognized company group. At the
same time, it cannot be excluded that based on the request
of a legal entity with an interest of legal nature, the court will
oblige the member companies of ALTEO Group to enter into a
subordination agreement and to initiate the registration of the
company group with the Court of Registration, or categorize
ALTEO Group as an actual company group even in the lack of
a court registration. In a situation like that, if a subsidiary was
liquidated, the Company would be obligated to honor its debt
repayment obligations toward the creditors, except if it can
prove that the insolvency was not the consequence of the
company group's integrated business policy.

111.3.48 TAXATION

The ALTEO Group does everything that can reasonably be
expected of it to ensure that its operation is in compliance
with the regulations, but it cannot be excluded that a future
tax audit will result in substantial expenses in the form of a
tax liability payable by the Company or its subsidiaries. The
findings of the audits performed by the National Tax Authority
at the Group in 2022 did not result in any noteworthy changes
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in the tax positions of the Company, and the Company met all
obligations imposed on it on the basis of those findings.

In certain acquisition contracts, the parties to the contract
acting as sellers to the ALTEO Group accepted a full guaran-
tee for the period of tax law limitation for the reimbursement
of the tax debts of the target companies for the periods prior
to their joining the ALTEO Group. Nevertheless, there is no
guarantee that any claims for reimbursement against the
sellers may be fully enforceable, which may result in a loss for
the ALTEO Group.

111.3.49 ENVIRONMENTAL RISKS

During their activities the ALTEO Group's companies use
materials and apply technologies that could be harmful to the
environment if used inappropriately, not complying with the
laws or the applicable licenses. Members of the ALTEO Group
have the necessary environmental licenses and policies in
place, and their expert staff do their job with special care as
required by the nature of this business. But there could be ext-
raordinary events which may entail invoking the environmental
remediation obligation of the affected company or imposing a
fine, or may lead to enforcing claims against the affected com-
pany. The ALTEO Group's insurance policies may not provide
any cover or full cover for damages and costs resulting from
such events, which may result in a loss for ALTEO Group.

111.3.50 RISK OF BANKRUPTCY AND LIQUIDATION PROCEE-
DINGS

If the court requires bankruptcy proceedings to be instituted
against the Company, the Company will be granted a pay-
ment extension. Pursuant to Section 10(4) of the Bankruptcy
Act, the term of payment is extended until 00:00 am. on the
second business day following the 120th day from the publi-
cation of the decision on the bankruptcy proceedings. Under
certain conditions, the extension may be prolonged for up to
365 days from the start date of the bankruptcy proceedings.
In the event of liquidation proceedings, the Bond claims of
Bondholders will be satisfied as other receivables pursuant
to Section 57(e) of the Bankruptcy Act. Any bankruptcy or
liquidation proceedings initiated against the Company would
have a significantly adverse impact on the rate of Bonds and
the probability of their full repayment.
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111.3.52 ANY DISCREPANCIES BETWEEN THE DATA IN THE
CONSOLIDATED AND IFRS REPORTS AND THE DATA IN THE
REPORTS PREPARED IN LINE WITH THE HUNGARIAN AC-
COUNTING STANDARDS (HAS)

The Company and its Subsidiaries prepare individual reports in
line with HAS for each financial year. However, beginning with
the financial year of 2010, the Company prepares a consoli-
dated financial statement according to the IFRS standards.
Furthermore, since 2017, the Company prepares even its
separate financial statement in line with the IFRS standards.
Valuation and presentation principles applied in the reports

of subsidiaries and of the Company prepared according to

the HAS requirements are different from those applied in the
consolidated financial statement. Due to the differences in the
accounting systems, the information content of the simple
aggregation of the separate HAS financial statements and that
of the consolidated IFRS financial statement are independent
and separate.

111.3.52 THE RISK OF ENTERING NEW GEOGRAPHICAL MAR-
KETS

The ALTEO Group might implement acquisitions and green-fi-
eld investments overseas as well, therefore, any unfavorable
changes in the macroeconomic, business, regulatory and/

or legal environment of the target countries may have an
adverse effect on the financial performance of the projects
obtained through acquisition or implemented through gre-
en-field investments and consequently, on the profitability of
the ALTEO Group.
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lll.4 FINANCIAL RISKS AND THEIR MANAGEMENT

Over and above the listing of risks in Section II1.3, in this section the Group presents its risks related to financial asset and recei-
vables, the way they are managed, and it analyzes its risk management objectives in the current period.

1ll.4.1 RECOVERY RISK AND ITS MANAGEMENT

The policy and procedures in effect have the objective of laying down the framework and fundamental principles of the trade
debtors and debt collection for the Group so as to minimize credlit risk from late payment or non-payment of customers, as well
as to continuously monitor risks and to provide financial assistance to sales processes, in line with the Group's sales strategy and
risk-bearing capacity.

The Group has classified its products and services into the following risk categories: The Group employs various systems of
collateral tailored to categories of products and services, see table.

Assessed risk categories managed collectively Group Risk characteristics of the category,

In establishing a customer portfolio, diversification by industry and company size reduces
risk.

Before establishing trade relations, our partners undergo a customer rating based on
internal and external information, and the rating is reviewed annually.

For covering pure customer credit risk, the preferred types of collaterals include credit
insurance, bank guarantees, cash and deposits. In 2022 we entered into an agreement
with a credit insurer to insure receivables; furthermore, for the time being we have
switched to lower-risk bidding arrangements, meaning advance payment and stock
exchange indexed offers.

Retail trade in natural gas and electricity

We monitor our receivables on a daily basis.

In the event of default, the act regulating the electricity sector allows, as the last resort,
partners to be excluded from consumption.

Customers are typically municipality-owned heat suppliers; they are monitored
District heating continuously. In addition to maintaining the level of trade receivables, we continuously
consult with Customers to ensure recovery.

Customers are subjected to a pre-qualification assessment; non-payment related risk
Business and project development is managed by requiring financial performance guarantees (bank guarantee, security
deposit).

Customers possess the critical infrastructure of the Hungarian corporate sector; they are
Large corporate clients (energy services) mostly listed companies operating in a transparent manner. Customers are monitored
continuously.

The settlement of sales through the power exchange is assured by the regulations of the

Wholesale trade in electricity exchange. Trading partners (may) use performance guarantees vis-a-vis each other.

The risk rating of the system operator is the same as that of Hungary. All the generators in
Hungary that sell in the KAT system are required to be members solely of this balancing
group; the consideration for their production is covered by the fee component allocated
to non-retail users as specified in Section 13/A of the Electricity Act. The system has been
operating for over one decade without any financial problems.

System Operator
(MAVIR Zrt) - KAT

System Operator With regard to the collection of the consideration payable for those services, see the
(MAVIR Zrt.) - ancillary services comments on KAT above.
Lease receivables The value of the receivables is guaranteed by the title of the assets concerned.

In 2020, the restrictions on business operation and on the working of sectors due to the COVID-19 pandemic resulted in an inc-
reased client risk; as a result, the Group identified an increasing risk value. The risk factors that increased in 2020 were continued
to be taken into account and quantified in the course of the review of the ECL model in 2022. During the current year, it was not
necessary to draw down bank guarantees or any other collateral pledged by clients.

The details of the Group's receivables and the expected losses relating to such receivables are presented in Sections 1V.14; IV.17
and IV.19.

lll.4.2 LIQUIDITY RISK AND ITS MANAGEMENT

The Group makes liquidity plans, in which it examines liquidity positions and, having analyzed the plans, ensures in advance, in
due time, that sufficient liquidity is maintained.
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+ The Group has a cash pool system settled through banks, available to its members, which is successful in managing cash use
and demand within the Group at different times and in different amounts.

+ Furthermore, the Group has shared bank liquidity facilities, the availability of which assures sufficient and flexible liquidity
options for the Group.

+ The 10-year bonds issued in 2019 and 2020 changed the composition of the sources of the liquid cash assets available to the
Group; the shift of liabilities towards long term has considerably improved short- and medium-term liquidity.

The future cash flows of the borrowings and bonds, and also the credit terms are explained in detail in Sections V.21 and IV.22.

The maturity dates of the Group's financial instruments are the following:

Maturity

Financial instruments

Assets:

Long-term deposits or loans given - 969 602 -
Trade receivables 24 562 537 - -
Other financial assets 8 500 254 - -
Other receivables and accruals 12 057 221 - -
Income tax receivables 193 124 - -
Liabilities:

Debts on the issue of bonds - - 12 658 274
Loans and borrowings 7185 732 2165951 4 504 100
Finance lease liabilities 391600 955 463 893134
Advances received 1499 254 - -
Trade payables 11282 617 - -
Other long-term liabilities - 944 980 293 036
Other short-term liabilities and accruals 24 885 619 - -
Income tax liabilities 1046 918 - -

111.4.3 INTEREST RATE RISK AND ITS MANAGEMENT

The Group is financed through fixed-interest bonds and variable-interest project loans.

- To fix the interest rates of project loans, the Group has entered into interest rate swaps, in which it agrees to exchange the va-
riable cash flows, for a predefined period, to fixed cash flows with respect to the principal amount. The effects of these swaps
are considered by the Group to be cash flow hedges.

- The Group regards hedging transactions to be efficient as they were concluded with the lending bank, adjusted to the terms of
the loans in question. There is no interest rate risk in the case of loans hedged by interest rate hedging transactions.

In the case of the Group's loan not hedged by interest rate hedging transactions, a 5% change in BUBOR results in the following
changes in interest expenses per day:

Interest rate risk HUF thousand BUBOR cahnge +/- 5%

Short-term parent company loan not hedged by interest rate hedging

- 6 000 000 822
transatcions

Ill.4.4 FOREIGN EXCHANGE RISK AND ITS MANAGEMENT

The Group's exposure to foreign exchange risk arises when the income from and expenses of transactions are denominated in
different currencies. The Group has no significant hidden foreign exchange risks (embedded derivatives) regarding its activities.
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Risk to be managed Hedge transaction Objective

Hedging of the net foreign exchange
position (EUR) through forward contracts
(mostly to buy)

Change in the exchange rate of electricity purchase

and sale in the retail trade The target is 95%.

Change of the components of district heat production Foreign exchange forward transactions to
(gas, CO2) relative to the regulated (fixed) exchange hedge the EUR consideration for energy
rate carriers required for heat production

Total hedging of the FX exposure of
the regulated heat price

11l.4.5 RISK ARISING FROM CHANGES IN ENERGY PRODUCT PRICES AND ITS MANAGEMENT

Due to its scope of activities, the Group is considerably exposed to the variations in the prices of energy carriers, but such risk is

managed by appropriate pricing and by hedging transactions.

Risk to be managed
(hedged transaction)

Hedge transaction

Objective

Volume and price components of the gas necessary
for the production of district heating subject to
regulated price

Entering into forward gas hedging
transactions when the HEPURA district
heating rate is established

Maximum hedging for the gas price
specified in the decree regulating the
district heating price, as well as for
the necessary volumes

Market-priced heat generation

Use of price formulas to reflect the inputs
necessary for the heat generated (gas) as
well as other features of production

Sustainable heat generation through
optimizing the co-generation of
electricity

111.4.6 DESCRIPTION OF HEDGE RELATIONSHIPS - OBJECTIVES AND PROCEDURES RELEVANT FOR HEDGES AND HEDGING
POLICY

IFRS 9 provides for the terms of hedge accounting, and the Group complies with the requirements set out in IFRS 9: the Group
keeps a register of the hedged items and hedging instruments, the hedging relationships have been identified, the hedging
relationships exist and are effective.

- With respect to the volume and price risk of energy products, the Group has set up plans and risk management models reg-
arding the various business segments. These models calculate the type and value of the necessary hedge transactions in
accordance with the contracts and plans in effect. Hedge transactions are concluded on that basis.

+ In the case of district heating, due to the non-obligatory volume purchase, the Group continuously assesses the relationship of
hedged items and hedging instruments relating to the production of heat. The volume to be hedged is based on historic data
of several years as well as on consumption forecasts. In the current period, the relationship was effective, with no relationships
discontinued.

+ In the case of FX risk, the Group covers the foreign exchange risk of its future purchases to be settled in a foreign currency in
the next 12 months by concluding hedging transactions. The maturity date of the hedging transactions is as close to the date
of expected payment as possible.

- The Group regards interest rate hedging (IRS) transactions to be efficient as they were concluded with the lending bank, adjus-
ted to the terms of the loans in question.

111.4.7 MANAGING CAPITAL

By transforming its capital structure, the Group intends to retain its capacity to operate continuously in order to provide profit for

its shareholders and maintain an optimal capital structure for the sake of reducing the cost of capital. In order to preserve or adjust
capital structure, the Board of Directors proposes to the General Meeting the amount of dividends to be paid to shareholders, and
acting within its authorization received from the General Meeting, it decides, in connection with the capital structure or at its discre-
tion, on capital increase and issuing new shares, or submits a proposal to that effect to the General Meeting.

The Group complies with the statutory capital requirements applicable to it. In performing a review of that, the Group observes the
requirements of Act V of 2013 on the Civil Code (of Hungary). The table below shows equity and its ratio relative to issued capital:

"Year ending on “Year ending on

Equity to issued capital ratio 12/31/2022 12/31/2021
HUF thousand" HUF thousand"
Issued capital 249 066 242 235
Equity 26 687 862 19 009 318
Equity to issued capital ratio 10715 78,47
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V. NOTES TO THE STATEMENT
OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

IV.21 REVENUE

"12/31/2022 "12/31/2021
Revenues HUF thousand HUF thousand

12 months” 12 months"”
Electricity production” 28 850 234 10 855 720
Heat sales 26 117 359 5850 254
Electric power trade” 19 482 859 11 545 232
Electricity capacity charge” 17 249 264 8227 237
Gas trade 4 257 203 3802114
Operation and maintenance (O&M) 3624 369 2853248
Energy industry service fees and projects 1338169 631 399
Waste management 1257 917 232 917
Trade commission revenues 574 203 37 075
E-mobility service 183 011 51967
Other revenues 66 134 47 058
Operating lease income 26331 25085
Finance lease income - 142
Total 103 027 053 44 249 448

Revenue contains returns attributable to the Group's core
activity.

“In the 2021 statement the electrical energy revenue of
Sinergy Energiakereskedé Kft. from sales to third parties of
electricity produced within the Group was recognized among
the revenues of electricity trading. The activity of Sinergy
Energiakereskedd Kft. consists in electricity production and
the sale of electricity capacity; therefore for the sake of com-
parability, the revenue from electricity sales to third parties,
in the amount of HUF 4,241,090 thousand, is recognized in
Revenue from electricity generation.

The electricity capacity charge, in the amount of HUF
8,227,237 thousand, has been removed from the revenues of
electricity production, and is recognized by the Group separa-
tely in this statement.

Activities of the Group:
Electricity production: In the course of production, the Group
produces the energy sold through its own power plants. The

operations of the Virtual Power Plant are recognized among
the revenues of production, including the full management of
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scheduling services, HEPURA and MAVIR data reporting and
administration, and real-time production monitoring activities
for our contracted partners' power generation units.

Electricity capacity charge: in order to maintain balance in
the system, the Hungarian system operator (MAVIR) procures
various types of balancing reserve capacities (FCR, aFRR,
mFRR) from market actors with the appropriate authorization;
the capacity charge is the consideration. The consideration
for the ability of the Group's generation facilities to alter such
reserved, accredited load is recognized here.

Electricity and gas trade: the retail activity of the purchase
and resale of electricity and gas to final consumers. The com-
mercial segment purchases energy from within the Group and
also from other trading partners.

Heat sales: In the course of production, the Group produces
the heat energy in its own power plants, and sells it to district
heating companies under long-term contracts.

Operation and maintenance (O&M): The Group carries out

operation and maintenance activities related to power plants
and energy generating equipment.
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Implementation of energy industry projects: For energy
industry project activities, revenue is presented by stage of
completion.

Waste management: the revenue of the waste management
activity launched in 2019 is presented here.

E-mobility service: operation of licensed charging equipment
and e-mobility services for residential and corporate custom-
ers.

Operating lease income: The Group gives certain parts of its
properties at the sites of Alteo-Therm Kft. in Sopron and Gyér
to operating lease (based on lease agreements). Lease cont-
racts are concluded for an indefinite term. The Group does
not have any separate dedicated assets for leasing purposes;
however, it leases some of its own assets. The Group does not
sublease its leased assets.

Finance lease income: The lease interest rate in contracts

classified as long-term leases in accordance with the rules of
IFRS16 is presented here.

IV.2 MATERIAL EXPENSES

Other revenues: accounting services provided to third parties
and revenues that are not classifiable in other activities are
recognized as other revenues.

Other activities in the business period requiring special prin-
ciples of presentation:

+ In the current year the Group had no discontinuing opera-
tions.

+ The Group did not have interest, royalty or dividend, which
should be recognized as revenue.

Turnover items not recognized in the revenue:

- The Group leaves out taxes, fees recovered on behalf of the
state or some other party from its revenues and recognizes
them as items decreasing expenses (consolidates revenues
and expenses). For an itemized list, see Section I1.5.7

Material expenses include items attributable to the Group's core activity only, as they are not considered expenses connected to
discontinued activities.

"12/31/2022 "12/31/2021
Material expenses HUF thousand HUF thousand
12 months” 12 months”
Energy carrier - electricity (35 313 433) (10 094 979)
Energy carrier - gas (28 777 446) (10 683 258)
Material and service needs of maintenance and projects (2 977 519) (2 380 998)
Expert services (counselling, auditing, IT) (896 233) (633 639)
Waste management services (851 883) (178 417)
Bank expenses, insurance (343 191) (271792)
Agent's commission (253 828) (573 071)
Rent (office, machinery, vehicles, data cables, IT) (101 870) (133 293)
Other (188 092) (126 421)
Other fuels and water (184 934) (129 604)
Administration and office costs (162 183) (100 641)
HSE., ISO, environmental protection (154 431) (162 441)
Marketing (83 859) (107 125)
Fees paid to authorities, duties (63 674) (41 258)
Cost of E-mobility service (6 253) (7 507)
Total (70 448 829) (25 624 444)
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IV.3 PERSONNEL EXPENSES

The personnel expenses line contains the wages, other disbursements of the Group and the related benefit expenses.

"12/31/2022 "12/31/2021
Personnel expenses HUF thousand HUF thousand

12 months* 12 months*
Wages (4 065 501) (2 960 051)
Other personnel expenses (452 972) (417 830)
IFRS 2 remuneration (830 840) (261 274)
Employee reward program - (2 460)
Contributions (602 336) (550 622)
Total (5 951 649) (4 192 237)

Share-based payment expenses: The profit effects on the shares granted to the employees as benefit are also recognized as
part of the personnel expenses. For more details on related presentations see Section 1V.35.

Information concerning employees

ALTEO Nyrt.

FE-Group Invest Zrt.

The closing headcount of the Group on 12/31/2022 was 413 people.

IV.4 OTHER REVENUES AND EXPENSES, NET

201

92

270

N/A

"12/31/2022 "12/31/2021
Profit or loss from other revenues and expenses HUF thousand HUF thousand
12 months” 12 months"”
Other expenses: (6 880 773) (2 035 658)
CO2 expenses (2 385 689) (1275 960)
Parafiscal contributions, fees, payment obligations (2 057 062) (52 534)
Fines, compensation, default interest paid (1808 019) (414 747)
Impairment of inventories and receivables (310 138) (119 856)
METAR overcompensation (258 134) (56 446)
Provisions released (recognized) (36 856) (39 701
Grants, released receivables (32 952) (9 639)
Scrapping of fixed and intangible assets (2298) (12 612)
Sale of fixed and intangible assets 2905 (557)
EEOS quota expense (and release) 7 380 (53 516)
Other revenues: 115 911 240 053
Subsidies and grants received 65 960 68 606
Fines, compensation, default interest received 20 453 24118
Income from (expenses of) loss events 17 618 141 216
Other settlements 11 880 6 023
Total (6764 862) (1795 605)
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+ CO2 expenditure includes the current year's expenditure on CO2 emission allowances related to electricity production.

+ The tax payable by the Group as balance reserve capacity provider stipulated in Section 3/A of Government Decree 197/2022.
(V1. 4) on windfall taxes is recognized among tax-type expenses. The tax base is the (financially realized) revenue received as
consideration for the service. In 2022 the tax rate was 13% of the tax base. In 2023 the rate of that tax will be 10%.

+ Fines paid include the surcharge fees imposed by MAVIR relating to the regulation of renewable power plants.

+ Impairment of inventories and receivables includes the depreciation of inventories to their market value and the individual
impairment, and impairment recognized based on the ECL model for receivables

- METAR overcompensation includes the amounts claimed by the MAVIR Group under the rules of the support system.

- Detailed description of the information concerning the preparation and release of provisions is in Note 11.5.7.

- It contains the pro rata temporis amount of grants received from the grants awarded for the establishment of the assets.
(Energy storage renovation in Flredi u. in Felsédobsza and industrial development grant for the development of the Waste
Management business)

+ The most significant items among the items in the Fines, compensation, default interest received line were penalties, contract

termination penalties received for non-performance of the schedule keeping obligation related to energy production and
trade, and the amount of refunds relating to the KAT system.

The difference of the obligation of the Group and release of the same for the year 2022 under the Energy Efficiency Obligation
Scheme has been recognized as an EEOS quota expense (and release)

+ Other items include income and expenses not categorized elsewhere, such as settlements on partner and tax current ac-
counts, rounding differences, levies not classified as income tax and derecognition of time-barred liabilities.

IV.5 CAPITALIZED OWN PRODUCTION

"12/31/2022 "12/31/2021
Capitalized own production HUF thousand HUF thousand
12 months" 12 months"
Capitalized production from material expenses - 6175
Capitalized production from personnel expenses 358 915 236 651
Total 358 915 242 826

Personnel and other material expenses directly related to the investments made within the group are recognized in capitalized
own performances.
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IV.6 FINANCE INCOME, EXPENDITURES, NET

Within finance income and expenses, the main element in exchange differences was the unrealized exchange loss at year-end.
Exchange differences incurred on the foreign currency transactions of the Group. The impairment of the loan granted to Energi-
gas Kft. (third party) and the amount of damages paid by the Group for terminated electricity trading contracts were recognized
in other financial accounts.

"12/31/2022 "12/31/2021
Net financial income HUF thousand HUF thousand
12 months” 12 months"
Finance income 3010 721 384028
Received/receivable interest 547 319 53175
Exchange rate gains 2463 402 331546
Other finance income - 207
Financial expenses (3947 452) (2 255 979)
Interests paid/payable (1594 711) (1025 152)
Indemnification for terminated contract (1313) (1005 894)
Exchange rate losses (2337 542) (212 188)
Other financial expenses (13 886) (12 745)
Net finance income (936 731) (1871 051)
Net interest expenses (1047 392) (971977)
Net exchange rate profit or loss 125 860 119 358
Other financial settlements (15 199) (1018 432)
Total (936 731) (1871 051)
IV.7 TAXES

1IV.7.1 TAXES IN THE PROFIT OR LOSS - TYPES OF TAX EXPENSES

The Group's members pay tax under Hungarian tax law. Taxes presented as tax expense:

"12/31/2022 "12/31/2021
Taxes HUF thousand HUF thousand

12 months* 12 months*
Local business tax expenditure (1052 567) (604 793)
Innovation contribution expenditure (156 413) (94 514)
Corporate tax expenses (185 572) (214 997)
Special tax of energy producers (411 300) (103 158)
Deferred tax expenses (1107 592) (197 356)
Total (2 913 444) (1214 818)

1IV.7.2 INCOME TAXES IN THE STATEMENT OF FINANCIAL POSITION

Income tax receivables in the statement of financial position:

"Year ending on

"Year ending on

Income taxes in the statement of financial position 12/31/2022 12/31/2021

HUF thousand" HUF thousand"
Corporate tax overpayment 187 384 1365
Innovation contribution overpayment 32 6 307
Local business tax overpayment 5708 22 548
Income tax receivables 193124 30 220
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Income tax liabilities in the statement of financial position:

"Year ending on "Year ending on
Income taxes in the statement of financial position 12/31/2022 12/31/2021
HUF thousand" HUF thousand"”
Corporate tax liability 172 560 108 971
Innovation contribution liability 103 871 51438
Energy suppliers’ income tax liability 331062 50193
Local business tax liability 439 425 187 557
Income tax liabilities 1046 918 407 159
1V.7.3 TAXATION INFORMATION
As of 1/1/2022
Presentation of Tax Group members

As of January 1, 2019, the following companies formed a Head of group:

Corporate Tax Group, to which further companies joined as of

January 1, 2022. Members of the Company's Tax Group: Sinergy Energiakereskedo Kft.

Members:
Alte-A Kft.
Alte-Go Kft.
Alteo Energiakereskedd Zrt.
Alteo-Deponia Kft.
Alteo-Therm Kft.
Domaszék 2MW Kift.
Euro-Green Energy Kft.
Monsolar Kft,
Pannon Szélerém Kft.
Sinergy Energiaszolgaltato, Beruhazo és Tanacsado Kft.

Sunteo Kft.
List of tax audits

The tax authorities carried out the following audits concerning the Group:

Taxable entity Type of 2022 review, tax type, period

Alteo Energiaszolgaltatd Nyrt. 2020 comprehensive audit (concluded)

Alteo Energiakereskedd Zrt. 2020 comprehensive audit (concluded)

Alteo-Therm Kft. September 2022 Pre-VAT disbursement audit (concluded)
Alteo-Therm Kft. October 2022 Pre-VAT disbursement audit (concluded)
FE-Group Zrt. 2021 Q4 compliance audit (in progress)

FE-Group Zrt. 2022 Q2 compliance audit (in progress)

Sinergy Energiakereskedo Kft. 2017 comprehensive audit (concluded)

Sinergy Energiakeresked6 Kft. 2020 comprehensive audit (concluded)

Sinergy Energiakereskedd Kift. March 2022 Pre-VAT disbursement audit (concluded)
Sinergy Energiakereskedo Kft. April 2022 Pre-VAT disbursement audit (concluded)
Sinergy Energiakereskedo Kft. May 2022 Pre-VAT disbursement audit (concluded)
Sinergy Energiakereskedd Kft. July 2022 Pre-VAT disbursement audit (concluded)
Sinergy Energiaszolgaltato, Beruhazo és Tanacsado Kift. 2018 comprehensive audit (concluded)

Tisza-WTP Kft. 2019-2020 comprehensive audit (concluded)

The Tax Authority communicated no findings regarding the audits completed.
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IV.7.4 TAXES IN THE PROFIT OR LOSS - INCOME TAX CALCULATIONS

Elaboration of the tax base

"12/31/2022

HUF thousand
12 months"

"12/31/2021

HUF thousand
12 months"

IFRS profit or loss before taxes 15 756 735 7 072 268
Effect of differences 2 024 641 1553962
HAS profit or loss before taxes 17 781376 8 626 230
Increasing items 4521703 4996 511
Total provisions recognized 112 147 23193
S(l;;r;r;i(:ir;ite:;r?ﬁ;ﬂ(rﬁzﬁﬁgéelilcattlon charge recognized in the tax 3146 073 2863 451
Costs and expenses not related to business activity - -
Fines established in final decisions or obligations arising from legal
consequences, recognized as expenses 1779 2938
Amount of impairment recognized regarding receivables 143 772 142 351
Receivables released (except to the benefit of a private individual) 163 999 60 518
Other 123 093 84 074
Amount of Share based payment to employees for equity instruments
recognized against profit or loss before taxes, and the specified sum of 830 840 1819 986
the ESOP organization relating to equity instruments
Decreasing items 20 259 599 11 205 556
fAmount \X{ritten off from the loss carried forward (negative tax base) 847101 1586 487
rom previous years
Provision recognized in the tax year due to the use of provisions 1200 37 000
Depreciation recognized in accordance with the tax legislation 2 675676 1950 990
LAmou\nt of development reserve recognized as allocated reserve on the 13 660 786 3150 000
ast day of the tax year
but not more than the amount of the profit or loss before taxes 2 502 000 1930 000
Impgirment reversed regalrding receivables in the tax year, irrecoverable 24 34 079
portion of the cost of receivables
Determined amount of grant, benefit 17 435 -
Credit recognized as other revenue in connection with tax donation 3096 -
Other - 313
Amount of individual local business taxes, innovation contributions
under the IFRSs 515272 B
Amount of Share based payment to employees for equity instruments
recognized agailnstAproﬁt or loss beforle tf'axes, and the specified sum of 297 983 2 540 369
the ESOP organization relating to equity instruments
Negative tax base of the Group (260 973) (23 682)
Tax base 2 043 480 2417185
Tax (9%) 183913 217 547
Benefit (reducing taxes) - (11 368)
Difference due to group corporate tax (150) (2160)
Tax pursuant to the Corporate Tax Act (183 763) (204 019)
Support for sports and arts entitling to tax benefit - -
Acquisition corporate tax difference 5559 -
Amendment of corporate tax for previous years (7 365) (10 979)
Effect of corporate tax on profit or loss (185 572) (214 998)
Deferred tax due to changes in the statement of financial position:
Recognition of deferred tax assets (tax gain) 31990 71395
De-recognition of deferred tax assets (tax loss) (71 395) (132 811)
Recognition of deferred tax liability (tax loss) (2 248 154) (1487 761)
De-recognition of deferred tax liability (tax gain) 1487 761 866 550
Deferred taxes recognized in Other comprehensive income:
Deferred taxes recognized in Other comprehensive income 204 651 524 812
Deferred taxes derecognized in Other comprehensive income (524 812) (39 541)
Acquired deferred tax liability 12 367 -
Effect of deferred taxes on profit or loss (1107 592) (197 356)
of which recognized in Comprehensive income: (799 798) (682 627)
of which recognized in Other comprehensive income: (320 161) 485 271
Local business tax expenditure (1052 567) (604 793)
Innovation contribution expenditure (156 413) (94 514)
Special tax of energy producers (411 300) (103 158)
Effect of income taxes on profit or loss (2 913 444) (1214 819)
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1V.7.5 INFORMATION REGARDING TAXES OTHER THAN INCOME TAX

Pursuant to Section 3/A of Government Decree 197/2022. (VI. 4.) on windfall taxes, the tax is payable by the balance reserve
capacity provider. The tax base is the (financially realized) revenue received as consideration for the service. In 2022 the tax rate
was 13% of the tax base. In 2023 the rate of that tax will be 10%.

The Group recognized its windfall tax expenditures among Other expenses.

IV.8 DEFERRED TAXES

Deferred tax assets and liabilities were calculated by the Group for each taxpayer. The change in deferred taxes was recognized
by the Group in the statement of profit or loss.

"Year ending on "Year ending on
Deferred tax changes

12/31/2022 12/31/2021
HUF thousand" HUF thousand"”

Deferred tax asset

opening assets 71395 132 811
increase 31990 71395
decrease (71 395) (132 811)
31990 71395
Deferred tax liability

opening liability 1487 761 866 550
acquired 12 367 -
increase 2235787 1487 761
decrease (1487 761) (866 550)
2248154 1487 761

Deferred taxes in other comprehensive income
opening assets 524 812 39 541
increase - -
decrease (320 161) 485271
204 651 524 812
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IV.g9 FIXED ASSETS AND INTANGIBLE ASSETS

1V.9.1 TABLE ON THE MOVEMENT OF ASSETS

Property, Other Operation
Cost of assets plant and Goodwill intangible contract Rights of use
equipment assets assets
January 1, 2021 33258 814 - 4774833 1881298 1299 692 41214 637
Acquisition/put to use 2631923 - 634 370 - 919 007 4185 300
Sale (16 082) - - - - (16 082)
Scrapping (9 765) - - - (29 603) (39 368)
December 31, 2021 35 864 890 - 5409 203 1881298 2189 096 45 344 487
Acquisition/put to use 2 860 783 735 913 687 646 - 567 874 4852 216
Acquisition 2871752 - - - - 2871752
Reclassification (1200) - 1200 - - -
De-recognition, sale (792) - - - - (792)
aD:q—;ig(;’g‘;gr:ttion due to lease B B B B (14 401) (14 401)
De-recognition, scrapping (5 009) - - (60 836) (21 514) (87 359)
December 31, 2022 41590 424 735913 6 098 049 1820462 2721055 52 965 903

Accumulated depreciation ST P2 Sil? ol
€0 cep plant and Goodwill intangible contract Rights of use
and amortization of assets .
equipment assets assets

January 1, 2021 (7 735 522) - (1737 564) (668 311) (236 077) (10 377 474)
De-recognition, sale 7124 - - - - 7124
De-recognition, scrapping 7 066 - - - 29 092 36 158
Depreciation and amortization (2 405 470) - (1154 819) (160 771) (215 609) (3936 669)
December 31, 2021 (10 126 802) - (2 892 383) (829 082) (422 594) (14 270 861)
Acquisition (1318 652) - - - - (1318 652)
De-recognition, sale 520 - - - - 520
De-recognition due to lease _ ~ _ ~ 2658 2658
amendment

De-recognition, scrapping 2961 - - 60 836 20 586 84 383
Depreciation and amortization (2 304 714) - (787 991) (126 356) (305 125) (3 524 186)
December 31, 2022 (13 746 687) - (3 680 374) (894 602) (704 475) (19 026 138)

Property, Other Operation
Net value of assets plant and Goodwill intangible contract Rights of use Total
equipment assets assets

12.31.2020 25523 292 - 3037 269 1212 987 1063 615 30 837163
12.31.2021 25738 088 - 2 516 820 1052 216 1766 502 31073 626
12.31.2022 27 843737 735913 2417 675 925 860 2 016 580 33939765
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1V.9.2 VALUATION OF ASSETS:

- For the accounting policy on the valuation of assets, see in the chapter on Accounting policies relating to the statement of
financial position and the recognition and measurement of assets and liabilities and the recognition and measurement of
assets and liabilities.

- Intangible assets include no assets with indefinite lifecycles. The Group does not possess assets regarding which it would
employ the revaluation model.

+ The acquisition of Edelyn Solar Kft. by the Group was closed with the recognition of goodwill, see Company V.32 Presenta-
tions on acquisitions of companies. The Company tested the recoverable amount of the goodwill.

Discounts applied to decommissioning reserve (2022: 8.57%; 2021 8.57%

- The management of the Group performs the necessary tests for CGUs as at each reporting date to determine whether the
recognized value can be considered recoverable.

+ In the current year, the Group did not recognize or derecognize impairment for its individual assets or CGUs.
+ The classification of certain assets into cash-generating units changed in 2022. WINDEO Kft. merged into EURO GREEN

ENERGY Kft. by absorption, and thus the power generation equipment of Windeo was moved from the AVPP to the Re-
newable energy generating assets.

1V.9.3 DEPRECIATION AND AMORTIZATION IN THE CURRENT PERIOD

12/31/2022 12/31/2021
Depreciation and amortization HUF thousand HUF thousand
12 months 12 months
Recognized depreciation, amortization (3527 162) (3036 669)
1V.9.4 ASSET TYPES

Property, plant and equipment

Year ending on

Year ending on

Property, plant and equipment 12/31/2022 12/31/2021
HUF thousand HUF thousand

Power plant properties 3738 748 3510 227
Energy generation equipment:

Gas engine, heat cogeneration 4 995 840 4 255 642
Energy storage block 2 052 261 1612 278
Solar panel farm 4718 485 4875333
Wind turbine 7 491167 7949 233
Hydropower Plant 621862 693 971
Auxiliary systems 1867 609 1874118
E-charger 50 382 35268
Waste utilization equipment 1082105 -
Machines, transport equipment 198 814 -
Control engineering assets 644 436 534 507
Other assets 382028 397 511
Total 27843737 25738088

The Group created the above assets using its own capacity as main contractor, engineering, maintenance, business, legal and
economic advisor. The table above excludes the increase in intangible assets related to the investments (KAT, R&D, Concession).
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The contractual assets as per IFRS 15 recognized among intangible assets are presented in detail in Section IV.11.

In the Other assets item, the Group recognizes its office and IT equipment.

Recoverable value test of goodwill

Goodwill

Goodwill Edelyn Solar Kft.

Year ending on

Year ending on
12/31/2021
HUF thousand

12/31/2022
HUF thousand

735913 -

Total

The recoverable value of Edelyn Solar Kft. was based on the
calculation prepared for the construction of the power plant
park and, subsequently, the cash flow generation capability
of the energy production of the assets. As evidenced by the
planned cash flows of the project up to 2049, the investment
value is expected to be recovered based on the tests for the
time of acquisition and for the reporting date.

The recoverable value of CGUs is determined based on the
discounted cash flows. Pre-tax discount rates of 10.67-11.36%
were used to discount the cash flows of CGUs. The recove-
rable value exceeds the carrying amount for each CGU. From
the goodwill impairment test and the sensitivity analysis the
management concluded that no impairment needed to be
recognized for the CGUs.

Other intangible assets

735913 -

Present value of discounted cash flows

(HUF thousand) 2918 007
Cash flow production projected for first year 2024
WACC 10,67%
Growth rate 3,00%
Investment value (HUF thousand) 735 913

Year ending on

Year ending on

Carrying amount of other intangible assets 12/31/2022 12/31/2021
HUF thousand HUF thousand
Other legal instrument 695 397 411765
KAT instrument 660 838 1178 579
Internally developed control software 393 563 83 641
R&D intellectual property 307 270 354 426
Contractual asset (IFRS15) 181959 155 327
Purchased software 170 769 325 050
Trade license 7 300 7384
License, connection charge 579 648
Total 2417 675 2516 820

Operation contracts (IFRIC 12 concessions)

Year ending on

Year ending on

Carrying amount of operation contracts 12/31/2022 12/31/2021
HUF thousand HUF thousand
Tisza-WTP operation contract 51537 62583
Tiszaujvaros Heating Power Plant operation (IFRIC12) 60 579 66 086
FlUredi ut Heating Power Plant operation (IFRIC12) 813 744 923 547
Total 925 860 1052216
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Rights of use (IFRS 16 presentation, the Group as Lessee)

Year ending on

Year ending on

Carrying amount of rights of use 12/31/2022 12/31/2021
HUF thousand HUF thousand
Land lease Windeo Kft. (merged into EGE Kft. in 2022) - Q271
Land lease EGE Kft. 243 439 148 987
Land lease Pannon Szélerému Kft. 80 628 90 791
Ground rent Zuglo Power Plant 314 162 356 758
Lease of power plant asset Felsédobsza/Gibart 142 586 154 474
Land lease FE-Group Zrt. 166 706 -
Rental of machinery, equipment FE-Group Zrt. 37873 -
Office, assembly hall rental Alteo Nyrt. 786 011 775 035
Vehicle rental Alteo Nyrt. 245 175 231186
Total 2016 580 1766 502

+ There is no right of use where the Group would sublease the underlying asset.

+ Rights of use are written off in a straight-line manner over the term of the contract granting the right.

+ The Group does not keep any separate assets for leasing purposes. Rent income is presented in Section IV.1.

+ The 1,532.29 m2 of office space rented in the Globe 3 Office Building is recognized under rights of use in IFRS 16. The office
lease has a term of 5+5 years with a cost of HUF 808,720 thousand in the Company's books.

+ The assembly hall constructed for Maintenance in Polgar is recognized under rights of use in IFRS 16.

- IFRS 16 right-of-use assets identified in the course of the acquisition of FE-Group Invest Zrt.: rent of industrial area, lease agre-

ements for vehicles and machinery

+ Lease liability is presented in Sections IV.10 and 1V.23.

1V.9.5 CONSTRUCTION OF ASSETS IN THE CURRENT PERIOD

The Group performed the following priority power plant
investments:

Value (in HUF
Investments

thousand)

Overhaul and renovation of gas engines in

heating power plants 867709
Electric boiler Sopron 588 001
Overhaul and renovation of wind turbines 185 491
Gibart Hydropower Plant additional works 92148
Befektetesi ertek (eFt) 735913

1V.9.6 CAPITALIZATION OF BORROWING COSTS

In 2022, the Group did not take out any loans for which additi-
onal costs were capitalized.

ALTEO GROUP / INTEGRATED REPORT 2022

1V.9.7 ENVIRONMENTAL EFFECTS STATEMENT

The Group does not possess assets which are expected to
cause environmental damage that the Group would be requi-
red to neutralize.

1V.9.8 ASSETS AS BORROWING COLLATERALS

For power plants financed using borrowings, a lien is attached
to the assets and the capital contribution of the entity owning
the asset under the loan contract. For a full asset hedging
presentation, see Section IV.22.2.

1V.9.9 ASSETS, REPURCHASE AND REVERSE REPURCHASE
AGREEMENTS

The Group does not possess assets subject to repurchase
agreements.
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IV.10 LEASE ASSETS

IV.10.1 FINANCE LEASE (GROUP AS LESSOR)
The Group presents the contract of BC Therm Kft. (by
05/31/2021) and Tisza-WTP Kft. concluded with customers as

a finance lease.

Presentation of finance lease activities, considered terms and
results of evaluations performed on specific contracts:

+ no other, unidentified future conditions may be linked to
guaranteed residual values

+ there are no contingent fees
- the lessee has a call option on the assets

- the asset meets special customer needs and is not availab-
le to entities other than the buyer

- during the period of use, the contract is terminated with the
transfer of title in the asset, which happens by exercising
the option

Lease asset values

In 2020, among lease assets, the lease value of BC-Therm Kft.
was presented. Our outstanding lease receivable in connecti-

IV.11 LOANS GIVEN AND DEPOSITS

on with BC-Therm Kft. was settled in 2021. The Group sold its
100% business quota in the subsidiary in 2021.

With regard to Tisza WTP Kft., the Group is entitled to no lease
income; the value of the lease receivable is zero.

1V.10.2 OPERATING LEASES

The Group grant operating lease on certain property parts

of its sites in Gyér and Sopron; the agreements are for an
indefinite period. These items form part of the Group revenue.
The Group keeps no separate assets for leasing purposes; i.e.
it leases exclusively some of its own assets under such arran-
gement. See Section V1.

Expected lease revenues in 2023-2027:

Operating lease income Thousand HUF

2023

2024

2025

2026

2027

26 594
26 860
27129
27 400

27 674

Year ending on Year ending on
Long-term deposits or loans given 12/31/2022 12/31/2021

HUF thousand HUF thousand
Loans given 188 317 174 188
Clearing house deposit 958 966 215 283
Employee loan 22144 14 280
Recognized impairment of loans given (161 444) (161 444)
Recognized ECL for long-term loans (38 381) (16 656)
Total 969 602 225651

- None of the loans given is measured at fair value.

- Clearing house deposits are KELER deposits related to the power exchange presence of Sinergy Energiakereskedd Kft. and

Alteo Energiakereskedd Zrt.

- Employee loan see Section V.36 (related parties) interest: Central bank base rate + 5%, term: 5 years, capital repayment was

made

+ The items relating to the ECL impairment are presented in detail in Section V.19 Application of the expected loss model (ECL)

to financial assets.
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IV.12 LONG-TERM PARTICIPATION IN AFFILIATED COMPANIES

Year ending on Year ending on

12/31/2022
HUF thousand

12/31/2021
HUF thousand

Long-term participation in associate

Energigas Kft. share 100 100

Total 100 100

Long-term participation is represented by the 1% business quota in Energigas Kft. (HUF 100 thousand). The fair value of the asset
is identical to its initial recognition cost, so this value change was not recognized in connection with this investment.

IV.13 INVENTORIES

Year ending on Year ending on
Inventories 12/31/2022 12/31/2021

HUF thousand HUF thousand
Projects 857 486 540 288
Spare parts, operating materials 684 579 533 618
Inventories of waste management 282 761 -
Fuels 40 036 23634
Impairment loss of inventories (85 729) (20 761)
Total 1779133 1076 779

Inventory types:

- Project inventories: Inventories related to projects are the value of materials and services not received by the buyer on the
reporting date.

+ Spare parts, operating materials: These include the stock of spare parts relating to the maintenance of power plant equipment
and, inter alia, work clothing, empties and auxiliary materials.

- Inventories of waste management: goods not yet sold as the end product of waste processing
« Fuels: Inventories include the fuels (fuel oil) used by power plants.

- Impairment of inventories: difference of the inventory value and fair market value of waste management as identified during
acquisition.

- In 2022 no reversal was recorded for impairment recognized in prior periods.

- Valuation of inventories: inventories are evaluated by the Group on a case by case basis, with the average price method.

IV.14 TRADE RECEIVABLES

The trade receivables of the Group are the reporting date balances of the items of energy production and energy services, trade
and project development contracts recognized by the buyers but not yet financially settled.

Year ending on Year ending on

Trade receivables 12/31/2022 12/31/2021
HUF thousand HUF thousand
Gross value of trade receivables 25 229 457 4786 010
Impairment (666 920) (360 665)
Total 24562537 4425345
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Year ending on Year ending on

Trade impairment losses 12/31/2022 12/31/2021
HUF thousand HUF thousand
Opening balance 360 665 276 210
Impairment recognized 306 255 84 455
Closing balance 666 920 360 665

+ The impairment of receivables and write-offs are accounted for in other expenses.

- Buyers are qualified on a case by case basis.

- A significant part of trade receivables is unsecured because they are not covered by deposits, bank guarantees, etc.
- The trade receivables of the retail trade business line are secured

+ The Group has guarantees from buyers of construction projects. No guarantees had to be enforced during the presentation
periods.

+ The maximum credlit risk is equal to the carrying amount of trade receivables.

- The items relating to the ECL impairment applied to financial assets are presented in detail in Section IV.19.

The Group's largest buyers are:

MAVIR Zrt. 18,26%  MAVIR Zrt.

Lego Manufacturing Kft. 10,66%  Lego Manufacturing Kft.

Barcika Szolg Vagyonkezeld es Szolgaltato Kft. 8,32%  ALPIQ Energy SE

MET Austria Energy Trade GmbH 9.00%  Barcika Szolg Vagyonkezelé és Szolgaltaté Kift.
BKM Nonprofit Zrt. 6.45%  TVK-ErémuU Kft.

* Ratio of revenues realized in 2022 to total revenue

Presentation of trade receivables as per due dates (2022):

Not overdue:

Trade receivables

Year ending on

12/31/2022
HUF thousand

Year ending on

12/31/2021
HUF thousand

1to 30 days 12 450 099 3058 627
31to 60 days 12121 216 830 492
61 to 9o days 236 483 774 378
91to 180 days 90916 -
Past due trade receivables:

1to 30 days 235219 74 811
31to 60 days 35720 36 201
61 to 9o days 17 265 617
91to 180 days 106 985 752
180 to 365 days 2047 277
over 365 days 14 507 9 854
Total 25 229 457 4786 009
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IV.15 EMISSION ALLOWANCES

Year ending on Year ending on
Emission allowances 12/31/2022 12/31/2021

HUF thousand HUF thousand
Emission allowances CO2 quota 1366 340 2336 075
EEOS quota 155 000 59 450
Total 1521 340 2395525
12.31.2021 1366 340 2336 075
Quota taken over without charge 14 806 478 386
Purchased quota 16 000 513 586
Quota returned without charge (126 050) (1961 707)
12.31.2022 1271 096 1366 340
12.31.2021 2569 59 450
Purchased quota 4 550 95 550
12.31.2022 7 119 155 000

IV.16 OTHER FINANCIAL ASSETS

Year ending on

Year ending on

Other financial assets 12/31/2022 12/31/2021
HUF thousand HUF thousand
Derivative transactions 2598 056 5831243
Deposits and security deposits 4971658 1872525
Separate bank accounts 930 540 923 368
Total 8 500 254 8 627136

The receivable balance of derivative transactions includes the non-realized profit balance of hedging transactions (EUR/HUF FX
forward, interest rate swaps, gas forward) at the end of the year.

The aggregate values for derivative transactions and the valuation procedure for the transactions are set out in subsection IV.20.4.

Deposits and security deposits are financial assets pledged as collateral for gas forward transactions and electricity trading tran-
sactions with the Group's trading partners.

Separate bank accounts contain cash, the use of which is limited in time or is conditional. These are financial assets set aside for
debt servicing, on the one hand, and financial assets set aside in a bank account to cover future gas purchase transactions, on
the other. These assets are not treated as cash or cash equivalents in the financial statements. The financial assets in the separa-
te bank accounts involve variable interest credits.
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IV.127 OTHER RECEIVABLES AND ACCRUALS

Other receivables and accruals

Year ending on

12/31/2022
HUF thousand

Year ending on
12/31/2021
HUF thousand

Accrued revenues 6 258 939 6 463 569
Gas contracts-related advances 4 429 303 -
Other receivables 557 648 2489 744
Accrued expenses 562 183 196 021
Advances paid (related to projects) 246 601 52 271
Projects - Receivables due from customers 29 041 -
Receivables from employees 1481 4 592
ECL impairment (27 975) (50 479)
Total 12 057 221 9155718

- Advances relating to gas contracts include the advances paid or payable under the gas supply agreement between the Group
and MET Magyarorszag Zrt.

- Advances given are related to the construction-installation projects in progress.

+ The amount due from the clients of the projects is presented in detail in Section IV.31 Accounting for project development cont-

racts under IFRS15.

- Other receivables include certain tax assets and VAT reclaims at the end of the period.

Other receivables are not past due, or are not considered doubtful by the management. The items relating to the ECL impairment
applied to financial assets are presented in detail in Section IV.19 Application of the expected loss model (ECL) to financial assets.

IV.18 CASH AND CASH EQUIVALENTS

Year ending on

Year ending on

Financial assets 12/31/2022 12/31/2021
HUF thousand HUF thousand
Bank accounts - HUF 12 027 652 1534732
Bank accounts - foreign currency 4 437 015 2144 521
Cash in hand 661 _
Total 16 465 328 3679253

Cash only includes the balances of items which can be converted to cash and used three months from acquiring. In 2022 the
Group exploited the high interest rate conditions, and tied up its free cash as short-term deposits. The fixed deposits earned

market interest rates.

IV.19 APPLICATION OF THE EXPECTED LOSS MODEL (ECL) TO FINANCIAL ASSETS

The management of the Group has performed the risk analysis of its financial assets (ECL modeling). Risks of financial assets are
presented in Section lll.4. Taking into account the risks presented, financial assets are classified into the following categories:

Category Application offet

Performing

Doubtful

Non-performing

158 /

The partner is trustworthy and non-payments did not occur in
the past. All related items are considered performing.

Delay exceeding 60 and 365 days by an external partner but no
direct evidence of risk of non-payment.

Item past due for 365+ days in the case of an external partner.

Recognition of 12-month expected credit loss.

Recognition of full lifetime expected credit loss.

Recognition of full lifetime expected credit loss.

ALTEO GROUP / INTEGRATED REPORT 2022



Impairment recognized for the financial assets of the Group by classification category (and not by the statement of financial posi-
tion) are presented in the ECL amount column:

Application of the expected

External credit Internal credit

loss model ECL% Gross value ECL amount Net amount

to financial assets

rating rating

Customers - with large

corporate background N/A Performing 3,38% 1968 550 (66 616) 1901934

Customers - public sector N/A Performing 1,60% 18 243 955 (291 903) 17 952 052

Customers - retail energy trade N/A Performing 3,54% 1282280 (45 341) 1236 939

Customers - energy production N/A Performing 0,84% 1890 354 (15 879) 1874 475

Customer - scheduling service N/A Performing 1,70% 1335904 (22 764) 1313140

Customer - other N/A Performing 1,68% 170 521 (2 865) 167 656

Long-term loan Third party N/A Performing 1,68% 22 414 (266) 22148

Customer - waste management N/A Performing 3,38% 130 816 (4 426) 126 390

Deposits, security deposits ) o

given N/A Performing 1,20% 5002 481 (68 285) 5024 196

Advances given N/A Performing 1,20% 230 837 (2 770) 228 067

Other receivables N/A Performing 1,20% 01931 (1103) Q0 828

Customer - employees N/A Performing 1,47% 273 (4) 269

Affiliate receivables Wallis N/A Performing 3.38% 246 834 (8193) 238 641

Customer - Condominium N/A non- 100,00% 823 (823) -
performing

. non- 5
Long-term loan Third party N/A performing 100,00% 188 317 (188 317) -
Customer - Energigas N/A non- 100,00% 18 (18 ) -
g g performing ' ° 9 354 9 354
Customer - re;allehergy trade, N/A non- 100.00% 19 411 (19 417) B
legal proceedings in process performing
. non-

Other receivables N/A . 100,00% 25200 (25 200) -

performing

In current year's valuation, the management of the Group uses the data available in public databases to determine ECL rates. In
the opinion of the Group's management, the overall credit risk in the market of the partners and segments showed a 0 to 0.03%
improvement in the recent period.

IV.20 EQUITY

1V.20.1 ISSUED CAPITAL AND OWN SHARES

Year ending on Year ending on
Issued capital 12/31/2022 12/31/2021

HUF thousand HUF thousand
opening 242 235 232972
Implementation of employee share award through shares 16 48
Purchase of own shares - (3118)
Capital increase through private placement 6 815 -
Employee Share Ownership Program implementation - 7 221
Own shares transferred to ESOP - 5112
closing 249 066 242235
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Issued capital includes the face value of the shares issued (in circulation). As of the reporting date, all issued shares are from one
series (series A).

The face value is HUF 125 per share.

Number of treasury shares in 2022;

Date Event Number of shares
12.31.2020 Closing balance 748 546
1.29.2021 Transfer of employee share ownership program (3837)
4.13.2021 Excercise of ESOP option (577 644)
4132021 Purchase of own shares 249 422
12.21.2021 Share transfer to ESOP (409 000)
12.31.2021 Closing balance 7 487
2.4.2022 Transfer of employee share ownership program (1267)
12.31.2021 Closing balance 6 220
Shares traded:

+ In 2022 Alteo Nyrt. implemented an increase of capital through private placement. 545,200 shares were created in the course
of the capital increase.

- On December 31, 2022, the Group held 6,220 own shares.
- The Company reports its registered capital less the value of the redeemed own shares in the Issued capital line.

- There are no other agreements between owners or with other parties which would require the Company to issue new ordinary
shares or repurchase existing ones.

IV.20.2 SHARE PREMIUM RESERVES

Year ending on Year ending on
Share premium reserves 12/31/2022 12/31/2021

HUF thousand HUF thousand
opening 5375 369 4962084
Implementation of employee share award through shares 2645 4252
Purchase of own shares - (290 601)
Capital increase through private placement 1129 927 -
Employee Share Ownership Program implementation - 267 160
Employee Share Ownership Program option value - 62 819
Own shares transferred to ESOP - (5 112)

Capital movements related to the Employee Share Ownership Program

(ESOP)

Cash transferred to ESOP I. - (100 000)
Non-controlled ESOP participation - 575 020
Receivable from ESOP 2063 6 618
Dividend paid to ESOP 63 145 -
Transfer between capital element - (106 871)
closing 6573148 5375369
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The following items are recognized among transactions with owners in the current year:
- the above-par part of the 1,267 shares transferred to the employee reward program
+ the above-par part of the 545,200 shares created through private placement.

+ the part of the cash transferred to the ESOP Organization used for operation.

1IV.20.3 SHARE-BASED PAYMENTS RESERVE, SHARE-BASED BENEFITS

Year ending on Year ending on
Share-based payments reserve 12/31/2022 12/31/2021

HUF thousand HUF thousand
opening (206 875) 62 819
Cash transferred to ESOP |. (300 000) -
Cash transferred to ESOP Il (1136 742) -
Non-controlled ESOP participation - (575 020)
Dividend paid to ESOP - (62 819)
Recognition of share benefits against profit or loss 184 073 261274
Transfer between capital element - 106 871
closing (1459 544) (206 875)

The ESOPs are described in detail in Section V.35 Presentation of share-based and equity settled benefit schemes.

IV.20.4 HEDGE RESERVE

The fair value of future transactions existing on the reporting date is presented by the Group based on hedging combinations
and achieved hedging objectives in other comprehensive income and equity.

Year ending on Year ending on
Hedge reserve 12/31/2022 12/31/2021
HUF thousand HUF thousand
opening 5306 431 399 801
Hedge reserve (3237 186) 4 906 630
closing 2069 245 5306 431

The hedge reserve has the following movement in its balance:

Year ending on Year ending on
12/31/2022 12/31/2021
HUF thousand HUF thousand
Opening 5306 431 399801
Remeasurement in other comprehensive income 1892 853 5605 251

Transactions turned ineffective - -

Reclassification to the statement on profit or loss (5130 039) (698 621)
Total 2069 245 5306431
of which, derivative position recognized against OCI 2273 896 5831243
of which, deferred tax recognized against OCI (204 651) (524 812)
Reclassification to income tax (507 367) (69 094)
Reclassification to financial expenses 457 241 (24 686)

Reclassification to other expenses - -

Reclassification to material expenses 5180 165 792 401

Reclassification to the statement on profit or loss 5130 039 698 621
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+ The amounts recognized in Other comprehensive income reflect the fair value of open transactions on the reporting date.
- The profitability of the transactions closed during the current period has been maintained.

- Profitable transactions recorded at opening value and closed during the current period have been reclassified to compre-
hensive income.

The effect of Other comprehensive income on the equity in 2022:

Year ending on 12/31/2022 Year ending on 12/31/2021
HUF thousand HUF thousand

Other comprehensive income (after income tax)

Remeasurement in other comprehensive income 1892 853 5605 251
Transactions turned ineffective - -

Reclassification to the statement on profit or loss (5130 039) (698 621)

Of which the owner of the Parent Company is entitled to: (3237 186) 4 906 630

From which the non-controlling interest is entitled to: - -

The Group evaluated its existing hedging positions; the balances of the various types as of reporting date are shown in the table
below:

—— Foreign Foreign Effect of Total with
Exposure BUBOR exchange rate § exchange rate Total deferred taxes deferred tax
- EUR/HUF - price of gas effect

Nature of the risks being Increase in the EUR/HUF rate  Rate of gas
hedged BUBOR rate increase increase

- . Transactions to Purchasing
aDCet?;;lonn of the hedging fix the interest Fitrzfrweases products in

Y rates P the future
Description of the financial Interest .
. . Forward Asian swap
instruments designated as rate swap !

. L deals deals, options
hedging instruments derivative
OClon12/31/2021 514 592 136 486 5180 165 5831243 (524 812)
De-recognition against net
profit or loss (320 755) (136 486) (5180 165) (5 637 406) 507 367 (5130 039)
De-recognition due to
revaluation (193 837) - - (193 837) 17 445 (276 392)
Revaluation of CF hedge
positions 1806 911 (312 172) 779 157 2273 896 (204 651) 2069 245
OClas at12/31/2022 1806 911 (312 172) 779 157 2273896 (204 651)

Value recognized against

profit/loss in 2022: (3237 186)

1IV.20.5 RETAINED EARNINGS

Year ending on Year ending on
Retained earnings 12/31/2022 12/31/2021

HUF thousand HUF thousand
opening 8282127 2882216
Dividend payment (approval) (1996 146) (455 275)
Receivable from ESOP (2 874) -
Aggregate amount of rounding difference (2) 2
Comprehensive income 12 887 893 5855184
closing 19170 998 8282127

The retained earnings show the part of the profit from the profit of the Group after taxes attributable to the ownership share of
ALTEO Nyrt.
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1V.20.6 NON-CONTROLLING INTEREST

12/31/2022 12/31/2021
Profit or loss attributable to non-controlling interests HUF thousand HUF thousand

12 months 12 months
Profit or loss of ECO First Kft. in the current period (11 845) 6 797
Alteo Nyrt. Participation % 66,67% 66,67%
Attributable to ALTEO Nyrt. Participation (7 897) 4531
Attributable to non-controlling interests (3948) 2266
Current period profit/loss of FE-Group Zrt. (163 268) N/A
Alteo Nyrt. Participation % 75.10% N/A
Attributable to ALTEO Nyrt. Participation (122 614) N/A
Attributable to non-controlling interests (40 654) N/A
Of which the owners of the Parent Company are entitled to: (130 511) 4531
Of which the minority interest is entitled to: (44 602) 2266

Year ending on Year ending on
Non-controlling interest 12/31/2022 12/31/2021

HUF thousand HUF thousand
opening 10 031 7765
Profit or los§ of Eco First Kft. in the current period attributable to non- (3948) 2266
controlling interests
Profit or loss of FE-Group Zrt. in the current period attributable to non-

U (40 654) -

controlling interests
Fe-Group Zrt. acquisition
Equity of non-controlling interest 119 520 -
closing 84 949 10 031

In 2022 the Group purchased 75.1% of Fe-Group Invest Zrt. The Group considers its non-controlling interests to be immaterial.
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IV.21 DEBTS ON THE ISSUE OF BONDS

For the purpose of uniform presentation, the detailed terms of the bonds are listed in the notes entitled Terms of borrowings in
Section IV.36. Nominal liabilities also include interest accrued on bonds, as well as principal.

Issue value
HUF
thousand

Debts on the issue of Interest

bonds terms

Interest

ALTEO Nyrt. NKP1 2029 payment per 8818 285
annum

ALTEO Nyrt. "2022/1" end of 1505 90

bond maturity 505905

ALTEO Nyrt. "2022/1" end of

bond maturity 498526
Interest

Alteo Nyrt. NKP1 2031 payment per 3912 499
annum

Face value

8 600 000

1693 630

650 000

3800 000

Currency

Nominal
liabilities
12/31/2021

Nominal
liabilities

L7 12/31/2022

(HUF (HUF

date

thousand) thousand)

HUF 10.28.2029 8 600 000 8 600 000
HUF 6.7.2022 - 1663 087
HUF 1.10.2022 - 649 051
HUF 10.8.2031 3800 000 3800 000

ALTEO Nyrt. NKP1 2029 (270 900) (270 900)
ALTEO Nyrt. "2022/1I"
bond (1505 Q05) -
ALTEO Nyrt. "2022/1"
bond (498 526) -
Alteo Nyrt. NKP1 2031 (93 100) (93 100)

(270 900)

(93 100)

(270 900) (270 900) (270 900) (9 141 800)

(93 100) (93 100) (93 100) (4 172 400)

Year ending on

Year ending on

12/31/2022 12/31/2021
HUF thousand HUF thousand

opening principal and interest 14 970 412 14 889 000
ALTEO Nyrt. NKP1 2029 8762 151 8776 449
ALTEO Nyrt. "2022/1I" bond 1663 087 1594 617
ALTEO Nyrt. “2022/1" bond 649 051 615 361
Alteo Nyrt. NKP1 2031 3896 123 3902573
Interest recognized in the current period 368101 439 476
ALTEO Nyrt. NKP1 2029 252 324 252 844
ALTEO Nyrt. "2022/11" bond 30 543 68 470
ALTEO Nyrt. “2022/1" bond 949 33 690
Alteo Nyrt. NKP1 2031 84 285 84 472
Principal and interest payments in the current period (2 707 630) (364 000)
ALTEO Nyrt. NKP1 2029 (270 900) (270 900)
ALTEO Nyrt. "2022/11" bond (1693 630) -
ALTEO Nyrt. “2022/1" bond (650 000) -
Alteo Nyrt. NKP1 2031 (93 100) (93 100)
Closing principal and interest 12 630 883 14 964 476
Recognized interest rate change of short-term liabilities (27 301) (5 936)
Debts on the issue of bonds 12 658 274 12 658 274
Short-term bond payables - 2312138

12 658 274 14 970 412
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ALTEO NKP/2029 On October 24, 2019, the parent com-

pany within the Group issued bonds designated as "ALTEO
NKP/2029" with a total face value of HUF 8.6 billion. The
average issue value of the bonds was 102.5382% of the face
value. The bonds have a fixed rate coupon of 3.15% and the
maturity is 10 years. The bonds were admitted to listing on the
regulated market on January 24, 2020.

ALTEO 2022/1 On January 10, 2017 the parent company within
the Group issued dematerialized zero coupon bonds with a
maturity of 5 years by private placement under the designa-
tion "ALTEO 2022/1". The total face value of the issue is HUF
650,000,000, the issue value is 76.6963% of the face value.
The total nominal value of the bond was repaid on January 10,
2022.

IV.22 BORROWINGS

1V.22.1 LONG-TERM LOANS AND THEIR COLLATERALS

The terms of the borrowings and loans are presented in the table

Loans and borrowings used to finance the Group:

Amounts
paid

Frequency
of
repayments

Credits (in HUF) IFITEREE

(HUF
thousand)

party

Principal and interest

ALTEO 2022711 On June 7, 2019 the parent company within
the Group issued dematerialized zero coupon bonds with a
maturity of 3 years by private placement under the designa-
tion "ALTEO 2022/1I". The total face value of the issue is HUF
1,603,630,000, the issue value is 88.9158% of the face value.
The bonds were admitted to listing on the regulated market
on November 22, 2019. The total nominal value of the bond
was repaid on June 7, 2022.

ALTEO NKP1/2031A On October 8, 2020, the parent com-
pany within the Group issued bonds designated as "ALTEO
NKP1/2031" with a total face value of HUF 3.8 billion. The
average issue value of the bonds was 102.9605% of the face
value. The bonds have a fixed rate coupon of 2.45% and the
maturity is 11 years.

in Note IV.36.

Liability
disclosed
in the
statement
of financial
position
(HUF
thousand)
12/31/2022

[RET1114Y
disclosed
in the
statement
of financial
position
(HUF
thousand)
12/31/2021

Liabilities to

banks Capitalized

Maturity (HUF

thousand)
12/31/2022

lending
cost 2022

date

liabilities

Monsolar Kft. MKB six-monthly 656 575 3312034 560 606 (4 282) 556 323 591 564
Monsolar Kft.

(legal predecessor: MKB six-monthly 656 575 3.31.2034 579 714 (4 294) 575 420 591535
IT-Solar Kft.)

Domaszék Kft. oTP quarterly 601 000 6.30.2034 500 800 (9 404) 491 396 522 952
Sunteo Kft.

(legal predecessor: K&H quarterly 2147 328 6.30.2035 1868 863 (11 097) 1857 766 19045 881
Péberény Kft)

Sunteo Kft.

(legal predecessor: K&H quarterly 1449 748 0.30.2035 1270 957 - 1270 957 1328 341
FSZ Energia Kft))

Sunteo Kft.

(legal predecessor: K&H quarterly 1459 872 9.30.2035 1280 067 - 1280 067 1337777
True Energy Kft)

Sinergy Kft. K&H quarterly 744 000 6.30.2034 669 005 (11751 657 254 684 826
Fe-Group Zrt. RFF quarterly 500 000 6.30.2030 467 000 - 467 000 N/A
Fe-Group Zrt. CIB at maturity 600 000 11.30.2023 600 000 - 600 000 N/A
Liabilities to banks

in the statement of 7797 012 (40 828) 7 756 183 7 002 876
financial position

Principal and interest

liabilities

ALTEO Nyrt. parent Wallis atmaturity 6000000 4232023 6000 000 - 6000000 N/A
company loan

Fe-Group Zrt. Blue Planet )

member's loan Foundation at maturity 99 600 5.31.2024 99 600 - 99 600 N/A
Liabilities to other

enterprises in

the statement of 6 099 600 B 6 099 600

financial position

Long-term loans and

borrowings 6 670 051 6 583 098
Short-term loans and 7185732 419778

borrowings
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- Borrowings are measured at amortized cost. The fair value of the items above does not materially differ from their amortized
cost.

- Aborrowing is classified as hon-current in the financial statements only if at the end of the year the Group had a unilateral right
not to repay the amount before the next reporting date. The instalments for the next year are included in current liabilities.

+ Repayments due in 2023 were reclassified to short-term borrowings and loans in the amount of HUF 1,185,732 thousand.

+ In the current year ALTEO Nyrt. received a short term parent company credit of HUF 6,000,000 thousand from Wallis Asset
Management Zrt., repayable on April 23, 2023. The interest rate of the credit is BUBOR +1.9%.

+ FE-Group Invest Zrt. received a HUF 99,600 thousand shareholder loan from Kék Bolygo Alapitvany, a minority shareholder
with a 24.9% share, recognized among long-term loans. The credit has an interest rate of 17.91% fixed for the whole term.

The Group has provided the following collaterals to meet its credit obligations:

DeSignation of the coflaterat

ALTEO Energiakereskedd Zrt. a lien on claim, surety and lien on bank accounts

mortgage on a business share, mortgage on real property, as well as prohibition of alienation
Monsolar Kft. and encumbrance, mortgage on movable property, mortgage on receivables, surety and
mortgage on bank accounts

purchase option and mortgage on a business share, purchase option and mortgage on real
Sunteo Kft. property, as well as prohibition of alienation and encumbrance, purchase option and mortgage
on movable property, lien on receivables, surety and lien on bank accounts

mortgage on a business share, mortgage on real property, mortgage on movable property,

Domaszek 2MW Kft lien on receivables, surety and lien on bank accounts
Si mortgage on a business share, mortgage on movable property, lien on receivables, surety and
inergy Kft. .
lien on bank accounts
FE-Group Zrt. mortgage on movable property, surety and lien on bank accounts

1V.22.2 BORROWING CASH FLOW

Sorrowing cash flow u “ m

Monsolar Kft. (36 449) (37 909) (39 369) (42 487) (44 677) (47 065) (272 278)
Monsolar Kft.

(legal predecessor: IT-Solar Kft) (36 445) (38 435) (40 359) (42 482) (44 671) (47 060) (274 242)
Domaszék Kft. (33 000) (35 500) (37 500) (39 500) (41 500) (44 000) (254 500)
Sunteo Kft.

(legal predecessor: Péberény Kit) (119 600) (126 331) (129 359) (134 767) (140 391) (146 232) (827 422)
Sunteo Kft.

(legal predecessor: FSZ Energia Kft) (76 828) (81203) (85 680) (89 884) (93 654) (97 568) (550 759)
Sunteo Kft.

(legal predecessor: True Energy Kft) (77 264) (81 745) (86 278) (90 512) (94 308) (98 249) (554 606)
Sinergy Kft. (39 134) (41 366) (44 045) (46 574) (49 402) (52 378) (312 480)
Fe-Group Zrt. (33 000) (44 000) (44 000) (44 000) (44 000) (44 000) (247 000)
Fe-Group Zrt.

Alteo Nyrt. (6 000 000) (99 600)

The ALTEO Group has variable rate borrowings where the rate of interest is based on the BUBOR, with premiums between 1%
and 2.3%.

The member's loan extended to Fe-Group Zrt. has a fixed interest rate of 17.91%.
All borrowings are recognized in the statement of financial position at amortized cost.

In order to optimize the interest burden on the loans, the Group has entered into interest rate swaps with the following terms.
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Financing Main Interests Effective Maturity
Amount : Trade day
party currency received date date

IRS transactions

Sunteo Kft.

(legal predecessor: True Energy Kt) K&H HUF 1301870 335 3.35% 11.6.2018 12.31.2019 12.31.2027
Sunteo Kft. o
(legal predecessor: True Energy Kft) K&H HUF 144 652 259 2,40% 17.2019 12.31.2019 12.31.2027
Sunteo Kft. o
(legal predecessor: FSZ Energia Kft) K&H HUF 1294 526 451 3.35% 11.6.2018 12.31.2019 12.31.2027
Sunteo Kft. o
(legal predecessor: FSZ Energia Kft) K&H HUF 143 836 272 2,40% 17.2019 12.31.2019 12.31.2027
Sunteo Kft. o
(legal predecessor: Péberény Kft) K&H HUF 1932 260 400 3,10% 9.27.2018 9.30.2019 6.30.2027
Sunteo Kft. .
(legal predecessor: Péberény Kft) K&H HUF 214 695 600 2,30% 17.2019 9.30.2019 6.30.2027
Domaszék 2MW Erém Kft. oTP HUF 594 400 000 2,25% 6.30.2016 12.31.2028 12.20.2028
Monsolar Kft. MKB HUF 658 935 108 3.05% 8.23.2018 6.28.2019 6.30.2028
Monsolar Kft. o
(legal predecessor IT Solar Kft) MKB HUF 658 935 108 3.05% 8.23.2018 6.28.2019 6.30.2028
Sinergy Kft. K&H HUF 744 000 000 1,50% 12.16.2020 12.18.2020 12.31.2030

The interest rate sensitivity assessment of loans not hedged by interest rate swaps is included in Section Il1.4.3 Interest rate risk
and its management.

The following overdraft facilities are available to Group members:

Overdraft facility 12/31/2022 Amount HUF thousand Utilization rate, HUF thousand

Alteo Energiakeresked6 Zrt. 2 000 000
Alteo Energiaszolgaltato Nyrt. ERSTE (Cash Pool) 1000 000 -
Alteo Energiaszolgaltatd Nyrt. ERSTE (Bridge Loan) 5000 000 -

Pursuant to an agreement with Erste Bank Zrt., the revolving working capital loan facility (Bridge Loan) is available to the Group
up to April 15, 2023, i.e. the end of the heating season.

IV.23 LEASE LIABILITIES

The Group recognizes its obligations arising from contracts on long-term leases of land, area and assets under leases.

Year ending on Year ending on
Finance lease liabilities 12/31/2022 12/31/2021

HUF thousand HUF thousand
Long-term liabilities relating to rights of use (over 5 years) 803134 036 263
Long-term liabilities relating to rights of use (1-5 years) 055 463 751 441
1848 597 1687 704
Instalments due within a year 391 600 237 744
Total 2240197 1925448
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The following table represents the leasing conditions:

Exposure
December
31,2022
(HUF
thousand)

Exposure
12/31/2021
(HUF
thousand)

Leases Leasing partner Currency Interest Maturity date

lease of power

Sinergy Kft. EMASZ plant asset 234 511 246 726 HUF 5.30% 12.31.2035

Alteo Nyrt. Lease Plan vehicles 256 104 248 251 HUF BUBSSO; individual

Alteo Nyrt. HSP 612 Kft. ?ef:;:e space 705 753 775 035 HUF 3.73% 6.30.2031
Pallér Csarnok assembly hall o

Alteo Nyrt. Kt rental 101 961 - HUF 3.73% 2.28.2029

Alteo Therm Kft.
(legal predecessor: Fétav land lease 332 989 372323 HUF 3.39% 5312030
Zuglo Therm Kft)

Euro Green Energy Kft. Multiple partners land lease 288 426 190 527 EUR 3.39% 3.31.2035
FE-Group Zrt. Multiple partners gf‘g‘l'”ery 68 933 - EUR  215% -6.49% individual
FE-Group Zrt. Metalloglobus Zrt.  land lease 167 667 - HUF 3.73% 0.30.2024
Pannon Szélerému Kft. Multiple partners land lease 83853 92 586 HUF 3,39% 7.31.2035
Total 2240197 1925 448

of which:

Amounts due within a

year 391 600 237 744
Amounts due between 2

and 5 years 955 463 329 972
Amounts due in more 893134 609 606

than 5 years

" With Windeo Kft's lease assets

None of the lease arrangements include contingent lease payments. The ownership of leased cars, land, property and power
plants is not transferred to the Group upon maturity of the lease and there is no related call option in place either. None of the
lease contracts contain an automatic extension option.

The Group uses the benefits of presentation options as per IFRS 16. Accordingly, it recognizes the following items as lease
payments: car leases maturing within one year and the lease of certain IT equipment of small value. The lease of these assets is

recognized directly in the statement of financial position of the period in question among the material expenses.

Movements in rights of use in the current year are included in Note IV.Q.
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IV.24 PROVISIONS

The provision recognized for the existing onerous contracts of the Group (non-terminable, causes losses) and for elements of
similar nature is recognized among provisions with a significant value.

Year ending on Year ending on
Provisions 12/31/2022 12/31/2021

HUF thousand HUF thousand

opening balance 944 136 850 493
of which:

Onerous contracts 231822 192 031
Regarding asset decommissioning 712 314 658 462
Provisions released (75 291) (37 000)
Provisions recognized 341 250 130 643
Recognition of provisions during acquisition 37 670 -
closing balance 1247 765 944 136
of which: 1247 765 944 136
Onerous contracts 156 531 231822
Regarding asset decommissioning 941 417 712 314
EEOS quota 110 947 -
For future costs 38 870 -

Presentation of provisions for the current period by type and term:

Provisions recognized and released In 2022 Expected use of Within 1 AR RS more than
provisions year y 5years

ARO interest (IFRS) 229103

Onerous contracts - 156 531 -
Provisions for EEOS costs 110 947

Regarding asset

2 - - 141

Future costs 1200 decommissioning o4t 4t/
Total 341250 EEOS quota - 110 947 -
Provisions released for onerous contracts (75 291) For future costs - 38870 -
Total (75 291)

The creation and release of provisions is affected by the characteristics listed in Section 11.3.32 Operating risks.

IV.25 DEFERRED INCOME
Year ending on Year ending on
Deferred income 12/31/2022 12/31/2021
HUF thousand HUF thousand
Deferred income related to subsidized assets 805 775 503 865
Total 805 775 593 865

The not yet recognized part of grants received was stated as deferred income, the main terms and conditions of which are as
follows:
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RDI 1

Purpose of the grant Systemic integration and innovative application model of an electricity storage architecture

The grant is tied to the performance and presentation of technical R&D work. In addition, a number of indicators
need to be met also during the maintenance period:

Conditions of the grant
The creation of one newly developed product, technology, service or prototype
The preparation of one know-how

Business exploitability: the revenues from the outcome of the RDI project reach 30% (HUF 300 million) of the grant
amount in two consecutive years combined during the maintenance period

Export revenues: the average of export revenues in two consecutive years during the maintenance period is HUF
109 million

One appearance at a domestic and an international forum (RENEXPO and the international energy trade fair,
ENERGOexpo, were indicated in the grant application, however, this may be modified)

2 publications

Grant period 5 years starting from July 2019
RDI 2
Purpose of the grant Integration into the electricity system of storage facilities with battery cells of various parameters

. The grant is tied to the performance and presentation of technical R&D work. In addition, a number of indicators

Conditions of the grant ; ) o
need to be met also during the maintenance period:

1 subsidized undertaking for the manufacture of the new product

In the 2 financial years following implementation, the amount of R&D expenditures amounts to 30% of grants as
evidenced in the corporate tax returns

Grant period End of 2027
RDI 3
Purpose of the grant Development of real-time autonomous energy information and production management system

The grant is tied to the performance and presentation of technical R&D work. In addition, a number of indicators
need to be met also during the maintenance period:

Conditions of the grant
1 new product developed
involvement of 3 enterprises in development
publication of the project achievements on domestic forums on 3 occasions
3 publications
1 publication resulting from private-public cooperation
3 undertakings making use of the project achievements
9 researchers/developers and 2 other employed project participants

1 additional agreement with universities or research institutes

Grant period End of 2027

Tender for industrial development in 2019

Encouraging the design, development and efficiency improvement of domestic complex waste management
systems that promote circular economy and the use of secondary raw materials

Purpose of the grant
Conditions of the grant Complex development of waste treatment and recovery technologies taking the circular economy into account

purchase of 1 shredder and mechanical separator

purchase of 3 material handling equipment units

purchase of 1 technological line for cable processing

purchase of 1 line for processing flat image display equipment

purchase of 1 line of wire processing machines

purchase of 1 pipe extruder

purchase of 1 silo feeder and 1 color separator

Integration of separation technologies in electronic waste processing lines

Implementation due

date 06/30/2023

Maintenance period 3years
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Tender for industrial development in 2021

Encouraging the design, development and efficiency improvement of domestic complex waste management

Purpose of the grant systems that promote circular economy and the use of secondary raw materials

Development of the technology for the pre-treatment of waste from products subject to product charges, realization
Conditions of the grant of the production of products from the surplus secondary raw materials produced, taking into account the aspects

of the circular economy

purchase of 1 baler

purchase of compactor container systems

purchase of 1 production line for the manufacture of wire conduit products

Implementation due

date 12/31/2023

Maintenance period 5years

2022. évi Iparfejlesztési palyazat

On ad hoc industrial development grants for waste management related to waste from products subject to product

Purpose of the grant charges

Development of the technology for the pre-treatment of waste from products subject to product charges, realization
Conditions of the grant of the production of products from the surplus secondary raw materials produced, taking into account the aspects

of the circular economy

purchase of 1 aluminum packaging waste baling line

purchase of 1 dismantling line for electric motor from electronic waste

Implementation due

date 06/30/2023

Maintenance period 5years

IV.26 OTHER LONG-TERM LIABILITIES

Year ending on Year ending on
Other long-term liabilities 12/31/2022 12/31/2021

HUF thousand HUF thousand
Conditional purchase price liabilities 267 448 294 408
Contractual support obligation 310 064 225165
Interest payment obligation during the loan moratorium 13738
ESOP Program 646 766 -
Total 1238 016 536 090

+ Conditional purchase price means the liability recognized with regard to the participation of Zuglo-Therm Kift.

+ Contractual grants and subsidies include liabilities arising from long-term grant agreements with entities other than the
Group's partners.

- Interest payment obligation due to a loan moratorium includes the interest accumulated during the moratorium at Monsolar Kft.

- liabilities relating to the ESOP program see Section V.35 Presentation of share-based and equity settled benefit schemes

IV.27 ADVANCES RECEIVED
Year ending on Year ending on
Advances received 12/31/2022 12/31/2021
HUF thousand HUF thousand
Advances received 1499 254 8989
Total 1499 254 8 989

Advances received include the cash received from the partners of the Group before the settlement period relating to the Group's
electricity trading activities. In accordance with its contractual practice, the Group stipulates the payment of an advance in the
general contracts, which is presented in the line of advances received.
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IV.28 TRADE PAYABLES

This line in the statement of financial position contains liabilities arising from the purchase of goods and services. Trade payables
are unsecured, which means that the Group does not provide guarantees, with the exception of those routinely provided in the

normal course of business.

Trade payables

Past due trade payables

Year ending on

12/31/2022
HUF thousand

Year ending on

12/31/2021
HUF thousand

past due for 1-30 days 165 630 144 309
past due for 31-60 days 20 364 1958
past due for 61-90 days 8987 1453
past due for 91-120 days 6432 -
past due for 121-365 days 6 820 766
past due for more than 365 days 9250 7 220
Trade payables not yet due

due within 30 days 10 942 436 4289 949
due in 31-60 days 89478 5499
due in 61-90 days - 12 018
due in 91-120 days - 14 064
due in 121-365 days 11 084 56 652
due in more than 365 days 22136 12 610
Total 11 282 617 4 546 498

The largest suppliers of the Group are:

Major suppliers

MET Magyarorszag Kft.

MVM Next Energiakereskedd Zrt.

European Commodity Clearing Luxembourg (ECC)

MET Austria Energy Trading GmbH

PPD Hungaria Energiakereskedd Kft.

MVM Partner Zrt.

IV.29 OTHER FINANCIAL LIABILITIES

Liabilities arising from derivative transactions

Other financial liabilities

Year ending on

12/31/2022
HUF thousand

42 115 863
16 781 098
9756 605
4719 304
4146 691

3481746

Year ending on

12/31/2022
HUF thousand

324 160

Year ending on
12/31/2021
HUF thousand

10 123 696
4290 082

2218 859

3270 216

8201716

Year ending on

12/31/2021
HUF thousand

Total

324 160

Year-end market value of derivatives due to hedge transactions, the contents of which are explained in Notes V.40 and Ill.4
Financial risks and their management.
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IV.30 OTHER SHORT-TERM LIABILITIES AND ACCRUALS

Year ending on

Year ending on

Other short-term liabilities and accruals 12/31/2022 12/31/2021
HUF thousand HUF thousand
Cost accruals 15 862 488 8 408 276
Income accruals 153 643 112 173
Projects - amounts due to customer 61 866 70 000
Other tax liabilities 5283174 426 039
Income settlement 234 967 146 051
Other short-term liabilities 3289481 165 657
Total 24 885 619 9328196

Other short-term liabilities include non-interest-bearing items.

IV.31 ACCOUNTING FOR PROJECT DEVELOPMENT CONTRACTS UNDER IFRS15

Recognized

current year
12.31.2022 12.31.2021 y

sales revenue
total

MPK life extension project (58 810) (70 000) 11190
Borsodchem steam pipeline design (1740) - 1740
Praktiker Budadrs PV construction (1316) - 92180
Nestle electric boiler installation (plan) 12 699 - 12 699
Praktiker store PV construction 2532 - 2532
Borsodnadasd PV construction plan 13 810 - 13 810
Projects - Receivables due from customers 29 041

Projects - amounts due to customer (61 866)

Sales revenue
adjustment
against
statement
of financial
position

11190
(7 460)
(1.316)
(12 699)
(2532)

(13 810)

Invoiced sales

revenue

9200

93 496

+ The Group recognized contractual assets and liabilities opened in the previous year against the revenues of the current year.

+ The amounts due from the customer are included in the line Other receivables and accruals (presented in Section 1V.17), while
the amounts due to the customer are included in the balance sheet line Other short-term liabilities and accruals (presented in

Section IV.30).
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IV.32 PRESENTATIONS ON ACQUISITIONS OF COMPANIES

Name FE-Group Zrt. Edelyn Solar Kft.

Start date of control/Date of acquisition of share 0.0.2022 7.27.2022
Included in consolidation: 10.1.2022 8.1.2022
Share of the Group: 75.10% 100%
Share of non-controlling interest: 24,90% -
HUF thousand HUF thousand

Consideration paid in cash: 307 910 215185
Contingent purchase price 12/31/2022 - 483 494
Exchange difference of contingent purchase price: - 36 626
Contingent purchase price deposited as collateral: 52 570 -
360 480 735 305

Fair value of financial assets and liabilities identified:

Non-current assets 1825718 6 850

Long-term receivables - -

Inventories 150 303 -
Short-term receivables 245538 01839
Cash flow effect of cash and cash equivalents 67 310 2425
Accrued income and deferred expenses 411 615 -
Provisions (37 670) -
Long-term liabilities (1108 791) (90 000)
Short-term liabilities (795 560) (8 449)
Deferred income and accrued expenses (266 096) (3273)
Total: 492 367 (608)
Deferred tax liability (9%) (12 367) -
Total assets identified in acquisitions: 480 000 (608)
Asset value for the Group: 360 480 (608)
Asset value for non-controlling interests: 119 520 -
Identified goodwill - 735913
Cash flow effect of acquisition (293 170) (212 760)
Revenue in the period following the acquisition 802 401 -
Earnings in the period following the acquisition (163 268) (1242)
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Acquisition of FE-Group Invest Zrt.:

- the purpose of the acquisition is to expand the Group's inorganic waste business line and to acquire new markets

+ The Group settled the purchase price in cash. In the course of the acquisition of FE-Group Invest Zrt., the Group deposited the
conditional purchase price of HUF 52,570 thousand agreed to be a part of the purchase price, in an escrow account. Payment
of the conditional purchase price is subject to the successful closure of the settlement of tender procedures and tax audits
regarding all previous periods. The probability of payment of the purchase price is 100%.

+ The net asset value of the subsidiary acquired through the business combination was HUF 480 million; during initial consoli-
dation, the Group added to its books the assets and liabilities of the acquired entity as required by the IFRSs, and recognized

them at fair value as of October 1, 2022.

+ The Group recognized no goodwill regarding the acquisition.

+ Blue Planet Foundation, which obtained a 24.1% share through the acquisition

Acquisition of Edelyn Solar Kft.:

+ The purpose of the acquisition was to expand the solar power plant portfolio of the Group.

+ The final date for the satisfaction of the conditions for closure agreed in the sale and purchase agreement is 04/30/2023. Until
conditions are satisfied, HUF 483,494 thousand of the purchase price is recognized under Short-term liabilities. The Group has
provided a bank guarantee to the Seller for the unpaid portion of the purchase price. The payment of the contingent purcha-
se price is conditional upon the existence of the permits required for the establishment of the power plant. The probability of

payment of the purchase price is 100%.

+ The net asset value of the subsidiary acquired through the business combination was a liability of HUF 608 thousand; during
the initial consolidation, the Group added to its books the assets and liabilities of the acquired entity as required by the IFRSs,

and recognized them at fair value as of August 1, 2022.

+ The goodwill of the acquisition is presented in Section IV.9.4.

IV.33 EBITDA

The Group discloses its EBITDA indicator. The process of the calculation is in the accounting policies summary. The detailed
analysis of EBITDA is included in the Management Report for the period. Elaboration of EBITDA:

12/31/2022 12/31/2021
Elaboration of EBITDA HUF thousand HUF thousand
12 months 12 months
Operating profit 16 693 466 8043 319
Recognized depreciation, amortization 3527162 3036 669
Recognized impairment of fixed assets - -
EBITDA 20220 628 12 879 988

IV.34 CALCULATION OF EARNINGS PER SHARE (EPS)

Year ending on

Year ending on

Calculation of earnings per share (EPS) 12/31/2022 12/31/2021
HUF thousand HUF thousand
Number of shares for EPS 19 718 079 18 890 107
Number of shares for diluted EPS 19 724 417 19 386 274
Profit or loss attributable to controlled interests 12 887 893 5855184
Base value of net earnings per share (HUF/share) 653,61 309,06
Diluted value of net earnings per share (HUF/share) 653,40 302,03

The value and diluted value of earnings per share are calculated based on the weighted average of ordinary shares outstanding.
The 545,200 shares created through the capital increase in 2022 were recognized as of the date of their origination.
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IV.35 PRESENTATION OF SHARE-BASED AND EQUITY SETTLED BENEFIT SCHEMES

ALTEO Nyrt. developed an equity settled share-based incen- .
tive scheme for ALTEO employees (ESOP program) subject to Option I1/°2020
the following conditions:

Theoretical share number

(maximum as per invitation) 612940

results of valuation:

valuation no. 612 940

fair value of share HUF 900.93

"total fair value of program

valuation on reporting date, 552 216

HUF thousand"

iirr\:(lecni ;)e;ci)gorl“zzoezdz(z/l: the closing date of the 100.00%

it
2020 106 871
2021 261274
2022 184 073

ESOP 2022- ESOP 2022-
2024 Program 2025 Program

Chart of changes in share program ESOP 11/2020-2022

2022 2021 2020 2022 2022

PCS.

Outstanding at the beginning of the period 408 627 118 623 - - -
Granted during the current period - - - - -
Vested 204 313 322 264 118 623 120 475 88 317
Exercised during the current period - - - - -
Expired during the current period - - - - -
Forfeited during the current period - (32 260) - - -
Outstanding at the end of the current period 612 940 408 627 118 623 120 475 88 317
of which:

Available for exercise at the end of the
current period

612 940 - - - -
Value (HUF thousand)

Outstanding at the beginning of the period 368 145 106 871 - - -
Granted during the current period - = - -
Vested 184 073 261274 106 871 373192 273575
Exercised during the current period - - - - -
Expired during the current period - - - - -
Forfeited during the current period - - - - -
Outstanding at the end of the current period 552 218 368 145 106 871 373192 273575
of which:

Available for exercise at the end of the

current period 552218 - - B )
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Description of the programs:
ESOP Program Il (2020-2022)

Certain executive employees of the Company receive share-based benefits as of December 21, 2020 (the date of grant): the
detailed rules of the so-called Employee Share Ownership Program (“ESOP") are set forth in the Company’'s Remuneration Policy
for 2020, published and effective on December 21, 2020.

https.~/alteo.hu/wp-content/uploads/2020/12/ALTEO_2020_evi_MRP_Jav_Pol_20201221.pdf

https:/www.bet.hu/site/newRib/hu/2020.12./ Tajekoztatas_az_ALTEO_MRP_Szervezet_2020._evi_J avadalmazasi_Politikaja-
rol__128504486

The ESOP applies to the 8 executive Employees specified in the 2020 Remuneration Policy. The Employee is eligible to acquire
the Available Shares if their legal relationship making them eligible to participate in the Remuneration Policy for 2020 is in place
with the Company on the day of publication of the Company's consolidated financial statement for 2022.

The subject of the ESOP is a maximum of 612,940 Available Shares which may be distributed - provided the below criteria are
met - after the closing of the 2022 fiscal year of the Company (following the adoption of the consolidated financial statement).
The Available Shares are acquired by Employees without consideration.

Employees may acquire the following ratios (specified as a %) of the full volume of Available Shares, provided that certain perfor-
mance conditions also presented below are met in full:

1. ALTEO Share Price: in the period between January 1, 2022 and December 31, 2022, the volume-weighted average trading price
on the BSE reaches HUF 1,178. (15% weight, partial performance is not possible)

2. Turnover: The aggregate turnover of ALTEO Shares as traded on the BSE in the period between January 1, 2022 and December
31, 2022 exceeds HUF 2,479 million and the volume-weighted average trading price in the same period is at least HUF g50.
(15% weight, partial performance is not possible)

3. The audited profit after taxation filtered from ESOP effect per share reaches or exceeds HUF 54.7 in 2022. (25% weight, partial
performance is possible)

4. The audited EBITDA filtered from ESOP effect per share reaches or exceeds HUF 320 in 2022. (45% weight, partial performance
is possible)

5. Excluding criterion: the rating of the bonds of ALTEO Nyrt. at Scope - or an alternative credit rating agency - drops below B+.
In the event of the occurrence of the excluding criterion, 0 (zero) Available Shares may be distributed, regardless of whether
criteria 1-4 are fulfilled.

The vesting period of ESOP is January 1, 2020 - December 31, 2022, that is 3 years, with the emphasis on meeting 2022 target
figures. Given that the above conditions may be met by December 31, 2022, the date of vesting is that date.

The ESOP Organization is entitled to withhold a ratio of Available Shares whose market value at the time of provision provides
coverage for the fulfillment of tax and contribution payment obligations borne by the Employee.

Early exercise of the option is not possible. No option was exercised before the reporting date.
Principles of presentation

Considering that ESOP is a transaction related to services received from employees, the fair value of which cannot be measured
reliably, their fair value was determined based on the fair value of the equity instrument provided.

Not applying the provisions of the Remuneration Policy for 2020, the beneficiary Employees irrevocably waived their right of
choice retroactively to 12/21/2020 and according to such waiver they intend to acquire the shares that may be acquired in the
form of securities. Consequently, the accounting treatment of ESOP is governed by the rules for share-based payment transac-
tions where the terms of the arrangement are no longer affected by the choice and the method of settlement under which the
equity component of a complex financial instrument needs to be accounted for.

+ In view of this, the ESOP as a whole was accounted for as an equity instrument.
Calculation principles for fair valuation
As of the reporting date, the fair value of ESOP is equal to the time-vested part of the fair value of a share multiplied by the num-

ber of shares expected to be acquired (i.e. the fair value of the total liability).

+ The starting point of the current fair value of the shares is the market price, i.e. the closing price observed on the Budapest
Stock Exchange and valid as at the grant date.

+ The market price is reduced by the present value of the dividends expected to be paid during the vesting period (2021-2022)
as the Employees will not be entitled to them prior to fulfillment of the criteria. The expected amount of the dividend payment
is based on the dividend paid in the past.
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The number of benefits expected to be vested has been determined on the basis of the best estimate available, using analyzes
and simulations for the financial indicators underlying the performance conditions (see vesting criteria).

The Company recognizes expenses when they are provided by the employee during the vesting period, that is, between the
beginning of the program (January 01, 2020) and the date of vesting (December 31, 2022). The value of the liability on the report-
ing date is the time-vested part, 100% of the total liability.

ESOP 2022-2024 and ESOP 2022-2025 programs

Under the ESOP 2022-2024 and 2022-2025 programs time proportionate expenses were recognized against profit or loss among
liabilities. The liability shown in the statement of financial position at the end of the period does not contain any amounts reg-
arding cash with vested rights. The ESOP includes no share options, therefore disclosures applicable specifically to options are
not relevant for such ESOPs. There were no expenditures arising from share-based payment transactions where the goods and
services received would have failed to satisfy the conditions of recognition as an asset.

Description of the share-based payment program of the Company

- Certain employees of the Company receive share-based benefits starting from April 20, 2022 (granting date). The detailed
rules of the Employee Share Ownership Programs are set forth in the Company’'s Remuneration Policy for 2022-2024 and
2022-2025, published and effective from April 20, 2022.2022-2024. és 2022-2025. évi Javadalmazasi Politikaja hatarozza meg.
https://investors.alteo.hu/wp-content/uploads/2022/04/ALTEO_MRP-2024-Javadalmazasi- Politika.pdf
https../www.bet.hu/newkibdata/128709817/ALTEO_MRP%202024%20Javadalmaz%C3%A1si%20Pol itika.pdf
https:~/investors.alteo.hu/wp-content/uploads,/2022/04/ALTEO_MRP-2025-Javadalmazasi- Politika.pdf
https:7/www.bet.hu/newkibdata/128709817/ALTEO_MRP%202025%20Javadalmaz%C3%A1si%20Pol itika.pdf

+ The ESOP applies to the employees specified in the Remuneration Policy. Pursuant to the 2022 to 2024 Remuneration Policy,
employees are eligible to the benefit if their legal relationship making them eligible to participate in the Remuneration Policies
is in effect with the Company on the day of publication of the Company's consolidated financial statement for 2023. In the case
of the 2022 to 2025 Remuneration Policy, the aforesaid condition must be satisfied on the day of publication of the Company's
consolidated financial statement for 2024.

- In the case of both ESOPs, the subject of the benefit is cash, the amount of which depends of the price of the Company's
shares. The vested cash may be distributed, provided that the performance condition set out below is met, after the closing
of the 2023 and 2024 fiscal years of the Company, respectively (following the adoption of the consolidated financial statement).

- Employees are entitled to the maximum available benefit if the performance condition set out below is satisfied.

- Pursuant to the 2022-2024 Remuneration Policy, the performance condition is met if the value of the equity, excluding other
comprehensive income (OCI), as at December 31, 2023 as determined based on the audited consolidated annual report adop-
ted by the Company's General Meeting, adjusted for changes resulting from dividend payments and other equity transactions,
exceeds the value of the equity, excluding other comprehensive income (OCI), as determined in the audited consolidated
annual report for the financial year ending on December 31, 2021 as the comparative period.

- Pursuant to the 2025 Remuneration Policy, the performance condition is met if the value of equity, excluding other comp-
rehensive income (OCI), as at December 31, 2024 as determined based on the audited consolidated annual report adopted
by the Company's General Meeting, adjusted for changes resulting from dividend payments and other equity transactions,
exceeds the value of equity, excluding other comprehensive income (OCI), as determined in the audited consolidated annual
report for the financial year ending on December 31, 2022 as the comparative period.

+ The Remuneration Policies allow the Company to reduce the benefit given to Employees based on performance assessment.

+ Pursuant to the decision of the Management, the vesting period is the period between January 1, 2022 and December 1, 2023
(2024 ESOP), and January 1, 2022 and December 31, 2024 (2025 ESOP). The emphasis is on meeting the 2023 and 2024 target
figures. Given that the above conditions may be met by December 31, 2023 and December 31, 2024, respectively, the dates of
vesting are those dates.

- Early exercise of the option is not possible.

Accounting policies of the evaluation of the ESOP

+ Pursuant to the Remuneration Policies, Employees may receive cash under the ESOP programs; consequently the valuation
of the ESOP is governed by the valuation rules of cash-settled share-based payment transactions, that is, expenditures and
liabilities are recognized during the vesting period, and liabilities are revalued at each reporting date.

+ The amount of goods and services received during the vesting period and to be recognized by the entity is determined based
on the best estimate available regarding the awards expected to become vested.

178 / ALTEO GROUP / INTEGRATED REPORT 2022



Calculation principles for the fair valuation of ESOPs

+ As of the reporting date, the fair value of the ESOP programs is equal to the time-vested part of the fair value of a share multip-
lied by the number of shares expected to be acquired (i.e. the fair value of the total liability).

- On the reporting date, the fair value of the shares is HUF 3,098 per share.

+ The starting point of the current fair value of the shares is the market price, i.e. the closing price observed on the Budapest
Stock Exchange and valid as at the date of the relevant valuation.

+ Pursuant to the Remuneration Policies, shares are converted into cash privately, at the unweighted average price of the 30
trading days preceding the conversion of the share.

- The ESOP Organization is not entitled to the dividend distributed in 2022, therefore the dividends paid during 2022 must be
deducted from the share prices used for the calculation of the 30-day unweighted average price. Dividends amounted to HUF
103 per share, which were paid on June 28, 2022.

+ The ESOP Organization is entitled to dividends to be paid in years after 2022. The value of the 2023 and 2024 dividends are
included in the share price before the payment of dividends. The beneficiary of dividends is the ESOP Organization, and Emp-
loyees may receive the dividends through the ESOP Organization after the expiry of the ESOP programs.

- The number of benefits expected to be vested has been determined on the basis of the best estimate available, using statisti-
cal analyzes based on historical data for equity net of the changes caused by relevant other comprehensive income, dividends
and other equity transactions.

+ The Company recognizes expenses when they are provided by the employee during the vesting period, that is, between the

beginning of the program (January 01, 2022) and the date of vesting (December 31, 2023 or December 31, 2024). The value of
the liability on the reporting date is the time-vested part of the total liability.

Recognition of the ESOP in Equity:

Name of program Share-based benefits reserve (HUF thousand)

ESOP Program | (2017-2019)

ESOP program | Share option liability - - 62 819

ESOP program | Share option exercise derecognition - - (62 819)
total - -
ESOP Program Il (2020-2022)

ESOP Program Il obligation requirement 2020 106 871 - 106 871

ESOP Program Il obligation requirement 2021 261275 - 261275

ESOP Program Il obligation requirement 2022 184 073 184 073 -

ESOP Program Il share transfer (475 021) - (475 021)

ESOP program Il transfer of cash and cash equivalents/

share purchase (400 000) (300 000) (100 000)
total (322 802) (115 927) (206 875)
ESOP Program 2022-2024

ESOP Program Il obligation requirement - - -

ESOP 2024 program transfer of cash and cash equivalents (541 412) (541 412) -
total (541 412) (541 412) -
ESOP Program 2022-2025

ESOP 2025 program transfer of cash and cash equivalents (595 330) (593 330) -
total (595 330) (595 330) -

Closing balance (1459 544) (1252 669) (206 875)
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Employee reward program

Employee rewards Year 2022 Year 2021

PCS.

Opening liabilities in the
statement of financial position

Transferred

Awarded as benefit
Closing

Value (HUF thousand)

Opening liabilities in the
statement of financial position

Transferred

Awarded as benefit

Closing

1267

(1267)
1911

1911

2550

(2 645)
5795

5700

3837

(3837)
1267

1267

4300

(4 300)
2 550

2550

In the employee reward program, the Group distributes shares
to the employees who have become entitled to these on the
basis of the recognition plan applied at the Group. In connec-
tion with the shares granted, the shares will be transferred in
January following the anniversary of the current period.

IV.36 FINANCIAL LIABILITIES AND CONDITIONS

In the notes on each instrument, we present the interest rate conditions associated with the instrument.

Highly probable forecasted gas purchases in 2023 worth HUF 779,157 thousand, foreign exchange forward transactions in 2023
worth HUF (312,172) thousand, interest rate swaps in 2023 and beyond worth HUF 1,806,911 thousand.

IV.37 SEGMENTS
Heat and Items
electricity ey Energy . eliminated
12.31.2022 . based energy , Energy trading
production and ; services due to
production A
management consolidation

Revenue 80 897 483 5162 533 5087 821 24 938 509 173 (13 059 466) 103 027 053
Material (56 631 495) (966 626) (2 675 076) (22 202 258) (1032 561) 13059187 (70 448 829)
expenses 56 631 495 9 5 5 32 5 3059 9
Personnel
expenses (1435 935) (218 g72) (2116 023) (168 209) (2 012 510) - (5 951 649)
Other revenues
and Other (6 446 710) (242 819) (93 284) 33 000 (15 049) - (6 764 862)
expenses
Capitalized
value of own 141384 - 217 531 - - - 358 915
production
EBITDA" 16 524 727 3734116 420 969 2601042 (3059 947) (279) 20 220 628
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Energy Electricity

production production iz
12.31.2021 (outside the (within the Energy Energy eliminated
L L services trading due to
subsidized subsidized e
consolidation
system) system)

Revenue 24284 975 5006 568 3305 469 16 369 622 216 (4 717 402) 44 249 448
Material (12 802 207) (665 126) (1379316) (14690 037) (805 037) 717 27 (25 624 444)
expenses 5 3793 4 690 03 5 03 4 9 5624 444,
Personnel
expenses (880 228) (187 552) (1413 190) (113 630) (1597 637) - (4192 237)

Other revenues

and Other (1645 710) (36 851) 47 988 (154 358) (6 674) - (1795 605)
expenses

Capitalized

value of own 84733 - 135 431 - 22 662 - 242 826
production

EBITDA* 9041563 4117 039 696 382 1411597 (2 386 470) (123) 12 879 988

"Details in Section IV.33

In 2022 several own generators dropped out of the KAT system. (Subsidized system segment) These production assets were
moved to the a Renewables-based energy production segment, while on the individual level, they sell their production capaci-
ties to the RPM (Renewable production management) business line of Sinergy Energiakereskedd Kft in the Heat and electricity
production and management segment. Settlement between segments is based on prices achievable on the market, forward
sale prices as well as the average balancing energy ratio.

The Business (Annual) Report presents the performance and contents of the individual segments in detail. The ‘other’ segment
includes administrative costs

IV.38 RELATED PARTY DISCLOSURES

Disclosures concerning key management personnel.

The key management personnel of the enterprise qualify as related parties. The Company’'s management identified the following
related parties for the period covered by the financial statements and in the comparative period.

For the presentation of the Board of Directors and the Supervisory Board, see the Business Report.

Executive Board

The Executive Board (EB) is part of the internal control structure of the Company. The members of this board make operative,
financial and other decisions that are not in the jurisdiction of the Board of Directors. As a consequence, members of this board
also qualify as related parties. The aforementioned members of the EB were employed by the Company during the period refer-
red to above.

Members in 2022: Attila Chikan Jr., Domonkos Kovacs, Zoltan Bodnar, Péter Luczay, Viktor Varga, Anita Simon

Remuneration paid to related parties (executive officers):

Wages, commissions,

2022 benefits Reimbursement of costs IFRS2 benefits
Board of Directors 96 909 10 608 129 098
Supervisory Board 25 442 1694 2731
Executive Board non-BoD members 184 374 20 579 178 812
Total 306 725 32881 310 641

The Group has employee loan receivables from its executive officers in the amount of HUF 22,144 thousand. The Group has no
doubtful receivables due from related parties; the detailed presentation of the ECL model applied to related receivables is inclu-
ded in Section IV.19.

In the current year, the Group disclosed the following outstanding balances due from affiliated companies in the financial state-
ments:
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Category fhousand HUF

WALLIS ASSET MANAGEMENT Zrt. loan received 6 000 000
Energigas Kft. loan given 188 318
Tisza-WTP Kft. customer 106 735
PanEuropean Kft. customer 94 992
Energigas Kft. customer 39 691
\¥/PR Alfa Kft. customer 37 031
\WIPEUROPA Kft. customer 27 359
Magnum Hungaria Invest Epitéipari és Szolgaltato Kft. customer 22 425
WALLIS ASSET MANAGEMENT Zrt. supplier 7 989
AutoWallis Nyrt. customer 4864
Airport City Kft. customer 4193
WALLIS AUTOMEGOSZTO Zrt. customer 1786

In the current year, the Group recognized the following outstanding receivables due from affiliated companies in profit or loss in
2022

Praktiker Kft. Revenue 041203
Tisza-WTP Kft. Revenue 736 021
Energigas Kft. Revenue 614 480
\¥/PR Alfa Kft. Revenue 347 317
\WIPEUROPA Kft. Revenue 200 342
Magnum Hungaria Invest Epitéipari és Szolgaltatd Kft. Revenue 155 794
PanEuropean Kft. Revenue 03 496
HSP612 Kft. Services used 81128
Wallis MOTOR PEST Kft. Revenue 65 606
SH Fejlesztd Kft. Revenue 58 151
DALP Kft. Revenue 46 425
WALLIS ASSET MANAGEMENT Zrt. Interest payable 40 872
WALLIS AUTOKOLCSONZO Kft. Revenue 39722
WALLIS AUTOKOLCSONZO Kit. Services used 28330
WPR Alfa Kft. Services used 27 644

According to the judgement of the management of the Group, transactions with related parties are transactions concluded un-
der market terms, with market based pricing. There are no other securities attached to the transactions, which are settled in cash.

Guarantees to the affiliated companies of the Group as of 12/31/2022:

Guarantee Guarantee

Guarantee amount Currency type expiry Guarantee commitment

HSP612 Kft. 26 527 105 HUF Payment 12.31.2023 Premises rental contract - Globe3 office space

In 2022, the following impairment expenses were recognized against profit or loss regarding receivables from affiliated companies:
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Impairment ECL

Category
amount recognized HUF
thousand
Energigas Kft. Trade receivables 100% 48 788
Energigas Kft. Loans given 100% 13 855
Other Wallis affiliate receivables Trade receivables 1.68%-3.38% 8197

IV.39 CONTINGENT LIABILITIES, GUARANTEES, COMMITMENTS

Other than contingent liabilities arising from litigation, there are no liabilities which are not included in the Group's financial state-
ments with their amounts for the reason that their existence depends on future events.

For certain products (electricity, gas), the suppliers of the energy trading division require guarantees as part of the normal course
of business. In 2022, guarantees were provided by OTP Bank Nyrt. and ERSTE Bank Hungary Zrt., the banks used for funding the
retail and wholesale trading business.

ERSTE Bank provides an advance repayment and good performance bank guarantee for the customers in connection with its
construction-installation contract.

ERSTE Bank provides a good performance bank guarantee for the customer in connection with the power plant's operation and
maintenance contract.

The following bank guarantees existed as at the reporting date.

Guarantee and overdraft facility Capacity utilization (HUF
Bank guarantee 12/31/2022 Bank (HUF thousand) e —
Alteo Energiakereskedd Zrt. OoTP 6 000 000 4 004 348
Alteo Energiaszolgaltatd Nyrt. ERSTE (Cash Pool) 14 750 000 7 901174

Alteo Nyrt. as the parent company of the Group, has an outstanding guarantee granted to its subsidiary Alteo-Therm Kft. for its
liabilities under a natural gas purchase agreement on the reporting date:

Subject of guarantee Amount (EUR) Maturity

MET Magyarorszag Zrt. Payment guarantee 6 000 000 12.15.2023

The hedged liabilities are recognized in the financial statements of the Group.

The details of relationships with other banks that have no value in the financial statements are presented in Note IV.22.2 attached
to these financial statements.

The Group has no unfulfilled liabilities relating to government assistance.

Pursuant to the agreement between co-owners, Blue Planet Climate Protection Venture Capital Fund, which has a 24.10% share in
FE-Group Invest Zrt, has a put option, with Alteo Nyrt. as its beneficiary. The put option may be exercised starting from the year 2028.

Economic relations subject to legal proceedings

With regard to the letter of VPP Magyarorszag Zrt. (registered office: H-1113 Budapest, Bocskai Ut 134-146. C. ép. 3. em.; company
registration number: Cg. 01-10-048666), sent to Sinergy Energiakereskedd Kft. in 2018 - the content of which and the response
to which by Sinergy Energiakereskedd Kft. are presented in detail in an announcement published on February 14, 2018, at the
official disclosure points of the Company - on March 14, 2018, Sinergy Energiakereskedd Kft. requested the Hungarian Intellec-
tual Property Office to establish that the six control procedures it uses in total in the course of operating the virtual power plant
are not in violation of the patent “Decentralized energy production system, control tool and procedure, controlling the energy
production of the system" registered for VPP Magyarorszag Zrt. as holder under number E031332.

Sinergy Energiakereskedd Kft. initiated the procedures for the so-called negative clearance with the goal to clearly and defi-
nitively disprove the infringement assumed by VPP Magyarorszag Zrt. and presented in the announcement of the Company
published on February 14, 2018. The proceedings are still ongoing at the time of publishing this document.

The Group has not identified any situation affecting its statement of financial position with respect to this case.
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IV.40 FAIR VALUE MEASUREMENT DISCLOSURES

Other than derivative transactions, on the reporting date the Group has no financial instruments that would be measured at fair
value.

Valuated at
Financial instruments Valuated at fair fair value Valuated at
value through through other amortized Book value Fair value
12/31/2022 )
profit or loss comprehensive purchase value
income

Assets:
I_‘ong—term deposits or loans R ) 969 602 969 602 960 602
given
Trade receivables - - 24 562 537 24 562 537 24 562 537
Other financial assets - 2 508 056 5902198 8 500 254 8 500 254
Other receivables and accruals - - 12 057 221 12 057 221 12 057 221
Cash and cash equivalents - - 16 465 328 16 465 328 16 465 328
Total: - 2 598 056 59 956 886 62 554 942 62 554 942

Financial instruments

Valuated at fair

Valuated at
fair value

Valuated at

anioroadt | asghotter | et | e | e
income

Liabilities:

Debts on the issue of bonds - - 12 658 274 12 658 274 12 658 274
Loans and borrowings - - 13 855 783 13 855783 13 855 783
Finance lease liabilities - - 2240197 2240197 2240197
Advances received - - 1499 254 1499 254 1499 254
Trade payables - - 11282 617 11282 617 11282 617
Other financial liabilities - 324 160 - 324 160 324 160
Other long-term liabilities - - 1238 016 1238 016 1238 016
ggt;redzif;ort—term liabilities and B _ 24 885 619 24 885 619 24 885 619
Total: - 324160 67 659 760 67 983 920 67 983 920

The fair value of derivative transactions is HUF 2,598,056 thousand (previous year: HUF 5,831,243 thousand), while the fair value

of liabilities is HUF 324,160 thousand (previous year: HUF 0 thousand). These qualify as expert estimates built-up from observab-
le inputs, therefore they are on Level 2 of the fair value hierarchy.

12312022 1231208

Derivative assets (in hedge relationship) 791145 5316 651
Obligations from loan IRS Derivatives (for hedge) 1806 911 514 592
Assets evaluated at fair value through profit and loss (FVTPL) 2598 056 5831243
Liabilities from loan IRS Derivatives (for hedge) - -
Liabilities from derivatives (for hedge) 324 160 -
Liabilities evaluated at fair value through profit and loss (FVTPL) 324160 -
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No differences were identified between the carrying amount and fair value of the remaining financial instruments. For valuation
purposes, all other assets are on Level 3 of the fair value hierarchy.

The expiry dates of the financial instruments presented are disclosed in Section lll.4.2 Liquidity risk and its management.

The Group has not reclassified its financial instruments in 2022.

Assets:

Long-term deposits or loans given - - 969 602
Trade receivables - - 24 562 537
Other financial assets - 2598 056 5902198
Other receivables and accruals - - 12 057 221
Cash and cash equivalents 16 465 328 - -
Total: 16 465 328 2 598 056 43 491 558

Liabilities:

Debts on the issue of bonds - - 12 658 274
Loans and borrowings - - 13855783
Finance lease liabilities - - 2240197
Advances received - - 1499 254
Trade payables - - 11282 617
Other financial liabilities - 324 160 -
Other long-term liabilities - - 1238 016
Other short-term liabilities and accruals - - 24 885 619
Total: - 324160 67 659 760
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V. OTHER INFORMATION

V.1 DISCLOSURE OF INTERESTS IN OTHER
ENTITIES

The Group was not faced with any uncertainty and was

not forced to decide on complex matters when making a
judgment about how to treat its investments. All controlled
entities qualify as subsidiaries. The subsidiaries are controlled
by the Parent Company, since control, operative daily tasks
and exposure to variable return can be justified easily and

in full. Where the Group does not control the entity, it is not
consolidated but treated another way.

The Group has no associates, it does not participate in joint
organizations and has no share in joint ventures.

The Group has to face no limitations concerning any of its
entities that would influence access to net assets, the profit

or the cash flow. The Group has no consolidated or not
consolidated interests in which control is not established
through voting rights or where voting rights are not for
controlling relevant activities leading to control (structured
entities). None of the members of the Group qualify as or have
shares in an investment entity.

V.2 SIGNIFICANT EVENTS AFTER THE
REPORTING DATE

AThe following significant events occurred between the
reporting date and the date of approval of the disclosure of
the financial statements:

January 31, 2023: loans totaling at HUF 4 billion were
disbursed to Pannon Szélerému Kft. and Euro-Green Energy
Kft. pursuant to an agreement concluded with K&H Bank Zrt.

February 7, 2023: Under its employee reward system, the
Company distributed 1911 ordinary shares to the employees
who were entitled to them on the basis of the Company's
recognition plan.

February 8, 2023: The Board of Directors of the Company
published its opinion, dated 02/03/2023, on the public

Budapest, March 30, 2023

takeover bid approved with Resolution No. H-KE-Ill-77/2023
of the Central Bank of Hungary dated 17/12/2022, with

the opinion of the representatives of employees and the
assessment of an independent financial advisor as its part.

The impact of the global political events (Russia-Ukraine
conflict, COVID 19) was taken into consideration in Section
111.3 Risk matrix.

V.3 THE AUDITOR, THE AUDIT FEE AND
NON-AUDIT SERVICES

A The Accounting Act requires the Group to prepare
consolidated financial statements, which, in accordance

with Section 155 (2) of that Act, is to be mandatorily reviewed
by the auditor. The chosen auditor of the Company is BDO
Magyarorszag Kényvvizsgalo Kft. (chamber registration
number: 002387), the person responsible for auditing is Péter
Kékesi, chamber membership number: 007128.

The fee for auditing the unconsolidated annual report and the
IFRS consolidated annual report is HUF 8,400,000 + VAT.

In the fiscal year 2022, the Company and its subsidiaries used
non-audit services for a total of HUF 0 provided by BDO
Magyarorszag Koényvvizsgalo Kft., as the auditor engaged
to perform the audit of the annual financial statement of the
Company, and other companies within the network of the
auditor with prior written consent from the Company's Audit
Committee in accordance with Regulation (EU) No 537/2014
of the European Parliament and of the Council..

V.4 APPROVAL OF THE DISCLOSURE OF
THE FINANCIAL STATEMENTS

On March 30, 2023, the Board of Directors of the Group's
parent company approved the disclosure of the financial
statements in its current form.

On behalf of ALTEO Nyrt.:

Attila Laszlé Chikan
Member of the Board of Directors
Chief Executive Officer
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Zoltan Bodnar
Chief Financial Officer
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APPENDIX

ANNUAL REPORT

OF ALTEO PLC. AND ITS
SUBSIDIARIESFOR THE
FINANCIAL YEAR 2022
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ANNUAL REPORT OF THE ALTEO GROUP FOR 2022

INTRODUCTION

Pursuant to Act CXX of 2001 on the Capital Market (hereinafter: “Capital Market Act"), the Regulation of the Budapest Stock
Exchange Ltd. on the Rules of Listing and Continued Trading (hereinafter: “Regulation’) and Decree No. 24/2008 (VIlI.15) of the
Minister of Finance (hereinafter: “MF Decree"), ALTEO Energiaszolgaltatd Nyilvanosan Mukddod Részvenytarsasag (hereinafter:
‘Company” or "ALTEQ") has prepared and hereby publishes “The Management Report and Analysis” for the Fiscal Year 2022 on
the consolidated annual profit and the consolidated Annual Financial Statements for the Fiscal Year 2022 (hereinafter col-
lectively: “Annual Report’; the Company and the consolidated entities specified in Section 1.13 of the Annual Report hereinafter:
‘Subsidiaries’; the Subsidiaries and the Company hereinafter collectively: “Group” or “ALTEO Group").

The consolidated Annual Report of the Company have been prepared based on Annex 2 to the MF Decree, according to the
requirements set forth in Act C of 2000 on Accounting, in accordance with the International Financial Reporting Standards
published in the Official Journal of the European Union.

In view of the above, the Annual Report constitutes also a business report under Act C of 2000 on Accounting.

The data presented in the Company's consolidated Annual Report for 2022 were verified by an independent auditor.

» The 2022 Annual Report of ALTEO Plc. and its subsidiaries includes the following reporting systems:
+ Business report, included in this document;

+ Management report, included in this document;

- Non-financial statements, included in this document.

+ Statements of the issuer

- Consolidated Financial Statements
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1. THE MANAGEMENT'S REPORT
AND ANALYSIS OF BUSINESS

ACTIVITIES FOR 2022

EXECUTIVE SUMMARY ON EVENTS
YIELDING SIGNIFICANT RESULTS OVER
THE PERIOD

The key events of 2022 were the Russian-Ukrainian war
conflict, and the subsequent series of macroeconomic

and energy market shocks. The energy market was mainly
characterized by challenges related to security of supply
and extremely volatile and high prices for energy products,
in contrast to the predictable values in a balanced market
environment in the pre-COVID period. In addition, regulatory
decisions and extraordinary tax changes have challenged
market participants on several occasions.

The Company continued to perform excellently in a chal-

lenging macroeconomic environment, which proved that

the strategic direction set in 2019 and revised in 2022 was
the right one.

ALTEO Group’s revenue increased by 133% to exceed HUF
100 billion.

Thanks to ALTEO's structure, its diversified portfolio, the risk
management measures put in place earlier during the COVID
epidemic, its ability to react quickly and its excellent
professionals, EBITDA increased from HUF 12.9 billion in 2021
to HUF 20.2 billion in 2022.

The environment offered many opportunities which have
been accompanied by increased working capital, deposit and
guarantee requirements and heightened risks, including those
related to margining. In a challenging funding environment,
management has decided to increase the amount of liquid
assets available to reduce the impact of potential risks, and to
ensure the security of long-term operations. Accordingly, the
Company took out a HUF 6 billion short-term parent company
loan at the end of 2022.

Key economic events at ALTEO in 2022:

ALTEO has become the first ESG-certified company in the
Hungarian electricity sector. Scope Ratings GmbH. confirmed
ALTEO's bond rating (BBB-) in its June 2022 assessment, and
put it under review in December 2022 with a possible positive
upgrade.

During 2022, ALTEO repaid its bond packages in a total
amount of HUF 2.34 billion.

After an extremely successful 2021, ALTEO paid a dividend of
HUF 2 billion.

ALTEO has launched two human resources retention
programs for the years 2022-2024 and 2025, with the primary
objective of increasing the financial motivation of existing
human resources through strengthening the ownership
approach to promote the Company's profitability.

ALTEO's strategy remains focused on circular economy and

sustainability. In 2022, ALTEO strengthened its position with
the following acquisitions:

192 7

In July 2022, the acquisition of EDELYN SOLAR Kft., a project
company for the construction of a solar power plant with a
nominal capacity of 20 MW, was closed. The project
company has a valid grid connection permit, the project is in
the planning phase and could double ALTEO's solar power
plant portfolio if implemented.

In September 2022, ALTEO acquired a 75.1% share and Blue
Planet Climate Protection Venture Capital Fund acquired a
24.9% share in FE-GROUP INVEST Zrt. With a revenue of HUF
3 billion in 2021, FE GROUP INVEST Zrt. is an active player in
the inorganic waste management market. ALTEO fully
consolidated the company from October 01, 2022.

In addition to the acquisitions, the Group is continuously
working on further developing its Virtual Power Plant,
including the enhancement of IT capabilities, as well as the
development of energy storage and energy production
capacities.

For 2022, ALTEO paid HUF 2 billion in windfall tax, a 13% levy
on regulatory revenue.

Statutory public takeover bid from MOL RES Investments
Zrt. for ALTEO’s ordinary shares

+ On December 17, 2022, the Company received the
statutory public takeover bid from MOL RES Investments
Zrt. as designated offeror, in respect of the ordinary shares
of ALTEO Plc.

+ The Hungarian Energy and Public Utility Regulatory
Authority granted prior approval to the acquisition of
indirect control on January 13, 2023.

- On January 19, 2023, the Central Bank of Hungary (Magyar
Nemzeti Bank) ordered the continuation of the procedure
for the approval of the bid.

- On February 6, 2023, through its resolution the Central Bank
of Hungary approved the bid by MOL RES Investments Zrt.
published on December 17, 2022, and amended on
February 2, 2023 (for the purposes of this Section,
hereinafter referred to as: "Bid").

-+ On February 8, 2023, the Company published the opinion
of ALTEO Plc.'s Board of Directors on the Bid, which is
available in full at the following link:

- https://investors.alteo.hu/egyeb-kozlemenyek/az-
alteo-nyrt-igazgatosaganak-velemenye-a-kotelezo-
nyilvanos-veteli-ajanlat-kapcsan-2023-02-08/

- On March 6, 2023, ALTEO was informed that all
applications for the competition authority permits specified
in the Bid have been submitted to the competent
competition authorities.

+ On March 10, 2023, ALTEO was informed that the Hungarian
Competition Authority issued the official certificate - under
number OB/9-6/2023 - in which the Competition Authority
certifies, pursuant to Section 43/N(1)(b) of Act LVII of 1096
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on the Prohibition of Unfair and Restrictive Market Practices,

that there are no circumstances on the basis of the merger
notification that would justify the ordering of an audit as
per Section 67(4) of the Act concerning the merger
through acquisition of joint control of ALTEO by MOL RES
Investments Zrt., Fénix Private Equity Fund and Riverland
Private Equity Fund.

+ On March 13, 2023, ALTEO was informed that the Serbian
Competition Authority has also issued its permit, and thus
MOL RES Investments Zrt., Fénix Private Equity Fund and
Riverland Private Equity Fund have received all competition
authority permits specified in the Bid from the competent
competition authorities.

+ The statutory public takeover bid procedure was closed on
March 13, 2023. The statutory public takeover bid procedure
has been successful, as a result of which, upon execution
of the transactions referred to in Section 2.5.2 of the Bid,
MOL RES Investments Zrt. acquired 4,902,536 shares, Fonix
Private Equity Fund acquired 4,902,535 shares and River-
land Private Equity Fund acquired 4,902,535 shares, thus the
Jjoint ownership of the Contracting Parties under the Bid in
ALTEO Plc. increased to 73.791%, joint control - considering
treasury shares of Alteo Plc - of the contracting parties
increased to 73.807%.

1.1. EXECUTIVE SUMMARY OF THE OPERATING PROFIT OR LOSS STATEMENT

The following section presents the analysis of the comparative data of ALTEO Group for the same period in 2021 and 2022.

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

data in HUF million AR 12312021 HUF mitton Chapge
audited audited over previous year over previous year
Revenues 103 027 44 249 58778 133%
Capitalized own production 359 243 116 (48%)
Material expenses (70 449) (25 624) (44 824) 175%
Personnel expenses (5 952) (4192) (1759) 42%
Depreciation and amortization (3 527) (3937) 410 (10%)
Other revenues, expenses, net (6 765) (1796) (4 969) 277%
Impairment loss - N/A
Operating Profit or Loss 16 693 8943 7 750 87%
Net financial income (937) (1871 934 (50%)
Profit or loss before taxes 15 757 7 072 8684 123%
Income tax expenses (2 913) (1 215) (1699) 140%
Net profit or loss 12 843 5857 6 986 119%
eorﬁt\?t/pei(c:;lhtczbe owners of the Parent Company are 12 888 5855 7033 120%
Of which the minority interest is entitled to: (45) 2 (47) (2 068%)
Base EPS (HUF/share) 653,61 309,06 343,65 111%
Diluted EPS (HUF/share) 653,40 302,03 351,37 116%
EBITDA" 20221 12 880 7 341 57%

“In the opinion of the Company’s management, the profit category that can most reliably be used to measure the profitability of the Group is EBITDA (from which financial items, taxes, depreciation,
and profit effects recognized in no close relation to the business period - typically impairments - have been removed).

The Group's Revenues increased by 133%, i.e. HUF 59 billion,
to HUF 103 billion, as compared to 2021. The rise in revenues
was impacted by a number of factors:

Revenue growth was predominantly realized in the Heat and
Electricity Generation segment, driven mainly by a sharp
rise in electricity prices, increasing capacity and regulatory
revenues, higher heat feed-in tariffs, and a dynamic growth in
revenues associated with the Renewable Production
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Management (‘RPM") business, as increasingly seen during
the reporting period. Management stability in the segment
was strongly enabled by the gas engine capacity expansion
projects and electricity storage facilities realized in previous
years. Active exploitation of the market volatility which began
in the second half of 2021 and reached an extreme level in
2022, had a positive effect on profitability. The duration of
this favorable market environment is uncertain.
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Revenues from the Energy Retail segment increased
significantly. While energy prices increased compared to the
base period, which clearly shows in both the revenue and
material expenses lines, portfolio optimization was performed
as a result of changed world market conditions, leading to

a significant volume reduction but, at the same time, also to

a higher electricity revenue and margin level.

The particularly high revenue growth of HUF 59 billion (+133%)
was accompanied by a HUF 45 billion (+175%) increase in
material expenses. Correlations between revenue and
material expenses are mainly, but not exclusively, attributable
to the following economic effects.

The revenue growth in the structured electricity market was
accompanied by a significant increase in material expenses.
The decrease in revenue margin is attributed to the following:

There has been a significant increase in revenue
from heat energy sales which generates a minimum
margin as intended by the regulator.

Experiencing outstanding growth, the Renewable
Production Management business generated
considerable revenue; however, its margin is lower
compared to those of electricity sales and ancillary
services, therefore it resulted in this indicator being
moderate.

- The Retail segment is characterized by revenue growth
accompanied by a significant increase in COGS, the level of

which, however, is below that of the revenue growth.

- As for our Renewables-based Electricity Production Plants,

material expenses increased more than the revenue growth,

primarily because of the increased costs of scheduling and
balancing energy.

The 42% (HUF 1.8 billion) rise in personnel expenses
fundamentally reflects the impact of staff expansion, primarily
due to the acquisitions concluded in 2022 , wage increases,
and the recently launched Employee Share Ownership
Programs.

The reduction in depreciation and amortization, amounting
to 10% (HUF 0.4 billion), is due to an impairment of about HUF
340 million recognized with respect to two wind farms owned
by ALTEO in 2021. The adjusted difference is due to the
depreciation of transferred assets.

The balance of other revenues, expenses, net shows a HUF
5 billion increase in expenses. In 2022, a windfall tax was
imposed on revenue from regulatory fees, amounting to HUF
2 billion for 2022. Other expenses saw an increase caused by
the spillover effect of rising CO2 quota prices on the global
market. From 2021, other expenses also include a fee that the
Retail segment has to pay under the Energy Efficiency
Obligation Scheme (EEOS). For the Gibart power plant
operating under the METAR system, other expenses were
increased by the 2022 amount of the levy on the market price
payable by the producer.

ALTEO Group generated an operating profit of HUF 16.7
billion and an EBITDA of HUF 20.2 billion in 2022.

Net financial income increased by HUF 934 million. During
the reporting period, there were significant changes in the
interest rate environment compared to the base period, but
ALTEO was not affected by the adverse impact thanks to the
fixed interest rates on its long-term liabilities. Savings on
interest costs were generated by interest on liabilities repaid in
the intervening period. The interest revenue realized on
invested free cash balances significantly exceeded the
previous year's figure, primarily due to higher deposit interest
rates.

In 2022, the ALTEO Group realized a profit of HUF 15.8 billion
before taxes, a 123% increase over 2021.

Income tax expenses increased proportionately with the
Group's profits. Income tax expenses exceeded the expenses
of the comparative period by HUF 1.7 billion.

In 2022, the after-tax profit, i.e. net profit, of the Group was
HUF 12.9 billion, representing an increase of 119% over the
comparative period.

1.2. EXECUTIVE SUMMARY ON COMPREHENSIVE INCOME

CONSOLIDATED COMPREHENSIVE STATEMENT OF PROFIT OR LOSS

Change Change
12.31.'2022 12.31..2021 HUF miltion %

audited audited over previous year over previous year
Net profit or loss 12 843 5857 6 986 119%
Other comprehensive income o
(after taxes on profits)" (3237) 4907 (8144) (166%)
Comprehensive income 9 606 10 764 (1158) (11%)
g;m{weightéhe owners of the Parent Company are 0 651 10762 1111) (10%)
Of which the minority interest is entitled to: (45) 2 (47) (105%)
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The Group recognized the cumulative effects (including
deferred tax) of the end-of-period revaluation of hedges in
other comprehensive income. The aggregate loss of the
revaluation of transactions as at the reporting date,
recognized in the loss for the period, was an unrealized loss
of HUF 3.237 billion. Transactions are recognized, depending
on comprehensive income or transaction profit nature, against
the balance sheet items of other financial assets or other
financial expenses.

Changes in the consolidated comprehensive income were
affected by forward contracts, including the transfer of open
hedging positions as effective hedges to manage price
changes for natural gas assets in kind involved in regulated
heat energy sales and the valuation of open forward
transactions on the reporting date. The majority of the Group's
annual heat sales agreements are concluded at a fixed and
regulated price level, the effect of which, however, cannot be
included in other comprehensive income in accordance with
the IFRS rules due to the impossibility of predicting the sales
volume. The management estimates that fluctuations in the
price of assets in kind required for regulated heat energy sales
are eliminated through hedges by the Group under normal
market conditions.

The business mechanism of hedges applied by the Group is
as follows:

The Group adapts its gas purchases to its regulated heat
energy sales pricing system and concluded forward
contracts to manage foreign exchange rate volatilities.

. The Group entered into interest rate swaps on some
of its outstanding project loans in line with its risk
management policy. With interest rate swaps, the Group
aims to manage the interest rate risk on project loans.

The Group presents the tax effect of the forward
contracts shown in the comprehensive income by
applying a corporate tax effect of 9%.

Accounting principles are presented in Section 1.7.6
Uncertainty from estimates and disclosures on fair value
measurement

1.3. EXECUTIVE SUMMARY ON THE PERFORMANCE OF THE SEGMENTS

In relation to segment information, we present the detailed description, analysis and comparison of the segments in question.
This is a segment-by-segment presentation of the main resources and risks for the business, related changes and uncertainties,
as well as quantitative and qualitative information and indicators regarding performance measurement within the segments.

ALTEO GROUP MANAGEMENT STATEMENT - FINANCIAL STATEMENT BY ACTIVITIES

12.31.2022 Heatand  Renewables- Retail Other  Admin- tems
electricity based Energy ener seq- istrative eliminated Total
data in HUF million production and energy services trad%y me?\ts costs due to con-
management  production solidation
Revenue 80 897 5163 5088 24939 - - (13 059) 103 027
Capitalized value of own production 141 - 218 - - - - 359
Material expenses (56 631) (967) (2 675) (22 202) (323) (709) 13059 (70 449)
Personnel expenses (1 436) (219) (2116) (168) (717) (1296) - (5 952)
Other revenues and Other expenses (6 447) (243) (93) 33 (8) 7) - (6 765)
EBITDA" 16 525 3734 421 2601 (1048) (2 012) - 20221
ALTEO GROUP MANAGEMENT STATEMENT - FINANCIAL STATEMENT BY ACTIVITIES
12.31.2021 Heatand  Renewables- Retail Other  Admin- _'tems
electricity based Energy ener seq- istrative eliminated Total
data in HUF million production and energy services trad%y me?\ts costs due to con-
management  production solidation
Revenue 24 285 5007 3305 16 370 5 (5) (4 717) 44 249
Capitalized value of own production 85 - 135 - - 23 - 243
Material expenses (12 802) (664) (1379) (14 690) (261) (545) 4717 (25 625)
Personnel expenses (880) (188) (1 413) (114) (699) (899) - (4192)
Other revenues and Other expenses (1 646) (38) 48 (154) (1) (5) - (1796)
EBITDA" 9042 4117 696 1412 (955) (1431) - 12 880

* For the definition of EBITDA, see Section 1.1 Executive summary of key operating results. The profit or loss obtained by distributing administrative costs among the segments is the profit category

called EBITDA II, described in the following sections.
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Change in segment names

The change is necessary mainly due to wind farms (26.5 M\W)
and hydropower plants (1 MW) previously presented under
the segment “Electricity production (within the subsidized
system)”, which by the end of H1 2022 reached the maximum
output allocated within the subsidized system or the end of
their subsidy period under KAT. Under previous practice, these
producers would be presented under the “Heat and electricity
production (market rate, non-subsidized)" segment. However,
in light of the size of the power plants so excluded and the
increased electricity prices, their profit generating capacity
would significantly distort the comparability of the capacity

of the various segments to generate profit, while the nature

of the activity itself does not change significantly. Therefore,
the names and scope of the two segments mentioned above
change as follows:

‘Renewables-based energy production”: The profit/loss of
ALTEO-owned power plants generating energy from re-
newable energy sources (solar, wind, hydropower, landfill gas)

‘Heat and electricity production and management”: The profit/
loss of ALTEO-owned power plants producing fossil-based
energy, energy storage facilities, power plants producing heat
from electricity, as well as complex, ancillary and scheduling
services provided.

1.3.1. HEAT AND ELECTRICITY PRODUCTION AND MANAGEMENT SEGMENT

This segment includes the heat and electricity cogeneration,
the Virtual Power Plant, as well as the Renewable Production
Management (RPM) business. The Virtual Power Plant is
responsible for planning and managing the electricity
generation by cogeneration equipment in heating power
plants, the energy storage facilities, and production by
external partners connected to the Virtual Power Plant. The
Virtual Power Plant also grants access to the Ancillary

HEAT AND ELECTRICITY PRODUCTION AND MANAGEMENT

Services market through the integration of the units managed.
The profit that can be realized on the electricity production
portfolio with the electricity production integrated through the
Virtual Power Plant, with the related electricity management
functions, and with the production and sale of structured
electricity products, greatly exceeds the levels that can be
achieved by implementing conventional production strategies.

12.31.2022 12.31.2021 Change HUF million Chf/”ge
data in HUF million audited audited over previous year over prev;ous year
Revenue 80897 24 285 56 613 233%
Capitalized own production 141 85 57 67%
Material expenses (56 631) (12 802) (43 829) 342%
Personnel expenses (1436) (880) (556) 63%
Other revenues and Other expenses (6 447) (1646) (4 801) 292%
EBITDA" 16 525 9042 7483 83%
Allocated administrative expenses (796) (474) (322) 68%
EBITDA II 15729 8 568 7 161 84%

" For the definition of EBITDA, see Section 1.1 Executive summary of key operating results,

The revenue of the segment was 233% up compared to the
base period.

The rapid revenue growth in the current year was
predominantly caused by a sharp rise in electricity prices,
increasing capacity and regulatory prices, a significant surge
in heat feed-in tariffs, and dynamic growth in revenues
associated with the RPM business, which had been limited in
the base period.

ALTEO launched a smart, comprehensive scheduling service
involving moderate risk for partners, which offers a solution

to the challenges faced by renewable energy producers. The
market provided positive feedback for the business model
underlying the new business line. Since its launch in 2020, the
Renewable Production Management (RPM) business has
become the market leader in terms of installed capacities

of managed solar power plants by the end of 2022 and, as a

196 /

result, the revenues and profits it realizes increasingly
contribute to the performance of the segment.

In Q4 2021, the Group's second electricity storage facility
was put into operation in Kazincbarcika, boosting ALTEO's
electricity storage capacity to 11MW/gMWh.

In December 2022, the Group's first electric boiler was put
into operation in Sopron, basically utilizing the seasonal ex-
cess energy from renewable electricity production.

Material expenses in the segment include three major items:
purchased gas, electricity purchased from third parties, and
the operating costs of the division responsible for the
operation and maintenance of the power plant portfolio.

The sharp deterioration in the balance of other revenues and
expenses was caused by an increase in CO2 quota expenses
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and the windfall tax introduced for 2022 and 2023, amounting
to HUF 2 billion in total in 2022.

In the current period, the segment sold heat energy not only
to district heating suppliers but also to industrial customers,
including Heineken Hungaria. With respect to these contracts,
ALTEO continued to provide a stable and predictable
performance.

The segment’s EBITDA Il for 2022 was HUF 15.7 billion, a 84%
increase over the previous period, primarily attributable to the
following factors:

« The significant rise in electricity market prices was
coupled with an increase in spark spreads (specific
coverage available from electricity generation with gas
engines), as a result of which the profit from schedule-
based electricity generation significantly exceeded the
profit of the base period.

+ In 2022, the Virtual Power Plant realized higher margins on
the balancing reserve capacity market relative to the prior
period, under volatile market conditions.

+ As a result of significant growth in 2022, the Renewable
Production Management (RPM) business became the
market leader in terms installed capacities of solar power
plants, and as a result it increasingly contributed to the
profit realized by the segment.

+ The sales revenue of the FCR (formerly called primary)

regulatory capacity generated by the electricity storage
architecture increased by 320%, which was primarily due to
the second energy storage unit put into operation in Kazinc-
barcika in Q4 2021.

The achieved result arises from the aggregate effect of
several external and internal factors. The extreme market
prices (for both electricity and gas) had a positive effect on
profitability in the current period. The availability of major
industry producers, the increasing ratio of weather-dependent
capacities and, simultaneously, the higher volatility of the
demand-supply side of the electricity market continue to lead
to the appreciation of flexible electricity production capacities.

- The intensive capacity expansion projects of the previous
period as well as the improvement of the Virtual Power
Plant and the expansion of the RPM business received
positive feedback from the market.

+ The losses incurred on the heat production and sales
activities subject to price regulation have become marginal

as compared to dominant operations.

+ Windfall tax: HUF 2 billion for 2022, decreasing profits.

PRESENTATION OF THE MARKETS OF THE HEAT AND ELECTRICITY SEGMENT

The quantitative impact of the sale of structured electricity products on the segment’s profit

The 14% reduction in electricity production with our own
gas engines is mainly caused by reduced production levels
outside the heating season. With extremely high gas prices,
production equipment with limited thermal coverage is less
competitive in the market.

Another reason for the reduced rate of production is techni-
calin nature: a number of extensive maintenance operations
performed on gas engines in the current year resulted in their
lower availability compared to the previous period.

504 518
457 439
2021 2022
B FCR aFRR

Electricity production capacities sold by the Virtual Power Plant in 2021
and 2022 (@FRR: GWh; FCR: GWhsym)
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2021 2022

Electricity produced by our own gas engines and sold by the Virtual
Power Plant (GWh) in 2021 and 2022

The balancing reserve capacity sold by the Virtual Power Plant
saw a slight increase in terms of quantity and a significant gain
in terms of unit price, which had a fundamental effect on the
profit growth of the segment.
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Impact of heat energy production (district and industrial
heating) and sale on the segment’s profit

i

334

The economic performance of the Heat Energy Production

subsegment under review closed at a level comparable to 3
that of the previous period.

The volume of heat energy sold by the segment decreased
by 8% during the period, essentially due to weather condi-
tions. The 348% increase in revenues generated from heat
sales is fundamentally attributable to the feed-in tariffs set by
the authorities for Q4 2022 that were, on average, ten times
higher than average tariffs in the previous period. As a result
of the hedging policy applied by the Group, the costs to cover
the estimated resource needs for retail heat sales to final
consumers are fixed, ensuring low volatility for hedging in this

the subsegment.

2021 2022

B Industrial heating M District heating

Amount of heat sold by the segment (GWh) in 2021 and 2022

758
671
Changes in the amount of natural gas used for electricity
and heat energy production
The amount of natural gas used by the segment decreased
by 12%, in parallel with the reduction of both heat and
electricity production.

2021 2022

Amount of natural gas used by the segment (GWhGCV) in 2021 and 2022

1.3.2 RENEWABLES-BASED ENERGY PRODUCTION SEGMENT

Electricity production recognized in this segment comprises the profit or loss of all of ALTEO's power plants generating
electricity from renewable sources (solar, wind, hydro, landfill gas), with a part of their production still falling under the KAT
subsidy system, a part under the METAR system and another part within the balancing group managed by the ALTEO Virtual
Power Plant.

RENEWABLES-BASED ENERGY PRODUCTION

Ch
12.31.2022 12.31.2021 Change HUF million a:/nge
audited audited over previous year °
over previous year
data in HUF million
Revenue 5163 5007 156 3%
Capitalized own production - - - na.
Material expenses (967) (664) (303) 46%
Personnel expenses (219) (188) (31) 17%
Other revenues and Other expenses (243) (38) (205) 538%
EBITDA" 3734 4117 (383) (9%)
Allocated administrative expenses (205) (93) (112) 121%
EBITDAII 3529 4024 (495) (12%)

“ For a definition of EBITDA, see Section 1.1 Executive summary of key operating results.
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In June 2022, the name (Subsidized) and definition of the
segment changed.

The formerly ‘Subsidized' segment definition no longer
applies to power plants after the expiry of the KAT system.

In June 2022, it became necessary to change the name of
the segment to '‘Renewables-Based Energy Production' to
present the profit or loss of this segment irrespective of how
revenue is generated (METAR, KAT, free market), and it is a
homogenous group based solely on the renewable nature of
energy production.

Revenue from the Group's electricity production plants
selling electricity in the Renewables segment rose by HUF
156 million, largely due to the changes in feed-in tariffs. In an
effort to minimize risks, production by ALTEO's power plants
previously producing within the subsidized system, mainly
wind turbines, was hedged for 2022 so the impact of the price
increase in energy markets was less significant.

Of the HUF 303 million increase in material expenses, HUF
175 million is the result of a rise in scheduling and balancing
energy costs, which is the combined effect of increased
difficulties in scheduling due to changeable weather and the
rise in both regulation surcharge fees and balancing energy
fees simultaneously with energy market prices.

The increase in other expenses is mainly due to the price
supplement effect specific to the METAR system. The key
difference between the KAT and the METAR systems is that,
while fixed electricity feed-in tariffs are set for producers by
MAVIR as Buyer under the KAT selling system, power plants
selling under the METAR system sell the electricity they
produce to any buyer on the free market at free-market
prices. Under METAR system, after free-market sales, MAVIR
makes price adjustments with a view to the difference betwe-
en the contractual METAR price and the price considered as
market price as laid down by law in order to pay the corres-
ponding amount to or collect such amount from producers
(collectively: “price supplement”). From September 2021,
market prices were higher than the contractual METAR price
for the Gibart power plant; therefore, the Gibart production
unit recognized the cash flow to MAVIR as price supplement.

A major change was introduced in the legal environment for
the segment by Government Decree No. 197/2022 (VI.4.) on
windfall taxes. Power plants producing in the segment are not
within the scope of the Decree.

The composition of the portfolio is essentially identical to
that of the previous year, and with virtually same capacity, the
amount of electricity sold nearly equals that of last year.

1.3.3 ENERGY SERVICES SEGMENT

The Energy Services segment includes power plant operation
and construction services for third parties, maintenance
services as well as waste management and e-mobility
services. The Group also offers its customers engineering,
project development and project management services,

as well as main contractor construction services related to
energy investments and developments, under individual
orders and contracts. Furthermore, it contributes to expanding
the production capacity of other ALTEO segments offering
project management support.
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131782 136 339

10 940 7272
4398 3871
2021 2022

B \Wind M Solar [ Hydro Landfill Gas

Quantities sold and their breakdown
for 2021 and 2022 (MWh)

Three 2MW wind turbines were added to the Wind Turbine
portfolio in the segment in the second half of the year,
although this was only a transfer between segments

instead of new acquisition. Technical malfunction only
affected production at the tower in Torokszentmiklos, impac-
ting both seasons; the malfunction was fixed in Q1 2022, and
production has been running smoothly ever since.

For solar power plants, production capacity was the same as
last year; however, as warranty issues with the inverter of the
solar power plant in Balatonbereny affected 2021 as well, but
were fixed in Q4 2021, the solar park was restored to full
capacity by 2022, achieving a 20% (+1.6MW) increase in
production.

Hydropower plants experienced a decline in production due
to extreme drought.

The greatest volume of services provided by the business
line is used by major players in the Hungarian industry (e.g.
MOL Petrolkémia, BorsodChem, Budapest Power Plant,
FOTAV, Heineken, Uniper, etc.), for whom the reliable and
stable operation of energy infrastructure is critical. The
services provided to them are typically implemented in the
framework of construction and/or long-term operation and
maintenance contracts with high added value.
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In 2022, the segment realized a negative EBITDA Il of HUF
448 million. The reason for this, in part, is the reorganization,
and a shift in the priorities of, the Business and Project
Development division and, in part, the one-off and integration
costs of acquisition in the Waste Management business.

Operation and maintenance performed for third parties was
at nearly the same level this year as in 2021. This is primarily
due to ALTEO being awarded a contract for the operation of
Borsodchem's new gas turbine power plant in 2022 involving
higher one-off initial costs this year. With this new contract and
the renewal of the contract for the operation of the previous
power plant unit until 2037, ALTEO is now responsible for the
operation of Borsodchem's energy supply system, ensuring
ALTEO's enhanced capacity to generate revenue.

In 2022, the activities of the Business and Project Develop-
ment division were focused on internal construction projects,
while considerable revenue from a single third-party project
contributed to profits in 2021. As a result of the research and
development project with state funding, ALTEO received a
direct government grant of approx. HUF 100 million. ALTEO's
production capacity was boosted by the gas engine
reconstruction projects supporting the Energy Production
division. In addition, bearing in mind the changed economic
situation, a Business Development Group was set up within
the division to perform the sales activities required for
securing external projects that underpin the results of the
coming periods.

Therefore, the division closed a less profitable year in 2022
due to lower revenue and higher operating costs. At the same
time, it has improved prospects for profitability as a result of
research & development, and business development
activities.

ENERGY SERVICES

Relying on years of professional expertise and experience,

in 2022, the Maintenance business almost doubled its
revenue from maintenance and repair carried out for third
party partners year-on-year, while external and personnel
costs decreased. Consequently, the business recorded a
considerably higher profit during this year. The business has
reached an important benchmark by successfully completing
its first foreign project, the maintenance of a gas power plant
for Uniper in Slovakia.

Lower profitability in the Waste Management business
compared to 2021 was primarily due to the significant, albeit
one-off, integration costs related to the acquisition of FE-
GROUP INVEST Zrt. The company active in the treatment

and recycling of inorganic waste will increase ALTEO Group's
bottom line from 2023 on. Profits from organic waste mana-
gement have seen a significant boost by the agreements
signed in 2021, which resulted in an increase in the volume of
packaged waste. Our multinational customers are increasingly
pressing for green solutions. The liquid waste market is driven
by the raw material demand of biogas power plants leaving
the KAT system.

Compared to the previous period, in 2022 the e-mobility
business generated a considerably substantially higher
revenue in B2B sales (supplying EV chargers to
condominiums, hotels and other institutional buildings), that
is, it has successfully entered this market segment. At the
same time, due to high external costs typical for this market,
the business performed only slightly better than in 2021. In
addition, we are preparing for strategic cooperation with
companies and retail chains that have a large population
outreach, ultimately allowing ALTEO to increase the number
of its EV chargers with a view to improve its position in the
public charger market.

Ch
12.31.2022 12.31.2021 Change HUF million f/“ge
audited audited over previous year °
over previous year
data in HUF million
Revenue 5088 3305 1782 54%
Capitalized own production 218 135 82 61%
Material expenses (2 675) (1379) (1296) 94%
Personnel expenses (2 116) (1.413) (703) 50%
Other revenues and Other expenses (93) 48 (141) (295%)
EBITDA" 421 696 (275) (40%)
Allocated administrative expenses (869) (731) (138) 19%
EBITDAII (448) (35) (413) 1181%

* For a definition of EBITDA, see Section 1.1 Executive summary of key operating results.

1.3.4 ENERGY RETAIL SEGMENT

The Group's energy trading activity involves selling electricity
and natural gas on the free market. The Group does not
pursue any sales activities under universal service.

As a consequence of the price explosion in the world
market, the income and expense figures for the segment
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increased significantly compared to the previous year. Due to
the repositioning of the segment, this does not entail an
increase in the size of the portfolio. The world market
conditions have changed, and so a portfolio of the

electricity segment has been optimized, which led to a
significant reduction in volume, but also to a higher electricity
revenue and margin level.
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RETAIL ENERGY TRADE

12.31.2022 12.31.2021 Change HUF million Che:/nge
audited audited over previous year over rev?ous ear
data in HUF million P y
Revenue 24939 16 370 8569 52%
Capitalized own production - - - na.
Material expenses (22 202) (14 690) (7 512) 51%
Personnel expenses (168) (114) (55) 48%
Other revenues and Other expenses 33 (154) 187 (121%)
EBITDA" 2601 1412 1189 84%
Allocated administrative expenses (142) (133) (9) 6%
EBITDAII" 2459 1278 1181 92%
* For a definition of EBITDA, see Section 1.1 Executive summary of key operating results.
The segment-based distribution of the value presented in the tables as administrative cost is represented by EBITDA II. See the subsections of 1.3
The profitability of the segment was further enhanced by the
fact that ALTEO has been able to react to extreme volatility %
more rapidly than its major competitors, due to its dynamic 511

and flexible operating methods. A further increase in the profit
is caused by the fact that the electricity booked but not used
by customers could be sold at high SPOT and balancing
prices. The volume of natural gas sold decreased from
307GWh to 219GWh (-29%), mainly due to the mandatory
savings required from most consumers by the government.
The average sales price increased sharply (55%), which is
attributable, on the one hand, to lower competition on the
supply side and, on the other hand, high world market prices.

The volume of electricity sold decreased from 511GWh
to 319GWh (-38%) as a result of a portfolio clean-up
implemented to reduce risks. In line with the market and
seasonal trends, the average sales price grew by 165%.

The segment’s revenue in 2022 increased by HUF 8.57 billion
compared to 2021. Within the segment, there was a
significant increase in sales revenue from both natural gas
and electricity as a consequence of world market conditi-
ons. The electricity trading business accounts for a large
portion of this revenue growth (HUF 8.17 billion), while the
revenue generated by gas trade increased by a mere HUF 0.39
billion.

1.3.5 OTHER SEGMENTS

Natural gas Electricity

M 2021 W 2022

Changes in the volume of natural gas and electricity sold in 2021 and 2022 (GWh)
Material-type items are dominant in the expenses of the
Energy Retail segment. Natural gas and electricity procured
and resold is presented under material expenses.

The segment's EBITDA was up by a total of HUF 1.18 billion
compared to 2021.

The Other segment presents activities that cannot be directly attributed to any of the business lines, in part or in whole. These
include activities relating to administration, presence on the capital markets or those necessary for leveraging future growth

potential.

OTHER SEGMENTS

Ch
12.31.2022 12.31.2021 Change HUF million ?/nge
audited audited over previous year °
over previous year
data in HUF million

Revenue 5 (5) (93%)
Capitalized own production - - na
Material expenses (323) (261) (62) 24%
Personnel expenses (717) (699) (18) 3%
Other revenues and Other expenses (8) (1) (8) 1350%
EBITDA" (1048) (955) (93) 10%

" For a definition of EBITDA, see Section 1.1 Executive summary of key operating results.
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The profit or loss of the Group's Other segment is determined by the human resource related and other material costs necessary

to perform the above functions. Higher administrative costs are primarily attributable to the increase in material expenses brought
on by growing consultancy and legal costs, and a increased vehicle tax being factored into vehicle rental fees (from July 1, 2022).
The increase in personnel expenses is the result of an overall pay raise and an increase in staff numbers as well as the launch of the
2024-2025 ESOP, mitigated by a decrease in employer contributions from 17% in 2021 to 13% in 2022.

Within other expenditures, the increase relative to the comparative period was primarily attributable to the support provided to
UNICEF in the context of the war in Ukraine, and by the general cost increase corresponding to the Group's growth.

1.4 EXECUTIVE SUMMARY ON THE CONSOLIDATED STATEMENT OF FINANCIAL POSITION

The Group's closing statement of financial position total was HUF 100,020 million as at December 31, 2022. The balance sheet
total was HUF 60,761 million as at December 31, 2021. The balance sheet total increased by 65%.

diff./ ratio
STATEMENT OF FINANCIAL Year ending on || Year ending on to state-
(Negari\(/)es \I/LIl(t)J:s-aArziEe-lr-\ited by 12/31/2022 12/31/2021 change % diff. Value f:*r‘l‘::‘]tcf:l
parentheses.) HUF thousand | HUF thousand position
total

Non-current assets 34 941 457 31370772 3570685 9%
Property, plant and equipment Q. 27 843737 25738 088 8% 2105 649 5%
Other intangible assets Q. 2 417 675 2516 820 (4%) (99 145) (0%)
Operation contract assets Q. 925 860 1052 216 (12%) (126 356) (0%)
Rights of use Q. 2 016 580 1766 502 14% 250 078 1%
Goodwill 9. 735913 - 0% 735913 2%
Deferred tax assets 8. 31990 71395 (55%) (39 405) (0%)
Long-term deposits or loans given 11. 069 602 225 651 330% 743 951 2%
Long-term participation in associate 12, 100 100 0% - 0%
Current assets and assets held for sale 65 078 937 29 389 976 121% 35 688 961 91%
Inventories 13. 1779133 1076 779 65% 702 354 2%
Trade receivables 14. 24 562 537 4 425 345 455% 20137 192 51%
Short-term lease assets 10. - - 0% - 0%
Emission allowances 15. 1521 340 2395525 (36%) (874 185) (2%)
Other financial assets 16. 8 500 254 8627 136 (1%) (126 882) (0%)
Other receivables and accruals 17. 12 057 221 Q155 718 32% 2901503 7%
Income tax receivables 7. 103 124 30 220 539% 162 904 0%
Cash and cash equivalents 18. 16 465 328 3679 253 348% 12 786 075 33%
TOTAL ASSETS 100 020 394 60760 748 65% 39 259 646 100%
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diff./ ratio

STATEMENT OF FINANCIAL Year ending on || Year ending on to state-
POSITION - LIABILITIES o . ment of
(Negative values are denoted by e lienze L2 e v diff. Value financial
parentheses.) HUF thousand § HUF thousand position
total

Equity 26 687 862 19 009 318 40% 7678 544 20%
g::x;:‘yt :::t:t:?:at:?le to the shareholders of the 26 602 913 18 999 287 40% 7603 626 19%
Issued capital 201 249 066 242235 0,028199889 6831 0%
Share premium reserves 20.2 6573148 5375 369 22% 1197 779 3%
Reserve for share-based payments 20.3 (1 459 544) (206 875) 606% (1 252 669) (3%)
Hedge reserve 20.4 2 069 245 5306 431 (61%) (3237 186) (8%)
Conversion reserve 20.5 - - N/A - 0%
Retained earnings 205 19 170 998 8282127 131% 10 888 871 28%
Non-controlling interest 20.6 84 949 10 031 747% 74 918 0%
Long-term liabilities 26 716 632 24 490 928 9% 2225704 6%
Debts on the issue of bonds 21 12 658 274 12 658 274 0% - 0%
Long-term loans and borrowings 22. 6 670 051 6 583 098 1% 86 953 0%
Finance lease liabilities 23. 1848 597 1687 704 10% 160 893 0%
Deferred tax liabilities 8. 2248 154 1487 761 51% 760 393 2%
Provisions 24. 1247 765 044 136 32% 303 629 1%
Deferred income 25. 805 775 593 865 36% 211 910 1%
Other long-term liabilities 26. 1238 016 536 090 131% 701926 2%
Short-term liabilities 46 615 900 17 260 502 170% 29 355 398 75%
Short-term bond payables 21. - 2312138 N/A (2 312138) (6%)
Short-term loans and borrowings 22. 7185732 419 778 1612% 6 765 954 17%
Short-term finance lease liabilities 23. 391 600 237 744 65% 153 856 0%
Advances received 27. 1499 254 8989 16 579% 1490 265 4%
Trade payables 28. 11 282 617 4 546 408 148% 6 736 119 17%
Other financial liabilities 29. 324 160 - N/A 324 160 1%
Other short-term liabilities and accruals 30. 24 885 619 9 328 196 167% 15 557 423 40%
Income tax liabilities 7. 1046 918 407 159 157% 639 759 2%
TOTAL EQUITY and LIABILITIES 100 020 394 60 760 748 65% 39 259 646 100%

Note references in the table refer to sections in Chapters IV and V of the ALTEO Group's 2022 IFRS statements.

ANALYSIS OF MAJOR COMPONENTS IN THE STATEMENT OF FINANCIAL POSITION AND THEIR CHANGES
Non-current assets:

The value of non-current assets increased by HUF 3.6 billion in the current period, primarily as a result of the acquisitions
of FE-Group Invest Zrt. and Edelyn Solar Kft. In addition, there was an increase of HUF 0.7 billion in long-term deposits or
loans attributable to the still prevailing volatile environment and market situation.

Current assets:

Current assets of HUF 65.1 billion represent a HUF 36 billion (121%) increase compared to the 2021 closing value, resulting
from significant changes in the following items:

Cash increased by HUF 12.8 billion compared to the closing assets of the previous period, representing a 348% growth. The
closing cash position for the current year reflects the impact of the HUF 6 billion parent company loan disbursed at the end
of the year and the temporary timing difference between customer and supplier payments. Changes in cash balance are
presented on an item-by-item basis in the consolidated Statement of Cash Flows, see Section 1.5.
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The substantial amount of cash assets reflects the year-end situation on that specific date. It is warranted by significant
intra-month fluctuations due to inflated energy market prices and a heightened margining risk.

Trade receivables, and other receivables and accruals show a HUF 23 billion increase compared to the base period, rep-
resenting a 159% growth, owing primarily to the aforementioned rise in energy prices, especially heat prices.

The HUF 0.9 billion portfolio of Emission allowances represents a 36% decline as a result of the quantity required to comply
with the annual return obligation of the CO2 quota being purchased later than in the previous year (after the reporting date),
offset by a HUF 100 million increase in the EEOS quota.

Other financial assets from the valuation of forward transactions stood at HUF 8.5 billion, a HUF 127 million 1% decrease
compared to the closing assets of the base year. The change in the balance is attributable to the differences between the
revaluation of hedging derivative transactions outstanding on the reporting dates, the change in the composition of
positions on the reporting date and changes in other payment accounts kept separately. The impact of hedges is presented
in the section on comprehensive income, see Section 1.2.

Equity components:

AThe equity of the Group showed a HUF 7.7 billion increase in 2022. The growth of equity resulted from the profit of 2022
and the effects of hedging transactions. For more information, see Section 1.6 of the Equity table.

Long-term liabilities:
The Group's long-term liabilities rose by HUF 2.2 billion, i.e. by 9%.

Deferred tax liabilities increased by HUF 760 million as a result of the mechanism introduced to offset the income tax effect
of different depreciation rates and other items of taxation and accounting between years.

Under other long-term liabilities, a change in liabilities was recognized at HUF 702 million, representing an increase which
includes the employee share ownership program newly launched this year.

Long-term finance lease liabilities rose by HUF 161 million to HUF 1,849 million. The liabilities relating to rights of use as
regulated in IFRS 16 are presented in this line. The obligations relating to the right of lease of the land belonging to the wind
turbines of the Bény and Babolna wind farms, as well as the new obligations arising from the renewal of the right of use of
the land belonging to the Zugloé and Kazincbarcika heat power plants, and the right of use of the hall in Polgar, and liabilities
relating to the rights of use of other leased property, office space and vehicles.

Short-term liabilities:

Short-term liabilities increased by a total of HUF 29.3 billion, i.e. by 170%, compared to the 2021 closing value, driven by
significant changes in the following items:

Short-term loans and borrowings increased by HUF 6.8 billion compared to the closing stock of the previous period. The
closing portfolio for the current year includes the HUF 6 billion parent company loan disbursed at the end of the year, which
is also included in the cash balances.

Trade payables, and other short-term liabilities and accruals show a HUF 22.3 billion increase compared to the base
period, representing a 161% growth, owing primarily to the aforementioned rise in energy prices and the impact of the
temporary delay in trade payables.

1.5 CONSOLIDATED STATEMENT OF CASH-FLOWS FOR THE 12-MONTH-PERIOD ENDING
ON DECEMBER 31, 2022

The Group closed 2022 with a cash increase of HUF 12.6 billion. The Group's business operations generated an increment of
HUF 16.7 billion, while HUF 4.3 billion was spent on investment projects. The Group presents the cash-flow changes arising
from changes in the statement of financial position (indirect cash-flow).
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CASH FLOW Note
(Negative values are denoted by parentheses)

12/31/2022
HUF thousand

12/31/2021
HUF thousand

Profit or loss before taxes 15756 735 7 072 268
(Interest income) and interest expenses, net 6. 1047 392 971977
Depreciation 9. 3527 162 3936 669
Recognition of impairment in profit or loss 4. 354 801 132 601
Scrapping of production and other machinery 4. 2298 12 612
Provisions recognized (released) 24. 265 959 93 643
Provisions for asset retirement obligations recognized and (released) - IAS 16 24. (229 103) (54 180)
Deferred income increase (decrease) 25. 211 910 157 001
Effect of other comprehensive income 20.4 (3739 230) 4 682 760
Share-based payment cost 20.3 830 840 261275
Changes in deferred taxes 7. 1107 592 197 356
Effect of income taxes on profit or loss 7. (2 913 444) (1214 818)
Net cash-flow of business activity without change in current assets 16 222 912 16 249 164
Change in inventories 13. (552 051) (634 157)
Changes in emission allowances 15. 874185 (1552 037)
Change in trade receivables, other receivables, accrued income and deferred charges 14. (22 793 522) (6 597 459)
Change in other financial assets 16. 126 882 (6 831154)
Change in trade payables, other liabilities, accrued expenses and deferred income 28. 21380 533 6784178
Advances received (final settlement -) 27. 1490 265 (37 511)
Cash flow from business activities (use of funds) 16 749 204 7 381024
Interests received on deposits and investments 6. 533 791 41355
Purchase of production and other machinery, and intangible assets [e} (3 508 491) (3534 766)
Investment in acquiring businesses (net of cash) 32. (505 930) -
Revenue from the sale of production and other machinery, and intangible assets 9. 3268 8 870
Change in lease assets 10. - 128 949
Long-term loans or deposits given - lending 11 (744 309) (131 395)
Long-term loans or deposits given - repayment 11 - -
Cash flow of investment activities (cash outflow) (4 311 671) (3 486 987)
Interest paid on bonds and loans 21, 6. (895 240) (770 035)
o swous eweno
Bonds repaid 21 (2 343 630) -
Capital increase, purchase of own shares 201 1133 865 -
Changes in ESOP cash and cash equivalents and other transactions with owners 20.3 (1 434 680) (93 382)
Dividend payment 205 (1933 001) (455 275)
Cash flow from financing activities 166 662 (3680 561)
Changes in cash and cash equivalents 12 604 195 213 476
Opening cash and cash equivalents 18. 3679 253 3455 045
Cash exchange gains/losses 181 880 10 732
Closing cash and cash equivalents 18. 16 465 328 3679253
Note references in the table refer to sections in Chapters IV and V of the ALTEO Group's 2022 IFRS statements.
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1.6 CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE 12-MONTH-PERIOD

ENDING ON DECEMBER 31, 2022

STATEMENT OF CHANGES IN EQUITY IN THE PERIOD
BETWEEN 01/01/2022 - 12/31/2022

IMPLEMENTATION OF THE EMPLOYEE SHARE AWARD
PROGRAM: In the context of ALTEO's employee program in
2021, the awardees of the program received share benefits.
Under the Company's employee share award program, the
Company distributed 1,267 ALTEO ordinary shares in January
2022 to employees who were eligible under the Company's
recognition plan..

CAPITAL INCREASE THROUGH PRIVATE PLACEMENT: The
ordinary share capital increased by a total of HUF 1.137 billion
through the issue of 545,200 shares.

DIVIDEND PAYMENT

Based on ALTEO's 2021 annual report, the General Meeting
approved dividend payment in its resolution of April 19, 2022.
In H1 2022 dividends of HUF 2,015 million were distributed.
The Board of Directors resolved to pay dividends from the
available retained earnings supplemented with the profit after
taxation of the Company in the previous fiscal year calculated
in accordance with Section 39(3a) of Act C of 2000 on
Accounting, and the subsidiary dividends established for 2021,
which corresponds to HUF 103 gross per share (excluding
treasury shares owned by the Company). Furthermore, the
General Meeting authorized the Board of Directors to adopt
the resolutions specified in Section 18 of the Articles of
Association, and any other decisions necessary in relation to
the payment of dividends with due regard to effective laws.

CAPITAL MOVEMENTS RELATED TO THE EMPLOYEE SHARE
OWNERSHIP PROGRAM (ESOP):

Pursuant to the provisions of IFRS 2, the Issuer presents

the asset items of the ALTEO ESOP Organization in its
consolidated statements. The Issuer manages the following
ESOP programs:

ESOP Program [l (2020) (Share-based payments reserve I)

1.7 OTHER FINANCIAL INFORMATION

Remuneration Policy of the ALTEO ESOP Organization for 2024
(Share-based payments reserve II)

Remuneration Policy of the ALTEO ESOP Organization for 2025
(Share-based payments reserve 1l)

Cash transferred to ESOP: Under the 2024 and 2025
Remuneration Policies of the Employee Share Ownership
Program Organization, ALTEO transferred HUF 1.435 billion in
cash to the ESOP Organization as collateral for the shares to
be issued.

The Remuneration Policies for 2022-2024 and 2022-2025 are
accounted for in profit or loss in accordance with IFRS 2, as fair
value liabilities recognized as pro rated personnel expenses.

Until the Liabilities are settled, the Company provides
coverage for these outstanding and future liabilities by
realigning the Reserves. The HUF 1.435 billion capital
component stated in the accounts is intended to cover the
benefits of the remunerated employees. Once the benefits are
transferred, they are stated in the Issuer's books as financially
settled liabilities.

Dividends paid to ESOP: The ALTEO ESOP Organization is
entitled to receive dividends on the treasury shares received
and on the ALTEO shares obtained from the capital markets
for cash.

Recognition of employee share benefits against profit or loss:
The vesting period of ALTEO's 2020 Employee Share
Ownership Program Remuneration Policy will end in the
current year. In relation to the Program, expenditures of HUF
184 million were recognized against equity for 2022.

COMPREHENSIVE INCOME:

The increment from comprehensive income amounted to
HUF 9,6 billion in 2022.

1.7.1 DISCLOSURE OBLIGATIONS OF THE IAS 34 16A, IFRS 8 OPERATING SEGMENTS

ALTEO GROUP MANAGEMENT STATEMENT - FINANCIAL STATEMENT BY ACTIVITIES

12.31.2022 Heat aqd Renewables- Retail Other Admin- tems
electricity based Energy ; ) eliminated
. . energy seg- istrative Total
data in HUF million productionand  energy services trade ments costs due to con-
management  production solidation
Revenue 80 897 5163 5088 24939 - - (13059) 103027
Capitalized value of own production 141 - 218 - - - - 359
Material expenses (56 631) (967) (2 675) (22 202) (323) (709) 13059 (70 449)
Personnel expenses (1 436) (219) (2116) (168) (717) (1296) - (5 952)
Other revenues and Other expenses (6 447) (243) (93) 33 (8) (7) - (6 765)
EBITDA" 16 525 3734 421 2601 (1048) (2 012) - 20221
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ALTEO GROUP MANAGEMENT STATEMENT - FINANCIAL STATEMENT BY ACTIVITIES

2021.12.31. Heat and Renewables- Retail Other Admin- tems
electricity based Energy ener seq- istrative eliminated Total
data in HUF million production and energy services tradgey me%ts costs due to con-
management  production solidation
Revenue 24 285 5007 3305 16 370 5 (5) (4 717) 44 249
Capitalized value of own production 85 - 135 - - 23 - 243
Material expenses (12 802) (664) (1379 (14 690) (261) (545) 4717 (25 625)
Personnel expenses (880) (188) (1413) (114) (699) (899) - (4 192)
Other revenues and Other expenses (1646) (38) 48 (154) (1) (5) - (1796)
EBITDA" 9042 4117 696 1412 (955) (1431) - 12 880

* For a definition of EBITDA, see Section 1.1 Executive summary of key operating results.

The segment-related information provided to the chief
operating decision maker was made available and disclosed
in Section 1.3 Executive summary on the performance of the
segments. That section includes a description of the changes
in the segmentation basis or the measurement basis of the
segment result as compared to the data included in the latest
annual financial statements.

The assets and liabilities of individual segments are not
presented to the Chief Decision Officer; consequently, there is
no content to be displayed as part of the statements.

The Group presents the key clients of each segment in
accordance with the economic interests of the Group.

The aggregate “Totals" of segment data correspond to the
descriptions and amounts stated in the consolidated interim
statements of income presented in this document. “ltems
eliminated due to consolidation” represent the turnover
between individual segments. Measures of the segment
result: revenue, EBITDA (interoperable segment measures
and financial indicators), kWh, Mwh, Gwh, natural measures
(non-interoperable segment measures, non-financial
indicators) Employee headcount is a characteristic of the
Group, rather than a financial indicator.

1.7.2 THE BASIS FOR PREPARATION OF THE FINANCIAL
STATEMENTS

Disclosure by the Group is in compliance with the rules
described in the “Introduction” part. Along with its financial
reports, the Group ensures the appropriate availability of such
disclosed data.

1.7.3 ACCOUNTING POLICIES AND CHANGES TO STANDARDS

The Group's accounting policies are identical with those
disclosed for the reporting date of 12/31/2021.

1.7.4 IMPACT OF CONSTRUCTION AND INSTALLATION
CONTRACTS

Revenues relating to ongoing projects are presented by the
Group in accordance with the rules of the IFRS 15 standard.
The Group registers its costs concerning the construction/
installation contracts separately for each project. Using the
costs incurred during the implementation of the projects as
the projection base, revenues and claims from customers are
shown in relation to the analysis and probability of the stage of
completion and the envisaged (expected) profit.

208 /

1.7.5 CHANGES IN THE REPORTING SYSTEM

The Group's management is committed to the transparent
presentation of the Group statement of financial position,
profits and segment profit or loss. The comprehensibility of
presentation and the segmenting of activities are reviewed
each year and in each report. Clarifications were made in
the reporting period as presented in the description of each
segment.

1.7.6 UNCERTAINTY FROM ESTIMATES AND DISCLOSURES
ON FAIR VALUE MEASUREMENT

The Company's management uses estimates in several areas
when preparing its financial statements. Pursuant to the IFRSs,
the Group is required to disclose its information on fair value
measurement. These accounting estimates reflect the
management's best and most up-to-date knowledge in all
cases. The purpose of accounting estimates is to generate the
financial statements of the reporting period with the best
possible information content available at the time of the
preparation of the report. Any changes in the values of
estimates have an effect on the reporting period and the
subsequent period, but they have no retroactive effect.

In the preparation of the Group's financial statements, we
relied on estimates for presenting assets and liabilities.

The estimates applied give rise to uncertainties, and future
changes in estimates may cause significant deviations in the
following items:

- estimates concerning the depreciation of the fixed assets
(e.g. useful life),

- estimates concerning the creation of provisions
(e.g. methodology of calculation, indicators for determining

provisions),

- estimates concerning the evaluation of inventories and
receivables,

- estimates concerning fair value,

- estimates relating to construction and installation projects
(investment contracts),

- determination of the fair value of the contingent purchase
price.
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Reasons for the review of accounting estimates:
- changes in laws,
+ changes in the economic environment,
- changes in the operation, procedures of the company.

Procedures for the above estimates remained unchanged in
the reporting period.

Material impacts of the above estimates in the current period:

« For the purposes of this report, the estimate for forward
gas price transactions was prepared using the prevailing
gas futures prices. Gas futures are TTF stock market prices
quoted for the maturity date of the transaction. Public link:
https://www.theice.com/products/27996665/
Dutch-TTF-Gas-Futures/data?marketld=-1660891&span=2

+ The revaluation of gas price hedging transactions had a
material impact. Gas prices disclosed as at December 31,
2021 increased significantly in 2022. (For example, at the
reporting date of December 31, 2021, prices ranged
between EUR 63.85 and 65.42/MW for the maturity date of
Q4 2022, compared to prices disclosed at the date of the
2022 semi-annual report: EUR 149.355/MW for the
maturity date of Q4 2022. Indeed, the price change
exceeded 100%). Changes in the fair value measurement of
hedging transactions are influenced by the changes in gas
futures illustrated above.

+ The valuation of interest rate swaps resulted from the
change in BUBOR. Public link: https://www.mnb.hu/
monetaris-politika/penzpiaci-informaciok/
referenciamutato-jegyzesi-bizottsag/bubor

The changes in both estimation procedures were recognized
in other comprehensive income. In view of the dynamics of
market prices and changes in the environment, additional
future changes cannot be ruled out; consequently, changes in
estimates may exert a material impact in the coming periods
as well.

For the impact on accounting, see Section 1.2 Executive
summary on comprehensive income.

1.7.7 SEASONALITY, CYCLICALITY, UNUSUAL ACTIVITIES

The Group publishes its financial statements in accordance
with the IFRSs.

There are certain seasonal factors relating to its business to
be aware of. Important factors relating to the interpretation of
the periodical financial figures of ALTEO:

+ » the heating season (typically Q1 and Q4) is when a
substantial portion of the revenue generated by the Group's
heating power plants is realized

- « the strong season for wind farms is Q1 and Q4

- « the strong production season for solar power plants is Q2
and Q3

- » the construction and installation activity of the Enterprise
business line is adjusted to client needs based on individual
orders and typically entails high-volume projects and
accordingly, the comparability of individual periods is
limited by the varying volume and type of orders in
progress in the given period

ALTEO GROUP / INTEGRATED REPORT 2022

The production of the power plants listed above is described
in detail in Section 1.3.

The Issuer did not identify any events in its activity that may
have an impact on assets, liabilities, equity, net P&L or cash
flows and can be deemed unusual due to their nature, amount
or frequency.

1.8 HEADCOUNT DATA FOR 2022

The Issuer's closing number of staff on December 31, 2022
was 413 employees. It's statistical headcount in 2022 was 382.6
employees on average.

1.9 EPS INDICATOR

Ld. Konszolidalt Eves jelentés IV.34 pontban.

1.10 ENVIRONMENTAL FACTORS

Coronavirus-related measures, impact of the pandemic on
ALTEO's 2022

AThe aim of ALTEO GROUP is to ensure as safe as possible
working conditions for its staff and partners, the 100 percent
operation of its power plants and the continuous servicing of
its customers even in the event of the spread of the pandemic
across the country. For this reason, we have introduced
numerous precautionary measures that help minimize the risk
of the transmission and further spread of the coronavirus both
within and outside of the company.

In 2020 the coronavirus (COVID-19) pandemic had a truly
substantial impact on ALTEO Plc's electricity trading business
line only. In H1 2022 the economy did not grind to a halt.

In the market of Energy Business and Services, the impact
of the pandemic was primarily apparent due to the prudence
and deliberation observed in the investment and construction
zmarket as well as the market of pre-scheduled major
overhauls. The operation of power plants in the segment

was carried out reliably, with the appropriate precautionary
measures in place.

War-related measures, impact of the events on the year 2022
for ALTEO

A pivotal event in 2022, the war between Russia and Ukraine,
and the resulting macroeconomic and energy market shocks,
reflected mainly in high prices and unprecedented market
volatility, but at the same time, did not hamper the Group's
profitability.

1.11 NON-FINANCIAL REPORT

Section 1.15 of this Annual Report presents major changes in
the Group's structure, while Section 1.16 of the Annual Report
addresses other major events.
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1.12 THE COMPANY'S DETAILS

The Company's name

The Company's abbreviated name

The Company's name in English

The Company's abbreviated name in English
The Company's registered office

The Company's telephone number

The Company's central electronic mailing address
The Company's web address

The Company's place of registration,

date of registration and

company registration number

The Company's tax number

The Company's EU VAT number

The Company's statistical code

Duration of the Company's operation

The Company's legal form

Governing law

The Company's share capital

Date of the effective Articles of Association
The Company's core activity

Financial year

Place of publication of notices

ISIN code of the Shares

Stock exchange listing

Other securities

ALTEO Energiaszolgaltato Nyilvanosan
Mukoédoé Részvénytarsasag

ALTEO Nyrt.

ALTEO Energy Services Public Limited Company
ALTEO Plc.

1033 Budapest, Kérhaz utca 6-12.
+36 1 236-8050

info@alteo.hu

www.alteo.hu

ril 28, 2008

Cg.01-10-045985

14292615-2-44

HU14292615
14292615-7112-114-01

indefinite

public limited company
Hungarian

HUF 249,143,425

December 6, 2022 (effective from November 7, 2022)

Engineering activities and related technical consultancy

same as the calendar year

The Company discloses its notices regarding regulated
information on its website https://investors.alteo.hu/, on
the website of the BSE at www.bet.hu and on the www.
kozzetetelek.mnb.hu website operated by the Central
Bank of Hungary; furthermore, if specifically required by
the applicable law, the notices of the Company are also
published in the Company Gazette.

HU0000155726

19,931,474 shares of the Company have been listed on
the BSE in Premium category.

Bonds

ALTEO NKP/2029: registered bonds with a fixed coupon
rate, issued by private placement, having a face value
of HUF 50,000,000 and 10 years maturity, total face
value: HUF 8,600,000,000, listed on the BSE. ISIN code:
HU0000359252

ALTEO2031: registered bonds with a fixed coupon rate,
issued by public offering, having a face value of HUF
50,000,000 and a maturity of 11 years, total face va-
lue: HUF 3,800,000,000, listed on the BSE. ISIN code:
HU000036003
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The Company's Board of Directors

The Company's Supervisory Board

The Company's Audit Committee

The Company's Auditor

Shareholders of the Company with a share exceeding 5%

Attila Laszlo Chikan, Member of the Board of Directors
entitled to hold the title of CEO

Domonkos Kovacs, Member of the Board of Directors,
Deputy CEO, M&A and Capital Markets

Gyula Zoltan Mez6, Chairman of the Board of Directors
Zsolt Miillner, Member of the Board of Directors

Ferenc Karvalits, Member of the Board of Directors

Istvan Zsigmond Bakacs, Chairman of the Supervisory Board
Dr Istvan Borbiro, Member of the Supervisory Board

Péter Jancso, Member of the Supervisory Board

Dr Janos Lukacs, Member of the Supervisory Board

Attila Gyula Siit6, Member of the Supervisory Board

Istvan Zsigmond Bakacs, Chairman of the Audit Committee
Dr Istvan Borbiro, Member of the Audit Committee

Dr Janos Lukacs, Member of the Audit Committee

The Company'’s current auditor is BDO Magyarorszag
Koényvvizsgalo Korlatolt Felelésségu Tarsasag (registered
office: H-1103 Budapest, Kéér utca 2/A. C. ép.; company
registration number: Cg. 01-09-867785). The mandate of
the auditor is for the period from April 30, 2020 until the
date of adoption of the General Meeting's resolution on
the report for the fiscal year ending on December 31, 2022
or until May 31, 2023, whichever occurs earlier. The auditor
personally responsible for auditing the Company is Péter
Kékesi.

WALLIS ASSET MANAGEMENT Zrt.

ALTEO ESOP Organization

MOL RES Investments Zartkoriien Mikodo Részvénytar-
sasag, Riverland Private Equity Fund (Riverland Magan-
tékealap) and Fénix Private Equity Fund (Fénix Magantoé-

kealap), collectively as persons acting in concert within
the meaning defined in the Capital Market Act

1.13 INFORMATION ON THE OWNERSHIP STRUCTURE OF THE COMPANY AND VOTING
RIGHTS

1.13.1 COMPOSITION OF THE ISSUED CAPITAL, RIGHTS AND
OBLIGATIONS RELATED TO THE SHARES

The Company is a company established under Hungarian law
(governing law).

The Company was founded on April 28, 2008 as a private
limited company for an indefinite period of time. The legal

form was changed to public limited company as of September

6, 2010 and the Company was listed on the Budapest Stock
Exchange. The ordinary shares issued belong to the same
series and have the same rights. The rights related to the
shares of the Company are set out in the Civil Code and in the
Company's Articles of Association. The transferability of the
shares is not restricted.
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1.13.2 LIMITATION OF VOTING RIGHTS RELATED TO THE
SHARES

Pursuant to Section 9.8 of the Articles of Association of the
Company, a shareholder or holder of voting rights (hereinafter,
for the purposes of this section: “shareholder”) is required,
when notifying a change in their voting rights as defined in
Section 61 of Act CXX of 2001 on the Capital Market (“Capital
Market Act"), to submit a written declaration to the Board of
Directors concerning the composition of the shareholder group
and the nature of the relationship between the members of
such shareholder group, taking into account Section 61(5)

and (Q) of the Capital Market Act. Such notification obligation
applies to shareholders only if there has been a change in the
shareholder group since the publication of the previous notice.




In the event of failure to provide notification or full notification
regarding the composition of the shareholder group as
required in the previous sentence, or where the acquisition of
control is subject to a regulatory approval or acknowledge-
ment, which the shareholder had failed to obtain, or if there is
reason to assume that the shareholder has deceived the
Board of Directors concerning the composition of the
shareholder group, the voting right of the shareholder will be
suspended by the decision of the Board of Directors at any
time even after its entry into the share register, and may not
be exercised until the above requirement has been fully
satisfied. Furthermore, at the request of the Board of
Directors, shareholders are required to promptly make a
statement specifying who the ultimate beneficial owner

with respect to the shares owned, or the beneficial owner of
the shareholder is. If the shareholder fails to act upon such
request or if there is reason to assume that the shareholder
has deceived the Board of Directors, the voting right of the
shareholder is suspended and may not be exercised until the
above requirements have been fully satisfied. For the
purposes of this section, “shareholder group” means, with
respect to a particular shareholder, such shareholder and

the persons specified in Section 61(5) and (9) of the Capital
Market Act, whose voting rights related to their share must be
regarded as the voting rights of the shareholder concerned.
For the purposes of this Section, “beneficial owner” means
the person specified in Section 3(38) of Act LIIl of 2017 on the
Prevention and Combating of Money Laundering and Terrorist
Financing.Pursuant to Section 19(7) of the Act XVIIl of 2005 on

A Present shareholders of the Company based

on the share register as at December 30, 2022

District Heating, Section 95(3) of the Act LXXXVI of 2007 on
Electricity and Section 123(7) of the Act XL of 2008 on Natural
Gas Supply, in the case of an event relevant in terms of
company law or acquisition specified in these laws, in the
absence of the prior decision on approval or the
acknowledgement of the Hungarian Energy and Public Utility
Regulatory Authority (the specific form of consent is
governed by the given law, depending on the event relevant
in terms of company law, the range of acquisition, and the
nature of the license), the acquiring party shall not exercise
any right against the Company in respect of its interest
therein, except for the right to dividend, and shall not be
entered in the share register.

1.13.3 PRESENTATION OF INVESTORS WITH A SIGNIFICANT
SHARE

The majority shareholder of ALTEO as at December 31, 2022 is
WALLIS ASSET MANAGEMENT Zartkérien Mukodod Rész-
venytarsasag (registered office: H-1055 Budapest, Honved
utca 20, company registration number: Cg. 01-10-046529). The
ultimate parent company of the Group as at December 31,
2022 was WALLIS PORTFOLIO Korlatolt Feleldsségii Tarsasag
(registered office: H-1055 Budapest, Honved utca 20, company
registration number: 01-09-925865). The shareholders of this
entity are all private individuals

Ownership structure of the parent company (ALTEO Plc.) ba-
sed on the share register as at December 30, 2022.

Face value (HUF thousand) Ownership ratio (%)
. .

Wallis Asset Management Zrt. and its subsidiaries 128 475 153 436 51,57% 63,32%
Consortium led by MOL RES Investments Zrt. 24 888 - 0,99% -
ALTEO ESOP Organization 14 478 59067 581% 2.46%
the Superyisory Board and the Exeeutive Board 11429 11564 459% 477%
Own shares 78 94 0,03% 0,04%
Free float 69 795 71269 28,01% 29.41%
TOTAL 249143 242 329 100,00% 100,00%

The publicly issued shares of the Company are listed on the
Budapest Stock Exchange; the closing exchange rate of the
shares on the last trading day of 2022 (on December 30) was
HUF 2180, which is 134.4% higher than the same value in the
last year (HUF 930). Annual turnover was HUF 3.930 billion,
133% higher than in 2020.

1.13.4 ERS OF SENIOR EXECUTIVES

The information in this Chapter reflects the situation as at
December 31, 2022 and, therefore, does not include the
proposals of the Extraordinary General Meeting to be held on
April 3, 2023 and any decisions that may be taken on the basis
of such proposals, which may have an impact on the following.
The rules governing the appointment and removal of senior
executives and the amendment of the Articles of Association
are laid down in the Articles of Association of the Company and
the Civil Code. The Articles of Association of the Company are
available on the Company's website and other display points
(www.investors.alteo.hu; www.bet.hu; www.kozzetetelek hu).
The Board of Directors is the managing organ of the Company,
and exercises its rights and duties as a body. The members of
the Board of Directors are elected by the General Meeting for a
definite term of up to five years. The members of the
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Supervisory Board and the Audit Committee are elected by
the General Meeting for a definite term of up to five years. As

a general rule, the amendment of the Articles of Association

is within the competence of the General Meeting; however, in
the context of decisions made pursuant to Section 13.5 of the
Articles of Association, the Board of Directors has the powers
to amend the Articles of Association in compliance with the
relevant rules of the Civil Code Without specific authorization
from the General Meeting, the Board of Directors may not
make any decision on issuing shares.

In its Resolution No. 13/2019. (IV.26) ALTEO's General Meeting
repealed its previous Resolution No. 3/2015. (X1.10.) on autho-
rization, and authorized the Board of Directors to adopt a deci-
sion on the increase of the Company's share capital at its own
discretion, with at least four members of the Board of Directors
voting in favor. Pursuant to such authorization, the Board of
Directors may increase the share capital of the Company by up
to HUF 150,000,000, calculated at the face value of the shares
issued by the Company, in aggregate

(authorized share capital) in the five-year period starting on Ap-
ril 26, 2019. The authorization shall cover all cases and means
of share capital increase set out in the Civil Code, as well as
the restriction or exclusion of exercising preferential rights re-
garding subscription for and takeover of the shares, as well as
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the adopting of decisions relating to the share capital increase
otherwise delegated by the Civil Code and other laws, and by
the Company's Articles of Association to the competence of
the General Meeting, including any amendment of the Articles
of Association necessitated by the share capital increase.The
General Meeting of the Company adopted Resolution No.
11/2022 (IV.19.) to provide the Board of Directors with an autho-
rization for a period of 18 (eighteen) months starting on April 19,
2022, to adopt resolutions on the acquisition by the Com-

pany of shares of all types and classes and of any face value,
issued by the Company, supported by at least three quarters
of the votes that can be cast by the members of the Board of
Directors, and to enter into and perform such transactions for
and on behalf of the Company, or to engage a third party for
the conclusion of such transactions. The number of shares that
can be acquired based on the authorization shall not exceed
the number of shares with a total face value of twenty-five per
cent of the share capital, and the total face value of own shares

owned by the Company may not exceed this rate at any time.
The Company's own shares can be acquired for or without
consideration, on the stock market and through public offering,
or — unless the possibility is excluded by the law - in over-
the-counter trading. In the event of acquiring own shares for
consideration, the minimum amount of consideration payable
for one share may be HUF 1 (one Hungarian forint) and the
highest amount may be HUF 4,000 (four thousand Hungarian
forints). The authorization also applies to share purchases by
the Company's subsidiaries in such a way that the Company
may authorize the management of any subsidiary of the Com-
pany by means of resolutions of the members or shareholders
(resolutions adopted by the members’ meeting or the general
meeting) to acquire the shares issued by the Company accor-
ding to a resolution adopted by the Board of Directors under
the above authorization. The authorization of the General
Meeting will expire on October 19, 2023; the Board of Directors
has initiated its extension by an additional eighteen months.

1.14 PRESENTATION OF THE COMPANIES INVOLVED IN THE CONSOLIDATION

Subsidiaries mean the following companies (with specification of influence)

Name of Subsidiary,

Rate of influence

12/31/2022 AR

ALTE-A Kft. asset management (holding) 100% 100% 100%
A_LTEO Deutschlanq GmbH. development Qf an energy production portfoliq. as well ) ) 100%
dissolved undertaking as energy services for both wholesale and retail trade

ALTEO Energiakereskedd Zrt. natural gas trading 100% 100% 100%
ALTEO-Deponia Kft. electricity production 100% 100% 100%
ALTE-GO Kft. electricity production 100% 100% 100%
ALTEO-Therm Kft. electricity production, heat energy production 100% 100% 100%
Domaszek 2MW Kft. electricity production (solar power plant) 100% 100% 100%
ECO-FIRST Kft. treatment and disposal of non-hazardous waste 66.67% 66.67% 66.67%
EURO GREEN ENERGY Kft. electricity production (wind turbine) 100% 100% 100%
e-Wind Kft."W electricity production (wind turbine) - 100% 100%
HIDROGAZ Kft electricity production, hydrogas utilization - 100% 100%
Kazinc-BioEnergy Kft.® steam supply, air conditioning - 100% 100%
Tisza BioTerm Kft.4l steam supply, air conditioning - 100% 100%
Tisza-BioEnergy Kft.s! steam supply, air conditioning - 100% 100%
WINDEO Kft.® electricity production (wind turbine) - 100% 100%
Monsolar Kft. electricity production (solar power plant) 100% 100% 100%
Pannon Szélerému Kft. electricity production (wind turbine) 100% 100% 100%
Sinergy Energiakereskedo Kft.  electricity trading 100% 100% 100%
Sinergy Kft. steam supply, air conditioning, electricity production 100% 100% 100%
SUNTEO Kft. electricity trading and production 100% 100% 100%
Tisza-WTP Kft. water collection, treatment and supply 100% 100% 100%
EDELYN SOLAR Kft.[1] Business and other consultancy activities 100% - -
FE-GROUP INVEST Zrt.[2] Wholesale of waste and scrap, recycling 751% - -

1. As of July 1, 2022 (day of legal succession), it merged into EURO GREEN ENERGY Kft. For more details in this regard, please see Section 1.15.1.
2. As of July 1, 2022 (day of legal succession), it merged into EURO GREEN ENERGY Kft. For more details in this regard, please see Section 1.15.1.
3.As of July 1, 2022 (day of legal succession), it merged into EURO GREEN ENERGY Kft. For more details in this regard, please see Section1.15.1.
4. As of July 1, 2022 (day of legal succession), it merged into EURO GREEN ENERGY Kft. For more details in thisregard, please see Section1.15.1.
5. As of July 1, 2022 (day of legal succession), it merged into EURO GREEN ENERGY Kft. For more details in this regard, please see Section 1.15.1.
6. As of July 1, 2022 (day of legal succession), it merged into EURO GREEN ENERGY Kft. For more details in this regard, please see Section 1.15.1
7. As of July 21, 2022, ALTEO Plc. acquired a 100% share. For more details, see Section 1.15.3.

8. Consolidated by ALTEO Plc. as of October 1, 2022 as a 75.1% share. For more details, see Section 1.15.2.

As of December 31, 2022, Minaqua Kft. the company’s subsidiary was merged into FE-GROUP INVEST Zrt.
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1.15 CHANGES IN THE STRUCTURE
OF THE GROUP

1.15.1 MERGER OF EURO GREEN ENERGY AND OTHER
SUBSIDIARIES IN 2022

As an additional step in the process of streamlining the
corporate structure of the ALTEO Group, on March 7, 2022, the
Company decided to merge by absorption with its following
subsidiaries. In the context of the merger, as of July 1, 2022
(day of legal succession) the following companies under the
Company's direct and exclusive control merged into EURO
GREEN ENERGQGY Fejleszté és Szolgaltatéd Korlatolt Fele-
l6ssegu Tarsasag, operating with the Company as its sole
member:

+ WINDEO Korlatolt Felelésségu Tarsasag;

- e-Wind Szélenergetikai Korlatolt FeleléssegU Tarsasag;

- HIDROGAZ Energiatermeld Korlatolt Felelésségii Tarsasag;
- Kazinc-BioEnergy Korlatolt Feleléssegl Tarsasag;

- Tisza-BioEnergy Korlatolt Feleléssegu Tarsasag;

+ Tisza BioTerm Korlatolt Feleldssegu Tarsasag.

EURO GREEN ENERGY Kft. has become the general legal
successor of the merged companies.

1.15.2 FE-GROUP ACQUISITION IN 2022

ALTEO as buyer concluded a share purchase contract with
the natural person owner of FE-GROUP INVEST Zrt.
(registered office: H-1108 Budapest, Sirkert utca 2-4; company
registration number: 01-10-043873; hereinafter: "FE-GROUP")
as seller on transferring to ALTEO the ownership right of its
shares representing 75.1% of the HUF 1,000,000,000 share
capital of FE-GROUP. The conditions for closure detailed

in the share purchase contract have been fulfilled, and the
closure process has been successfully completed and, as
such, the ownership of the shares representing 75.1% of

the issued capital of FE-GROUP has been transferred to
ALTEO as of September 09, 2022. A 24.9% minority share of
FE-GROUP acquired by the Blue Planet Climate Protection
Venture Capital Fund, which exercises joint ownership with
ALTEO over FE-GROUP, as per the relevant percentages. In
addition to paper, metal and electronic waste acceptance
and recycling, FE-GROUP is engaged in complex waste
management activities, with a revenue of over HUF 3 billion
in 2021. FE-GROUP has been active in waste processing since
1994, and has ample comprehensive and integrated experi-
ence in the corporate and industrial submarkets, as well as in
the residential and municipal submarkets to a lesser extent.
The acquisition is fully in line with the Company's strategy,
updated at the beginning of 2022, which sets the objective
of further strengthening the Company's role in the circular
economy and sustainable management.

1.15.3 EDELYN SOLAR ACQUISITION IN 2022

ALTEO Plc. as buyer concluded a business quota purchase
contract with private individuals as sellers on transferring to
ALTEO their title to their respective business quotas
representing 100% of the HUF 3,000,000 issued capital of
EDELYN SOLAR Korlatolt Feleléssegu Tarsasag (registered
office: H 2183 Galgamacsa, Kiskut utca 11,; company
registration number: Cg. 13-09-218939; hereinafter: "EDELYN
SOLAR"). The closing conditions specified in detail in the
business quota purchase contract have been fulfilled.
Accordingly, ownership of the Target Company's business
quota was transferred to ALTEO as of July 21, 2022. In H1 2023,
EDELYN SOLAR is expected to start the development of a
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solar power plant with a capacity of nearly 20MW near
Tereske, after obtaining the necessary permits and

approvals. The implementation of the development is
expected to roughly double the solar power plant portfolio of
the ALTEO Group. The acquisition is fully in line with the
Company's strategy, updated at the beginning of 2022, which
sets the objective of further increasing renewable capacities.

1.16 MAJOR EVENTS

This section is intended to describe other financial information
and events with a financial impact that are either prescribed
by the applicable accounting standards or deemed by the
management to be material for shareholders.

Any material information that may have a significant impact
on the activity of ALTEO Group - outside of ordinary day-
to-day business operations - has been disclosed by the
Board of Directors continuously through the Company's
official disclosure points.

1.16.1 MAJOR EVENTS AT THE COMPANY RELEVANT
IN TERMS OF COMPANY LAW

At the ordinary General Meeting of the Company held on April
19, 2022, the following resolutions were adopted:

The General Meeting approved the Statement of Finan-
cial Position proposed for acceptance by the Company's
auditor regarding the Company's fiscal year ending on
December 31, 2021, along with the separate Financial
Statement (comprehensive income: HUF 6,262,118
thousand, total assets: HUF 34,833,009 thousand), the
business (annual) report and the report of the Board

of Directors prepared in line with the provisions of the
Accounting Act applicable to entities preparing their
annual report under the EU IFRS standards, as well as the
relevant written reports of the auditor, the Audit
Committee and the Supervisory Board.

The General Meeting approved the Consolidated
Statement of Financial Position proposed for acceptance
by the Company's auditor for the Company's fiscal year
ending on December 31, 2021, along with its
Consolidated Financial Statement (comprehensive
income: HUF 10,764,080 thousand and total assets: HUF
60,760,748 thousand) and business (annual) report
prepared in accordance with the IFRS standards, the
report of the Board of Directors, as well as the relevant
written reports of the auditor, the Audit Committee and
the Supervisory Board.

The General Meeting adopted the Corporate
Governance Report relating to the Company's 2021
operations with the proposed content.

The General Meeting adopted the Integrated Report of
the ALTEO Group for 2021 with the proposed content.

The General Meeting decided to pay HUF 1,996,145,562
as dividend from the free retained earnings (dividend
base) calculated in accordance with Section 39(3a) of
Act C of 2000 on Accounting and supplemented with

the profit after tax of the previous financial year and the
subsidiary dividends established after 2021, the details of
which are available in Section 1.6 Consolidated statement
of changes in equity.

The General Meeting has given the discharge to the
members of the Board of Directors in accordance with
Section 3:117 (1) of Act V of 2013 on the Civil Code, with
the conditions described therein.

The General Meeting adopted the Company's
Remuneration Report for 2021 with the proposed content.

The General Meeting acknowledged and accepted the
information provided on transactions involving treasury
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shares with the proposed content.

The General Meeting decided to extend the
authorization given to the Board of Directors regarding
own share transactions for eighteen months starting
from April 19, 2022 with the proposed conditions.

The General Meeting adopted the Company's Articles of
Association in a consolidated structure with the
amendments, with the proposed content.

\With its Resolution No. 3/2022 (IV. 20.), based on the
authorization granted by Resolution No. 13/2019 (IV. 26.) of

the General Meeting, the Board of Directors of the Company
decided to launch the process of increasing the share capital
of the Company by adding new shares (hereinafter: “New
Shares’) in a private placement (hereinafter: “Private
Placement’) as per Section 14 of the Capital Market Act. In the
framework of the Private Placement, the Company offered the
shares to one investor only, the ALTEO ESOP Organization, in
view of the Company's intention to provide the ALTEO ESOP
Organization with the amount of ALTEO ordinary shares
necessary to implement the Remuneration Policies for years
2024 and 2025, adopted by the Company as founder on the
same day. Accordingly, during the Private Placement process
the Board of Directors designated the ALTEO ESOP
Organization to receive all New Shares, and excluded the
shareholders' subscription rights and any preferential rights for
the New Shares.

Taking into account the preliminary statement of commitment
submitted during the Private Placement, the Board of
Directors set the issue price of New Shares at HUF 2,085

(i.e. two thousand and eighty-five forints). Accordingly, the
Board of Directors decided to issue a total of 545,200 New
Shares, and set the amount of the share capital increase at
HUF 6,815,000 (six million eight hundred and fifteen thousand
forints) at face value.

By Resolutions No. 4 and 5/2022 (IV. 20.), the Board of
Directors defined further details relating to the share capital
increase; it determined the details and due dates for
submitting the final statements of commitment, and for paying
up the capital; moreover, it decided on the amendment of
the Articles of Association, pending the success of the capital
increase.

The ALTEO ESOP Organization has fulfilled its preliminary
commitment in accordance with the conditions defined by the
Board of Directors, and provided the full consideration for the
total of 545,200 New Shares issued during the Private
Placement in accordance with the requirements;
consequently, the Company'’s share capital, as registered in
the company register, was raised to HUF 249,143,425.

The New Shares were created on May 19, 2022 under

an independent ISIN code (ALTEO22 shares; ISIN code:
HU0000196902), given that these New Shares were not
eligible for dividend for year 2021. After dividends for 2021
have been paid, eliminating the difference in nature between
the New Shares and the ordinary shares of ALTEO Plc., on July
29, 2022, the New Shares were converted into ordinary shares
of ALTEO Plc. in a proportion of 1:1 (ISIN code: HU0O000155726).
Based on the Resolution of the General Meeting on the
payment of dividend, the Company's Board of Directors
specified June 27, 2022 as the starting date of dividend
payment, and published the conditions of dividend payment
through the Company's official disclosure points on May 2,
2022.

Resignation of members of the Board of Directors,
Extraordinary General Meeting

On March 3, 2023, ALTEO informed Investors that Board

members Zsolt Mullner, Gyula Mezé, Ferenc Karvalits and
Domonkos Kovacs submitted their letters of resignation from
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their seats on the Board to the Chair of the Board of Directors.
The resignations relate to the transaction described in the
Company's announcement of December 17, 2022 and in
Section 1.16.10, whereby MOL RES Investments Zrt, Fonix
Private Equity Fund managed by Diofa Alapkezeld Zrt., and
Riverland Private Equity Fund managed by Indotek-
Investments Zrt. signed share purchase contracts with WALLIS
ASSET MANAGEMENT Zrt., ALTEO's majority shareholder,

on December 16, 2022 for the purchase of ALTEO ordinary
shares held by WALLIS representing a total stake of 61.557%.
The resignation letters take effect upon their acceptance by
the General Meeting of the Company and the election of new
Board members; and accordingly, an Extraordinary General
Meeting was convened.

On March 3, 2023, ALTEO informed Shareholders that it will
hold an Extraordinary General Meeting on April 3, 2023, as a
result of the above events. The invitation to the General
Meeting is available at the following link:
https./www.bet.hu/site/newkib/hu/2023.03./Meghivo_az
ALTEO_Nyrt._2023._aprilis_3._napjan_1 0_orai_kezdettel_meg-
hirdetett_rendkivuli_kozgyulesere_ 128852083

The proposals concerning the Extraordinary General Meeting
and the proposal of ALTEO shareholders with more than one
percent of votes to add items to the agenda of the Extraordi-
nary General Meeting are available at the following link:
https:/www.bethu/site/newkib/hu/2023.03./Az_ALTEO
Nyrt._2023._aprilis_3._napi_rendkivuli_ko zgyulesevel_kapcso-
latos_eloterjesztesek_-_2023.03.10. 128855305

https./www.bet.hu/site/newkib/hu/2023.03./Az_ALTEO

Nyrt._kozzeteszi_az_1_- ot_meghalado_szavazatokkal_rendel-
kezo_reszvenyesenek_a_kozgyules_napirendjenek_kiegeszi-

tese re_vonatkozo_javaslatat. 128855386

1.16.2 EVENTS AT THE COMPANY'S SUBSIDIARIES RELEVANT
UNDER COMPANY LAW IN THE PERIOD BETWEEN JANUARY
1, 2022 AND THE DATE OF PUBLICATION OF THIS ANNUAL
REPORT

Considering the number of its subsidiaries and the company
law events affecting them, in this chapter the Company only
addresses the major events of its subsidiaries relevant in terms
of company law; thus, in particular, decisions regarding changes
in personnel, establishments and branches will not be covered
below. Moreover, this chapter does not include events that have
already been presented in Section 1.15.

In 2022 ALTEO Plc. adopted the annual reports of the subsidiari-
es for 2021. The Company decided to pay dividends in the case
of the following subsidiaries:

Name of subsidiary: Amount of dividend:

EURO GREEN ENERGY Kft. HUF 1,300,000,000

Monsolar Kft. HUF 32,000,000

Pannon Szélerému Kft. HUF 1,100,000,000

SUNTEO Kft. HUF 40,000,000

In 2023 ALTEO Plc. adopted the annual reports of the
subsidiaries for 2022. The Company decided to pay dividends
in the case of the following subsidiaries:
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Name of subsidiary: Amount of dividend:

EURO GREEN ENERGY Kft. HUF 500,000,000

Monsolar Kft. HUF 40,000,000

Pannon Szélerému Kft. HUF 250,000,000

Domaszék 2MW Erému Kift. HUF 29,000,000

Sinergy Energiaszolgaltato,

Beruhazo és Tanacsado Kft. HUF 20,000,000

SUNTEO Kft. HUF 100,000,000

1.16.3 SECURITIES ISSUED BY THE COMPANY AND THEIR
CREDIT RATING

This chapter does not address the issuing of New Shares as
part of the capital increase presented in Section 1.16.1 as it is
included in the relevant chapter.

1.16.3.1 BONDS REPAID

On January 10, 2017, the Company issued a zero coupon

bond with a total face value of HUF 650,000,000 (ISIN code:
HU0000357405, name: ALTEO 2022/1). The Company's ALTEO
2022/1 bonds were repaid and therefore ceased to exist on the
maturity date, i.e. on January 10, 2022. In view of the
repayment, the Company had no other obligations to the
bondholders.On June 7, 2019, the Company issued a zero
coupon bond with a total face value of HUF 1,693,630,000
(ISIN code: HU0000359005, name: ALTEO 2022/11). The
Company's ALTEO 2022/1l bonds were repaid and therefore
ceased to exist on the maturity date, i.e. on June 7, 2022. In
view of the repayment, the Company had no other obligations
to the bondholders.

1.16.3.2 LAUNCH OF A BOND PROGRAM

In September 2022, ALTEO informed its investors that it
intended to launch a HUF 20 billion bond program starting
from Fall 2022, which based on the strategy updated and
published in January 2022 was primarily aimed at providing
the necessary funds for growth, as well as to partially finance
increased working capital needs, and to increase the safety
reserves in order to ensure that ALTEO could respond with
maximum flexibility to future opportunities and challenges
underlying exceptional market conditions. In this context, on
October 10, 2022, the Company published the Basic
Information Memorandum for the bond program, and the Final
Terms and Conditions relating to the ALTEO 2024/1 Bond at
the official disclosure points and also sent them directly to the
qualified investors invited to participate.

On October 17, 2022, the Board of Directors of the Company

informed investors that, in view of the turbulent financial and
capital market situation, it would postpone the bond market
auction for ALTEO 2024/1 Bonds announced for October 18,

2022 for up to 20 days.

Ultimately, however, the Board of Directors of the Company
re-examined ALTEO's financing needs, financial position and
expected development and, taking into account the
Company's then and likely future sources of financing and
their terms and conditions, and on November 3, 2022, it
decided not to proceed with the bond issue. Of course, this
does not exclude the possibility that ALTEO may still use this
capital market instrument at a later date during the 12-month
term of the bond program announced on October 10, 2022.
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1.16.3.3 REVIEW OF THE CREDIT RATING

In June 2022, Scope Ratings GmbH carried out the annual
review of the credit rating of the Company's bonds issued as
part of the Bond Funding for Growth Scheme, as a result of
which last year's credit rating was maintained, in other words
bond rating was confirmed at BBB-. The credit rating agency
also confirmed both the BB+/Stable issuer credit rating of the
Company and its S-3 short-term debt rating.

With regard to the planning of the bond issuing presented in
Section 1.16.3.2, Scope Ratings GmbH conducted a review of
the Company's senior unsecured bonds on October 4, 2022,
covering both the two bonds already issued under the Bond
Funding for Growth Scheme and the bond(s) planned to be
newly issued. As a result of the review, bond credit rating was
confirmed at BBB-, four grades above the minimum required
by the MNB. The credit rating agency also confirmed both the
BB+/Stable issuer credit rating of ALTEO and its S-3 short-
term debt rating. In the end, no new bonds were issued in
2022.

On December 20, 2022, Scope Ratings reviewed the
Company's rating, with a possible positive upgrade. For the
report of the credit rating agency, follow the link below:

https.//scoperatings.com/ratings-and-research/rating/
EN/173064

1.16.3.4 OWN SHARE TRANSACTIONS

Under the Company's employee share award program, the
Company distributed 1,267 ALTEO ordinary shares in February
2022 (through a transfer dated February 4, 2022) to employees
who were eligible under the Company's recognition plan.

The Company distributed 1,911 ALTEO ordinary shares (ISIN:
HU0000155726) to employees who were eligible under the
Company's recognition plan. The transfer was successfully
completed on February 7, 2023.

1.16.3.5 SHARE PURCHASE AND CAPITAL INCREASE BY THE
ALTEO ESOP ORGANIZATION

Based on its transactions announced on January 25, 2022, the
ALTEO ESOP Organization has purchased 135,700 ALTEO
ordinary shares from DAYTON-Invest Kft. (registered office:
H-1055 Budapest, Honved utca 20; company registration
number: 01-09-927201) and WALLIS ASSET MANAGEMENT
Zrt. (registered office: 1055 Budapest, Honved utca 20;
company registration number: 01-10-046529; hereinafter:
“WAM") and, so now it is in possession of all the required
shares, which can be distributed to eligible shareholders upon
fulfillment of the criteria set out in the 2020 Remuneration
Policy of the ALTEO ESOP Organization.

As it has been described in detail in Section 1.16.1, ALTEO's
Board of Directors decided to increase the share capital of
the Company by way of a private placement where a total of
545,200 New Shares went to ALTEO's ESOP Organization, the
only entity involved in the capital increase.
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1.16.3.6 STOCK TRACKING

At the Company's request, Kalliwoda Research GmbH and
ERSTE Befektetesi Zrt. (Erste Group Research) started tracking
the Company's shares.

The analyses are available at the following links:
http:/kalliwoda.com/pdf/ALTEO_Nyrt_Kalliwoda_Initiating
Coverage 2021 _Q4.pdf
http:/kalliwoda.com/pdf/ALTEO_Nyrt_Kalliwoda Compre-
hensive_Update_2022_Q1_Kalliworda%20Research.pdf

https.//www.erstemarket.nu/files/ALTEO _elemzes_20220530.
pdf

Kalliwoda Research GmbH updated its model following the
results of the first half of the year.

The analysis is available at the following link:
https:/kalliwoda.com/pdf/ALTEO_Nyrt_Kalliwoda_Compre-
hensive_Update_2022_Q2.pdf

Kalliwoda Research GmbH updated its model following the
results of the first three quarters. The analysis is available at
the following link:
https:/kalliwoda.com/pdf/ALTEO_Nyrt_Dr_Kalliwoda_Re-
search_Comprehensive_Update_2022_Q3.pdf

Erste Befektetési Zrt. updated its model following the results
of the first three quarters.

The analysis is available at the following link:
https./www.erstemarket.nu/tartalom/142332/al-
teo-nincs-megallas-20221207

Erste Befektetési Zrt. has updated its company analysis of the
Company based on the statutory public takeover bid, which is
available at the following link:
https./www.bet.hu/site/newkib/hu/2023.02./Az_Erste
Group_Research_ALTEO_Nyrt.-re_vonatkozo_frissitett_vallala-
telemzese_ 128843358

Kalliwoda Research GmbH updated its model on March 19,
2023 following the results for 2022, and can be found at the
following link:
https:/kalliwoda.com/pdf/ALTEO_Nyrt_Dr_Kalliwoda_Re-
search_Comprehensive_Update_2022_Q4

1.16.4 LONG-TERM TRADE, ECONOMIC AND FINANCING
AGREEMENTS

ALTEO and BC-EROMU Kft. (registered office: H-3700 Ka-
zincbarcika, Bolyai tér 1, company registration number: Cg.
05-09-007481; tax number: 11795346-4-05) agreed with regard
to the operation and maintenance contract they concluded
on September 29, 1999 as amended from time to time that, in
order to continue their mutually beneficial long-term
cooperation, they would conclude another long-term
operation and maintenance contract for a term of 15 years
following the expiry of their previous contract, and this cont-
ract was signed on January 4, 2022. The new contract
secures energy supply for one of the major industrial compa-
nies in Hungary, BorsodChem Zartkérlen Mukdédd Részvény-
tarsasag (registered office: H-3700 Kazincbarcika, Bolyai ter 1;
company registration number: Cg. 05-10-000054), reinforcing
ALTEO's leadership in the B2B energy service sector. Pursuant
to the contract, in accordance with the terms and conditions
therein, ALTEO will operate and maintain the power plant and
steam boiler owned by BC-Erdmu Kft. until December 31,
2036.

ALTEO and BC Power Kft. (registered office: H-3700 Kazinc-
barcika, Bolyai ter 1, company registration number: Cg.05-09-
030222; tax number: 26142445-4-05, hereinafter: “BC Power")
have come to an agreement that the long-term (14 years)
operation and maintenance tasks of the small-scale gas
turbine cogenerated heat and electricity producing power
plant - with an electrical capacity of 49.9 MWe - implemented
as an investment project of BC Power will be carried out by
ALTEO, with the related contract signed on October 6, 2022.
The new contract secures partial energy supply for one of the

ALTEO GROUP / INTEGRATED REPORT 2022

major industrial companies in Hungary, BorsodChem Zart-
kérlien MUkodod Részvenytarsasag (registered office: H-3700
Kazincbarcika, Bolyai tér 1, company registration number:
Cg.05-10-000054), reinforcing ALTEO's leadership in the B2B
energy service sector. Pursuant to the newly signed contract,
in accordance with the terms and conditions therein, ALTEO
will operate and maintain the power plant owned by BC Power
until December 31, 2036.

The ALTEO and AutoWallis Group initiative announced last
year, aimed at supporting the adoption of green mobility in
Hungary based on the synergy of E-mobility services, has
reached a new phase. The two companies are strengthening
their cooperation and are further harmonizing the
development of charging infrastructure for the distribution
of e-cars. Within this framework, in 2023 as the first ones in
Hungary they will be selling solar panel and energy storage
systems in the Hungarian dealerships of the Opel brand
represented by AutoWallis Group in four countries (besides
Hungary, in Bosnia and Herzegovina, Croatia and Slovenia),
with the professional background provided by ALTE-GO,
ALTEQO's E-mobility business.

Long-term or major financing agreements

Loans, borrowings

Members of the ALTEO Group did not conclude any new
financing agreements with any Hungarian financial institutions
to finance their activities in 2022. The details of existing
financing agreements and financing agreements amended in
2022 due to specific circumstances (including, for example,
budget increase) are included in Section IV.22 of the Annual
Report. ALTEO and the Board of Directors of WAM have
approved the conclusion of a loan contract between ALTEO
and WAM, a majority shareholder of ALTEO and an affiliated
entity of the Company. Under the contract, WAM provides a
loan of HUF 6 billion to ALTEO until April 30, 2023, in line with
the transfer pricing documents used by the Parties. In addi-
tion, ALTEOQ is granted the option of early repayment starting
three months after the start of the contract. The contract is
considered favorable and necessary as it provides ALTEO with
unsecured borrowing for its increased working capital needs
during the heating season, with conditions that are more
flexible and require less administration. The conditions, in
particular in respect of the loan term and the repayment
option, are also more in line with ALTEO's working capital
financing needs than any loan, money or capital market debt
facility with similar conditions. Finally, the agreed loan is
available without additional costs. On March 16, 2023, the HUF
6 billion loan granted by WAM was prepaid in full by ALTEOQ.
The two members of ALTEO Group have entered into the first
credit transaction of ALTEO Group with K&H Bank Zrt.
(registered office: H-1095 Budapest, Lechner Odén fasor 9;
company registration number: Cg.01-10-041043) that is fully
compliant with the so-called Taxonomy Regulation of the
European Union in force since 2022. Under the agreement,
K&H Bank Zrt. provides a loan of HUF 4 billion (approximately
EUR 10.3 million) for the purpose of partially refinancing the
wind farm of ALTEO Group with a total integrated capacity of
475 MW. The loan was disbursed on January 31, 2023

1.16.5 COMPANY STRATEGY

A new five-year strategy for 2022-2026 has been published
by ALTEO for information purposes. The fundamental goals
and areas remain the same, but the Company has set itself
much more ambitious milestones than before. The company
strategy is available at the following link:
https:/www.bet.hu/newkibdata/128662993/ALTEO_PPT
VallalatiStrategiaz022_2026_final.pdf
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1.16.6 INVESTMENTS

The new electrical boiler installed at ALTEO's Sopron Power
Plant has commenced operation, further increasing the
flexibility of the Virtual Power Plant and creating a possibility
to convert electricity generated from renewable energy
sources into heat. The announcement is available via the
following link:

https.//bet.hu/newkibdata/128852789/KF1%20R%C3%A-
anyi%20k%C3%B6zlem%C3%Aany_23030 6.pdf

1.16.7 ESG CERTIFICATION AND THE GREEN COMMITTEE,
GREEN FINANCING FRAMEWORK

In February 2022, ALTEO became the first company in the
Hungarian energy sector to obtain an independent,
international ESG certificate. More information on ESG
certification is available at the following link:

https./www.bet.hu/site/newkib/hu/2022.02./ALTEQ_meg-
szerezte_elso_ESG_minositeset_2022. 02.02_128668992

The Company's sustainability and ESG strategy has been
finalized, and a Green Committee has been established within
the Company, which, among other things, oversees the
Company's sustainability performance, objectives and
strategy, reviews ESG objectives and monitors and prioritizes
decarbonization tasks.

The rules of procedure of the Green Committee, and the
sustainability and ESG strategy are available on the official
website of ALTEO Plc. (www.alteo.hu).

ALTEO has developed and set up its own Green Financing
Framework and has, thereby, established the possibility to
issue green bonds or take out green loans linked to green
objectives, as set out in the framework. ALTEO also
emphasizes its sustainability efforts through its qualified Green
Financing Framework and other related commitments. The
pursuit of sustainability is an integral part of the Company's
strategy, and the entry into force of the Green Financing
Framework is an important step towards the implementation
of this strategy.

1.16.8 BEST OF BSE AWARDS

ALTEO was successful in three categories based on its 2021
performance at the Best of BSE Awards, one of the most
prestigious events of the Budapest Stock Exchange. ALTEO
shared the title of Issuer of the Year with the highest share
price increase in the premium category, and also won the
Responsibility, Sustainability, Corporate Governance Award
and the Issuer Transparency Midcap Award.

ALTEO was recognized in two categories based on its 2022
performance at the Best of BSE Awards. ALTEO came out on
top in both “The Issuer of the Year with the Highest Share Price
Increase in the Premium Category” and the “Responsibility,
Sustainability, Corporate Governance” categories.

1.16.9 ALTEO ESOP ORGANIZATION REMUNERATION
POLICIES

ALTEOQ, as the Founder of the ALTEO ESOP Organization, has
adopted the Remuneration Policies of the ALTEO ESOP
Organization for 2024 and 2025 (hereinafter collectively:
Remuneration Policies).

The purpose of the Remuneration Policies is to put in place a
remuneration system that is in harmony with ALTEO's business
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strategy and is aimed at improving the performance of the
ALTEO Group and hence, increasing shareholder value, in
line with the related HR strategy, ALTEO's long-term interests
and corporate values, while also providing employees and
associates with an attractive long-term incentive program.
The Remuneration Policies also facilitate the enhancement
of employee engagement and help them become interested
parties in representing ALTEQO's values by making their
remuneration subject to an increase in corporate performance
and, consequently, to an expected increase in shareholder
value.

The ALTEO ordinary shares required for the implementation
of the Remuneration Policies were provided by the Company
to the ALTEO ESOP Organization through the share capital
increase described in Section 1.16.1.

1.16.10 STATUTORY PUBLIC TAKEOVER BID

On December 17, 2022, the Company received the statutory
public takeover bid of MOL RES Investments Zartkérten
MUkodd Reészvénytarsasag (registered office: H-1117 Budapest,
Dombovari ut 28; company registration number: 01-10-046154;
hereinafter. "Offeror") as designated offeror under Section

68 of the Capital Market Act, for all series ‘A’ ordinary shares

of ALTEO Plc. (HU0000155726) issued by the Company - as
specified in the bid - with a face value of HUF 12 5 (twelve
point five) each. The Offeror qualifies as a designated offeror
pursuant to Section 68(3) of the Capital Market Act, acting in
the course of the bid pursuant to the syndicate and
coordination agreements concluded with Fénix Private Equity
Fund managed by Diofa Alapkezeld Zrt. and with Riverland
Private Equity Fund managed by Indotek-Investments Zrt.
(hereinafter collectively: “Acquirers”) after the close of trading
at the Budapest Stock Exchange on December 16, 2022. The
objective of the Acquirers is to gain a controlling interest and
joint control over ALTEO and, in addition to the above, the
Acquirers took the following steps on December 16, 2022 to
acquire a controlling interest and joint control over ALTEO

- Each of the Acquirers has separately sighed a share
purchase contract with WALLIS ASSET MANAGEMENT Zrt.
("WAM?"), the majority shareholder of ALTEO, to purcha-
se ordinary shares representing 3.330% of ALTEO's share
capital and 9.990% in total. This transaction was closed in
December 2022.

- o ensure that the Acquirers can acquire the entire 61.557%
block of ALTEO shares currently held by WAM, the
Acquirers subsequently signed an additional share
purchase contract with WAM to purchase ALTEO ordinary
shares representing an additional 51.567% participation
held by WAM, which will be divided equally among
the Acquirers.

The Offeror submitted its bid to the Central Bank of Hungary
(hereinafter: "MNB") for approval.

The Offeror submitted a request for prior approval to the
Hungarian Energy and Public Utility Regulatory Authority
(hereinafter: "HEPURA"), with a view to acquiring indirect
controlin ALTEO's license holder subsidiaries. In view of the
proceedings pending before HEPURA, the Central Bank of
Hungary suspended the approval procedure for the takeover
bid by MNB Resolution No. N-KE-lll-455/2022 of Decem-
ber 20, 2022. Once the prior approval of HEPURA obtained,
the authorization procedure before the Central Bank of
Hungary continued. Consequently, by MNB Resolution No.
H-KE-Ill-77/2023 dated February 3, 2023, the Central Bank
of Hungary approved the takeover bid (hereinafter: “Bid") of
December 17, 2022, as amended on February 2, 2023, which
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the Company received on February 6, 2023 and published the
same day. Subsequently, on February 8, 2023, the Board of
Directors of the Company published the opinion of the Board
of Directors on the Bid, which also incorporated the opinion of
the representatives of employees and the assessment of an
independent financial advisor.

On March 6, 2023, ALTEO was informed that all applications
for the competition authority permits specified in the Bid have
been submitted to the competent competition authorities,
and on March 10, 2023 the Hungarian Competition Authority
issued the official certificate - under number OB/9-6/2023 -
in which the Competition Authority certifies, pursuant to
Section 43/N(1)(b) of Act LVII of 1996 on the Prohibition of
Unfair and Restrictive Market Practices, that there are no
circumstances on the basis of the merger notification that
would justify the ordering of an audit as per Section 67(4) of
the Act concerning the merger through acquisition of joint
control of ALTEO by the Acquirers. On March 13, 2023, the
Serbian Competition Authority also issued its permit, and thus
the Acquirers received all competition authority permits
specified in the Bid from the competent competition
authorities.

The statutory public takeover bid procedure was closed

on March 13, 2023, as part of which a valid declaration of
acceptance was made in respect of a total of 2,438,442 ALTEO
Plc. ordinary shares, representing 12.237% of the voting rights
in ALTEO Plc. Given that all competition authority permits
specified in the Bid have been obtained, the share purchase
contracts specified in the Bid were concluded and became
effective on the closing date of the bid acceptance period, i.e.
March 13, 2023.

The statutory public takeover bid procedure was closed on
March 13, 2023. The statutory public takeover bid procedure
has been successful, as a result of which, upon execution of
the transactions referred to in Section 2.5.2 of the Bid, MOL
RES Investments Zrt. acquired 4,902,536 shares, Fonix Private
Equity Fund acquired 4,902,535 shares and Riverland Private
Equity Fund acquired 4,902,535 shares, thus the joint
ownership of the Contracting Parties under the Bid in ALTEO
Plc. increased to 73.791%, joint control — considering treasury
shares of Alteo Plc - of the contracting parties increased

to 73.807%.

1.16.11 ACQUISITIONS

In January 2023, ALTEO made a binding takeover bid to the
owners of Energikum Zrt. (registered office: H-3011 Hered, Ko-
kényesi Ut 8, company registration number: Cg. 10-10-020308;
hereinafter: “Energikum’) to acquire shares representing 100%
of the share capital of Energikum. Energikum holds the
business quota embodying 99% of the issued capital of
Energigas Kft. (registered office: H-1055 Budapest, Kossuth
Lajos tér 18, company registration number: Cg. 01-09-715418;
hereinafter: “Energigas’), which owns the biogas plant in
Nagykérés. ALTEO is currently the 1% minority shareholder

of Energigas and also operates the Nagykoéréds biogas plant,
which produces electricity from biomethane generated from
organic waste. The potential acquisition of the biogas plant
with a nominal electricity generation capacity of 2 MW is fully
in line with the Company's strategy and will also strengthen
ALTEO's role in the circular economy. It is worth noting that
the produced biomethane is suitable, under certain
conditions, to be a substitute for natural gas and can even
feed into the natural gas distribution system. This represents
valuable potential for appreciation in the future.

In connection with the above, ALTEO also made a binding
takeover bid for the acquisition of the business quota
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representing 33% of the issued capital of ECO-FIRST Kft., in
which ALTEO is already a 67% shareholder. ECO-FIRST Kft. is
an active player in waste trade and, as such, plays an impor-
tant role in the procurement of raw materials for the Nagyko-
ros biogas plant.

Through these acquisitions the Company intends, in line with
its strategy, to both expand its renewable electricity
generation activities and further strengthen its market
positions in waste management.

Finally, on March 10, 2023, ALTEO as buyer concluded a share
purchase contract with the owners of Energikum for the
purchase of shares representing 100% of Energikum's share
capital, and a business quota purchase contract for the
purchase of the business quota representing 33% of ECO-
FIRST's issued capital. The execution of the share purchase
contracts represents a step of the transaction. The ownership
of the shares representing 100% of Energikum'’s share capital
and the business quota representing 33% of ECO-FIRST's
issued capital will be transferred to the Company once the
conditions stipulated in the contracts are met. The acquisition
of Energikum also requires obtaining the approval of the
authorities and the bank involved in the financing of Energigas.

1.16.12 EVENTS AFTER THE PERIOD - FOR THE MOST PART
DESCRIBED ABOVE - NOT REFLECTED IN THE END OF-THE-
YEAR STATEMENTS

As described in Section 1.16.10 in connection with the bid, in
January 2023 the HEPURA granted the necessary prior
approvals for the Offeror's acquisitions of indirect control in
ALTEO's license holder subsidiaries, after which the MNB
was able to proceed with the pending procedure for the
approval of the Bid. Consequently, with MNB Resolution No.
H-KE-Ill-77/2023 dated February 3, 2023, the Central Bank of
Hungary approved the Bid published on December 17, 2022,
then amended on February 2, 2023, which the Company
received on February 6, 2023 and published the same day.
Subsequently, on February 8, 2023, the Board of Directors of
the Company published the opinion of the Board of Directors
on the Bid, which also incorporated the opinion of the
representatives of employees and the assessment of an
independent financial advisor. Furthermore, the updated
company analysis on ALTEO by Erste Group Research was
published on the same day. In March 2023, the Hungarian
Competition Authority issued its official certificate relating to
the merger under No. OB/9-6/2023, and the Serbian Com-
petition Authority also issued its permit, and thus the Offeror,
Fénix Private Equity Fund and Riverland Private Equity Fund
received all competition authority permits specified in the Bid
from the competent competition authorities. The statutory
public takeover bid procedure was closed on March 13, 2023,
as part of which a valid declaration of acceptance was made
in respect of a total of 2,438,442 ALTEO Plc. ordinary shares,
representing 12.237% of the voting rights in ALTEO Plc. As a
result of the statutory public takeover bid procedure and the
transactions referred to in Section 2.5.2 of the Bid, a change
has occurred in the majority ownership of ALTEO as descri-
bed in Section 1.16.10. As detailed in Section 1.16.4, the HUF
4 billion (approx. EUR 10.3 million) loan granted under the
agreements between two ALTEO subsidiaries and K&H Bank
Zrt. which are fully compliant with the so-called EU Taxonomy
Regulation in effect in the EU as of 2022, was disbursed on
January 31, 2023.

ALTEO was recognized in two categories based on its 2022
performance at the Best of BSE Awards (“The Issuer of the

Year with the Highest Share Price Increase in the Premium

Category", and the “Responsibility, Sustainability, Corporate
Governance" categories).
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As described in detail in Section1.16.1 in March 2023 Board
members Zsolt Mullner, Gyula Mez6, Ferenc Karvalits and
Domonkos Kovacs submitted their letters of resignation from
their seats on the Board to the Chair of the Board of Directors.
The resignation letters take effect upon their acceptance by
the General Meeting of the Company and the election of new
Board members; and accordingly, an Extraordinary General
Meeting was convened for 3 April 2023.

As described in Section 1.16.6, ALTEO has developed and set
up its own Green Financing Framework and has, thereby,
established the possibility to issue green bonds or take out
green loans linked to green objectives, as set out in the
framework.

As described in Section 0, on March 10, 2023, ALTEO as buyer
concluded a share purchase contract with the owners of
Energikum for the purchase of shares representing 100% of
Energikum'’s share capital, and a business quota purchase
contract for the purchase of the business quota representing
33% of ECO-FIRST's issued capital, in which company ALTEO
already holds a 67% stake.

With a view to the share award under the employee
recognition plan, changes in the number of the Company's
own shares are detailed in Section 1.16.3.4 of this Annual
Report.

As described in Section1.16.4 , the HUF 6 billion loan granted
by WAM has been fully prepaid by ALTEO.

Kalliwoda Research GmbH updated its model on March 19,
2023, which is available at the link specified in Section 1.16.3.6.

As the founder of the Subsidiaries, the Company accepted
and approved the annual reports of the Subsidiaries for 2022
in March 2023, as set out in Section 1.16.2..

1.17 THE BUSINESS ENVIRONMENT OF
ALTEO AND CLASSIFICATION OF RISKS
ACCORDING TO THEIR CHARACTERISTICS

In the Basic Information Memorandum published on October
10, 2022, the Company described the relevant risks and their
assessment that are applicable to this report as well.

1.18 PENDING LAWSUITS

With regard to the letter of VPP Magyarorszag Zrt. (registered
office: H-1113 Budapest, Bocskai ut 134-146. C. ep. 3. em.;
company registration number: Cg. 01-10-048666), sent to
Sinergy Energiakereskedd Kft. in 2018 - the content of which
and the response to which by Sinergy Energiakeresked®

Kft. are presented in detail in an announcement published
on February 14, 2018, at the official disclosure points of the
Company - on March 14, 2018, Sinergy Energiakereskedd Kft.
requested the Hungarian Intellectual Property Office to
establish that the six control procedures it uses in total in the
course of operating the virtual power plant are not in
violation of the patent “Decentralized energy production
system, control tool and procedure, controlling the energy
production of the system” registered for VPP Magyarorszag
Zrt. as holder under number E031332.

Sinergy Energiakeresked¢ Kft. initiated the procedures for
the so-called negative clearance with the goal to clearly

and definitively disprove the infringement assumed by VPP
Magyarorszag Zrt. and presented in the announcement of the
Company published on February 14, 2018. The proceedings
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are still ongoing at the time of this document. The Group has
not identified any situation affecting its statement of financial
position with respect to this case.

1.19 DESCRIPTION OF THE POLICIES
APPLIED IN THE ALTEO GROUP, DETAILING
THE RESULTS BY POLICY

1.19.1 ENVIRONMENTAL GUIDELINES

The ALTEO Group prepared its Sustainability Report for the
first time for its fiscal year 2016, detailing our non-financial,
social and environmental policies and our annual performance.
We ensure the relevance and transparency of our
sustainability data by applying the GRI (Global Reporting
Initiative) Standards methodology, the most recognized
international standard, in preparing our non-financial reports,
and by having these certified by a third party annually. We
prepare a report on our sustainability efforts every year and,
since 2019, we have published it in the form of an Integra-

ted Report. A further objective was to publish our Integrated
Reports with the approval of the General Meeting, which we
achieved for the first time for our 2021 report. Our
Sustainability, Integrated and EU Taxonomy Reports published
so far are available to all stakeholders on the website: https://
alteo.hu/fenntarthatosag/fenntarthatosagi-jelentesek/. As
our Integrated Report contains the details of the Company's
data, policies, objectives in connection with environmental
protection and sustainable business operations, this business
report, based on the contents of the Integrated Report,
provides only a summary of environmental policies and
results.

The ALTEO Group set up the Green Committee in 2022, an
advisory body to the CEO, which is composed of senior
officers, supervisory board members and experts. The
purpose of the committee is to ensure the preparation and
corporate implementation of the ALTEO Group's sustainability
objectives and ambitions. The committee, which meets at
least quarterly, monitors and approves corporate policies and
long-term objectives for sustainable development and the
sustainability strategy, and ensures that the ESG approach
and climate risks are kept on the agenda. For more informa-
tion on the committee and its rules of procedure, please visit
the ALTEO website at: https://alteo.hu/az-alteo/szervezet/
zold-bizottsag/.

Furthermore, the ALTEO Group has an Integrated Management
System in place, which includes the standards ISO 9001:2015
Quality Management Systems, ISO 14001:2015 Environmental
Management Systems, ISO 45001:2018 Health & Safety
Management System and ISO 50001:2018 Energy
Management Systems. The Integrated Management Policy
(publicly available at https.//alteo.hu/wp-content/
uploads/2020/11/alteo_integralt_politika.pdf) is the fund-
amental document for this system, in which the company's
management commits itself to providing quality services, safe
work environment, energy efficiency, environmental protection
and sustainability. In 2022, we ensured our compliance with the
standards by conducting 48 internal audits covering the
operation of the Integrated Management System in
compliance with all four standards at all of our sites and
organizational units.

In 2022, 13 HSE-type inspections were carried out by
various authorities, which resulted in 5 logged inspections.
The inspections did not result in any fines being imposed by
the authorities.
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A separate document, the Integrated Report 2022, will
describe our environmental policies and the associated
results in detail.

1.19.2 RESPECT FOR HUMAN RIGHTS, ETHICS

Description of major risks related to human rights compliance
that may result in adverse effects in the context of the
Company's activities, and also a description of how the
Company manages those risks.

The ALTEO Group has established a Compliance Management
System (hereinafter: “CMS"). The CMS is designed to ensure
compliance with laws, internal rules and the Group's Code of
Ethics in respect of the entire Group.

The Compliance Management System fundamentally
provides a supportive, preventive and control function to
prevent damage and abuse and minimize risk across the
entire operation of the Company.

The CMS covers four main areas at the Company: business
ethics, security (data protection, information security, asset
protection, human risk management), anti-corruption program
(fraud and corruption free operation, business partner due
diligence, conflict of interest), compliance risk management
(legal and internal regulatory compliance, annual compliance
risks).

When formulating ALTEO Group's Code of Ethics, we wanted
to create a useful guide that would offer help and protection
to our employees and provide information to our partners
about the standards of behavior represented and required by
our Group.

The standards established in ALTEO Group's Code of Ethics
impose higher requirements on Group employees compared
to existing laws.

In 2022, we amended the Code of Ethics to further
mainstream ESG aspects, adding a chapter on employment
and work environment to ensure compliance with HR
aspects, highlighting the ALTEO Group's commitment to a
work environment based on employee feedback.

We have specifically pointed out that we take into account the
provisions of certain international conventions, and that we
strive to apply them fully to our operations.

The Company is committed to respecting human rights.
Respect for human rights includes, among others: non-
discrimination, freedom of thought, conscience and religion,
freedom of expression, respect for private and family life.

1.1.1 FUNDAMENTAL RIGHTS IN PRACTICE

\We provide an online whistleblowing system for our
employees and business partners under Directive (EU)
2019/1937 of the European Parliament and of the Council on
the protection of persons who report breaches of Union law.
The whistleblowing hotline can be accessed through various
interfaces on the website and intranet. Whistleblowers should
not suffer any disadvantage as a result of the whistleblowing.

We regularly inform employees of this possibility, and raise
awareness of the importance of whistleblowing.

We provide our employees with a working environment

based on mutual trust, respect for others and respect for their
dignity.
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We respect our employees' right to freedom of religion,
freedom of assembly, right to rest, leisure and regular paid
leave.

We take individual preferences into account when setting
working hours and work procedures, and provide solutions to
any issues that may arise.

The HQ offers flexible working hours and the opportunity to
work from home. To ensure that this works properly,
significant progress has been made in 2022 in digital transition
and, related to this, in information security.

We give priority to the personal and professional development
of our employees, for that purpose, we develop an annual
training schedule, and provide employees the opportunity to
participate in courses, conferences and, under study contracts,
in adult education and university courses. We set individual
development goals and organize individual trainings or group
workshops to achieve them.

\We are committed to the principle of fair and compliant
employment and remuneration.

Salaries and fringe benefits are reviewed on a yearly basis.

We are humane in our layoffs, and we support our employees
to the extent of our capabilities.

We base our relationship with and among our employees on
the principles of human rights and tolerance. We are
committed to prohibiting and preventing discrimination, and
consider any form of discrimination or human rights violation
to be a particularly serious ethical violation.

In our work and in our business relationships, we treat
everyone with respect, and in our communications with each
other, we respect and value the opinions and views of others.

We respect our employees' right to political conviction and
engagement. However, the ALTEO Group is politically neutral
and does not engage in any political activities or support.
Therefore, our employees must respect the ethical principles
of the ALTEO Group when conducting their political activities
and, in all cases, they can only carry out their activities as
individuals, independently of the Group.

1.19.4 CONFLICT OF INTEREST

The ALTEO Group is particularly dedicated to the detection
and prevention of economic conflicts of interest, therefore all
new entrants must make a conflict-of-interest statement. In
2022, we reviewed compliance with the conditions accepted
by employees in the case of declared business relationships
and approved conflicts of interest. Accordingly, we have
standardized the conditions imposed by the ALTEO Group.

We have developed a new conflict of interest declaration
process to check new entrants’ conflicts of interest.

1.19.5 POLICIES APPLIED IN CONNECTION WITH THE FIGHT
AGAINST CORRUPTION

The CMS fundamentally provides a supportive, preventive and
control function to prevent damage and abuse and minimize
risk across the entire operation of the Company.

The Company is committed to anti-corruption, and has

adopted and published its Anti-Corruption Statement on its
website. We firmly reject all forms of corruption and bribery,
which are regarded as particularly serious ethical violations
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in the context of government officials, suppliers and business
partners. We apply zero tolerance to all cases involving bribery
or corruption.

We conduct our procurement procedures transparently and in
accordance with our internal rules.

We assess potential suppliers on the basis of a multi-level
pre-qualification process (also taking ESG, financial and legal
aspects into consideration). We do not enter into a busi-

ness relationship with any supplier that does not meet the
Company's requirements. We expect our business partners to
know, accept and comply with our Code of Ethics.

We operate a whistleblowing hotline for reporting corruption
and fraud, but reports can also be made via email or over the
phone. We also provide whistleblowers with the possibility of
anonymity.

In all cases of suspected corruption or fraud, we conduct an
investigation in accordance with our internal rules of
procedures. The ALTEO Group firmly stands up for the
principle that all forms of retaliation or discrimination are
unacceptable against whistleblowers who report suspected
corruption or fraud, even if a bona fide report does not result
in the identification of any illegal or inappropriate acts.

In 2022, no cases of suspected corruption came to the
Company's knowledge.

1.19.6 RISK MAP — CORRUPTION INDEX

In 2022, for the eighth consecutive year, the ALTEO Group
has prepared a compliance risk map using a questionnaire
to measure and assess the Group-level compliance risks in
finances, accounting, human resources, corporate mana-
gement and publicity in order to eliminate the potential for
corruption, fraud and abuse.

The questionnaire was made available to 28 executives. In
order to fill the gaps identified by the questionnaire, the Ethics,
Compliance and Control entity organizes regular meetings
and provides ongoing support to the business areas on all
compliance issues.

1.19.7 EMPLOYMENT POLICY

The ALTEO Group's employment policy focuses on retaining
employees and attracting and integrating new employe-

es. We create an effective teamwork culture: we consider
developing an innovative corporate culture and establishing
standards of behavior key strategic objectives. The Group
believes that the loyalty and motivation of their employees
are founded on the stable workplace, good working
conditions, complex tasks and competitive wages provided
by the Group. The physical safety of our employees always
comes first; we focus on their long-term commitment, assess
their wellbeing through different measurements and forums,
and make efforts to maintain a partner like relationship with
the Works Council. Every year, we provide our employees
with a cafeteria allowance and a variety of benefits, making
the elements available as widely as possible in accordance
with the relevant laws.

At the end of 2022, the closing workforce headcount was 307,
which is 21 more than in 2021; there were 5 part-time and 302
full-time employees. The number of employees with indefinite
term contracts was 307. In 2022, 78% of the staff members
were men and 22% were women. This gender ratio is basically
defined by the nature of the energy sector, as most of the staff
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deal with the operation of power plants. At the same time, the
Company has a clear commitment to diversity and equal
opportunities, and will continue to work towards ensuring
them in 2022 and 2023.

ALTEO Plc. is considered an attractive workplace, as
evidenced not only by the number of new entrants, but also
by the rate of staff turnover at 9.9%.

The Group consciously seeks to increase the proportion of the
young generation within the organization, since the
management of the Company believes that ALTEO Group can
provide professional development and great opportunities

to them. This is a fundamental criterion of maintaining ALTEO
Group's quality services and reliable work performance, as the
age pyramid of colleagues with extensive expertise and work
experience, who in many cases have been working in the
energy sector for 30 years, is very constrictive (38.8% of our
employees are over 50), with many set to retire in the coming
years, and the Company strives to recruit highly-trained and
committed young employees to the positions that will be
opening up down the line.

The expertise and experience obtained in various fields of the
energy industry are the core values of ALTEO Group. To
ensure that ALTEO Group can provide high-quality

services to its partners, it enables its employees to deepen
their knowledge via regular training courses and conferences.
The objectives of the courses are to enable our employees

to improve their efficiency, to acquire critical qualifications

for their work, and to update and complement their existing
knowledge base. The training offerings also include
compulsory courses prescribed by law or by internal
regulations, as well as internal knowledge sharing.
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2. STATEMENTS OF THE ISSUER

2.1 USE OF NON-AUDIT SERVICES

In 2022, the ALTEO Group did not use any audit services
provided by BDO Magyarorszag Kényvvizsgalo Kift.

2.2 CORPORATE GOVERNANCE STATEMENT

The information in this Chapter reflects the situation as at
December 31, 2022 and, therefore, does not include the
proposals of the Extraordinary General Meeting to be held
on April 3, 2023 and any decisions that may be taken on the
basis of such proposals, which may have an impact on the
following.

The Group's parent company, ALTEO, prepares its corporate
governance statement in accordance with the Responsible
Corporate Governance Recommendations of Budapest Stock
Exchange Ltd. and publishes it in a separate document upon
approval by the Company's General Meeting. The Company
only provides a summary in this business report.

The Board of Directors is the main decision-making body

of the Group's parent company that governs the Group and
monitors its day-to-day operation on the basis of effective
laws, the Articles of Association and the resolutions passed by
the General Meeting, as well as the Supervisory Board and the
Audit Committee.

The members of the Board of Directors are elected by the
General Meeting for a term of up to five years. Members of
the Board of Directors elect the Chair of the Board of Directors
and the member entitled to hold the title of CEO ("“CEO") from
among themselves. The Group has no nomination committee
or remuneration committee; the remuneration of members of
the Board of Directors is determined by the General Meeting.
The Board of Directors consists of five members.

The Board of Directors is entitled and required to decide on all
issues that, by virtue of the provisions of the law or the
effective Articles of Association, do not fall within the
competence of the General Meeting, the Supervisory Board or
the Audit Committee.

The member of the Board of Directors entitled to hold the title
of CEQ is at the head of the Group's work organization and

is responsible for managing and monitoring the Company's
operations in accordance with the resolutions of the General
Meeting and the Board of Directors. The CEO acts on and is
entitled to decide all issues concerning the Group's operational
management that do not fall within the exclusive competence
of the Board of Directors as a body or the General Meeting
according to the Articles of Association and the rules of
procedure of Board of Directors. During the day-to-day
operations of the Group, the CEO works with members of the
management responsible for each function to make decisions.

The CEO is assisted in the day-to-day operational
management of the Group by management, the members
of which are responsible for functions within their scope of
responsibility.

The Supervisory Board of the Group's parent company acts as
a body under mandate from the General Meeting. Members
of the Supervisory Board are required to act in person; agency
is not allowed in the activities of this body. Members of the
Supervisory Board may not be instructed in that capacity by
their employer or shareholders of the Company. Members of
the Supervisory Board are elected by the General Meeting for
a definite term of up to five years. Members of the Supervi-
sory Board can be removed at any time and may be reelec-
ted upon the expiry of their mandates. The General Meeting
decides on the remuneration of members of the Supervisory
Board. The Chair of the Supervisory Board is elected by the
Supervisory Board from among its members. The Supervisory
Board sets out its own rules of procedure, which are then
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approved by the General Meeting. The Supervisory Board
currently consists of five members, three of whom are
independent individuals.

The Audit Committee verifies the Group's accounting regime,
comments on its annual report prepared pursuant to the
Accounting Act, monitors compliance with professional
requirements and conflict of interest rules applicable to
auditors and performs the tasks specified in its rules

of procedure.

Within the scope of the Company's risk assessment activities,
business, financial, technical, commercial, legal and
compliance functions supervised by members of
management work together and assess the types of risks
involved based on reports prepared by each function and
presented to the appropriate decision-making body or
management member at specific intervals and identify the
actions needed to manage risks.

The assessment of financial risks is a part of every planning
and forecasting process as well as preparing new investment
decisions. Decisions regarding risks identified during planning
and forecasting and how they should be managed are made.
For new investments, the management of expected risks is
already covered by the proposal.

In developing its Compliance Management System, the
Company assigned Compliance its place within the

corporate structure, determined its scope of competence and
its responsibilities, the Compliance Committee was set up, the
risk map of the Group was drawn up on the basis of executive
self-assessments, the regulation and the procedural rules of
compliance audits (conflict of interest, business partner due
diligence, ethics and compliance audits) were developed,

and the Code of Ethics constituting a key component of the
program was also created.

The implementation of the Compliance Management System
is the responsibility of the Director of Ethics, Compliance and
Control, pursuant to a mandate from the CEO. The
compliance manager is responsible for ensuring compliance
with the applicable laws, internal policies and the Company's
Code of Ethics, for identifying unethical, unlawful or excessive
business non-compliance, for assigning responsibilities,
initiating corrective measures and following up on actions
taken by business areas. They are also responsible for
delivering compliance policy training, conducting conflict of
interest assessments and initiating measures, supporting
operation complying with data protection laws, promoting
fraud-free and corruption-free operation, supporting the
selection of appropriate business partners, supporting the
establishment of the information security requirements and
criteria required by the law, and supporting the establishment
of asset and human security requirements and criteria.

The Ethics, Compliance and Control organization
fundamentally pursues a supportive, preventive and control
activity, with these roles enforced collectively, aimed at
preventing damages and abuse, and minimizing risks across
the entire operation of the Company..

2.3 THE ISSUER'S STATEMENT PURSUANT
TO SECTION 3.4.1 OF THE DECREE NO.
2472008 (VIIl. 15.) OF THE MINISTER OF
FINANCE

AThe Company declares that its consolidated Financial
Statements and Business Report for the year 2022 were
prepared in accordance with the International Financial
Reporting Standards as adopted by the EU, based on the
Company's best knowledge, providing a true and fair view
of the assets, liabilities, financial situation, profit and loss of
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the Company as an issuer and the companies involved in the
consolidation.

The Company also declares that its consolidated Annual
Report for the year 2022 provides a true and fair view of the
situation, development and performance of the issuer and the
companies involved in the consolidation, outlining the risks
and uncertainties likely to arise in the remainder of the fiscal
year

2.4 STATEMENT OF THE ISSUER ON THE
INDEPENDENT AUDIT OF THE REPORT

The Company declares that the data of this Annual Report
were audited by an independent auditor. The independent
auditor's report was published as part of the Consolidated

Financial Statements.

Budapest, March 30, 2023

2.5 AUTHORIZATION FOR PUBLICATION OF
THE ANNUAL REPORT

This Annual Report was discussed by the Group's Board of
Directors and authorized for publication on March 30 2023.

On behalf of ALTEO Plc.:

Attila Laszlé Chikan
Member of the Board of Directors, CEO

INDEPENDENT
AUDITOR'S REPORT
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Zoltan Bodnar
CFO
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Tel:+36 1 235 3010, 235 3090 BDO Magyarorszag
Fax:+36 1 266 6438 Konyvvizsgalo Kft.
www.bdo.hu 1103 Budapest
Kéér utca 2/A. C. éplilet
—— 1476 Budapest, Pf.138.

Independent Auditor's Report

to the Shareholders of ALTEO Nyrt.

REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL STATEMENTS
Opinion

We have audited the consolidated financial statements of ALTEO Nyrt. and its subsidiaries (the ,,Group”)
in the 529900PHL3J3ZRBC2J44-2022-12-31-hu.zip' digital file for the year 2022 which comprise the
consolidated statement of financial position as at December 31, 2022 (which shows a total assets of
HUF 100 020 394 thousands) and the related consolidated statement of recognized income,
consolidated statement of other comprehensive income (which shows a net profit for the year of
HUF 9 606 105 thousands), consolidated statement of changes in equity and consolidated statement of
cash flows for the year then ended and consolidated notes to the financial statements including a
summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements give a true and fair view of the
consolidated financial position of ALTEO Nyrt. and its subsidiaries as at December 31, 2022 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 (the
»EU IFRS”), and the consolidated financial statements were prepared in all material respects in
accordance with the provisions of the effective Hungarian Act C of 2000 on Accounting (hereinafter:
"the Accounting Act”) relevant to the entities preparing consolidated financial statements in
accordance with EU IFRS.

Basis for the opinion

We conducted our audit in accordance with Hungarian National Standards on Auditing (“HNSA”) and with
applicable laws and regulations in Hungary. Our responsibilities under those standards are further
described in the “Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements”
section of our report.

We are independent of the Group in accordance with the applicable laws of Hungary, with the Hungarian
Chamber of Auditors’ Rules on ethics and professional conduct of auditors and on disciplinary process
and, as well as with respect to issues not covered by these Rules, with the International Code of Ethics
for Professional Accountants (including International Independence Standards) issued by the International
Ethics Standards Board for Accountants (the IESBA Code) and we also comply with further ethical
requirements set out in these.

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

' the digital identification of above 529900PHL3J3ZRBC2J44-2022-12-31-hu.zip consolidated financial statements with SHA 256
HASH algorithm: 41E52A5BE5DA515E1547CB018DB582962C28FA868767577BC5C1D9330BE4BB7F

BDO Magyarorszag Konyvvizsgalo Kft. egy magyar korlatolt felelsségl tarsasag, az egyesiilt kiralysagbeli BDO International Limited garancia alapu korlatolt felelésségii
tarsasag tagja és a fliggetlen cégekbdl alld nemzetkozi BDO halozat része.

BDO Hungary Audit Ltd., a Hungarian limited liability company, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent firms.

F6varosi Birosag Cégbirdsaga, Cégjegyzékszam: Cg. 01-09-867785 Csoportazonositd (Group-ID-Nr): 17780711-5-42
Group VAT Nr.: HU17780711
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These matters were addressed in
the context of our audit of the consolidated financial statements as a whole, and in forming our opinion

thereon, and we do not provide a separate opinion on these matters.

Key Audit Matter

How our audit addressed the Key Audit
Matter

Revenue recognition
Refer to Notes IV. 1. in the consolidated financial
statements

Revenue is an important measure used to
evaluate the performance of the Group. As a
consequence, it needs to be ensured that the
revenue in the consolidated financial
statements is real, accurate and refers to the
current year. Revenue from sales transactions
is recognized as of the performance date based

Our audit work supporting the revenue
recognition included the following substantive
audit procedures.

Existence and accuracy of sales revenue have
been tested on a sample basis and the items
selected have been reconciled to turnover

on the terms of the delivery contracts. confirmation letters as well as source
documents (invoice, contract, certificate of
performance).

We have tested on a sample basis the accuracy
of prepaid or deferred income.

Also, we have tested the credit notes issued
after the above balance sheet date in order to
ensure that they did not refer to sales revenue
recognized in the financial year of 2022.

We have applied analytical review procedures as
well for analysing sales turnover.

We have checked the appropriate compliance
with relevant financial reporting standards,
accounting records and disclosures.

BDO Magyarorszag Konyvvizsgalo Kft. egy magyar korlatolt feleldsségl tarsasag, az egyesiilt kiralysagbeli BDO International Limited garancia alap( korlatolt felel6sségi
tarsasag tagja és a fluggetlen cégekbdl allo nemzetkozi BDO halozat része.

BDO Hungary Audit Ltd., a Hungarian limited liability company, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the

international BDO network of independent firms.

Csoportazonositd (Group-ID-Nr): 17780711-5-42
Group VAT Nr.: HU17780711

Févarosi Birosag Cégbirdsaga, Cégjegyzékszam: Cg. 01-09-867785
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Other information

Other information comprises the information included in the consolidated business report and in the
integrated report of the Group for 2022. Management is responsible for the other information and for
the preparation of the consolidated business report in accordance with the provisions of the Accounting
Act and other relevant regulations. Our opinion on the consolidated financial statements expressed in
the “Opinion” section of our independent auditor’s report does not cover the other information.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge obtained in the audit, or otherwise appears
to be materially misstated. If based on our work performed we conclude that the other information is
materially misstated we are required to report this fact and the nature of the misstatement.

Furthermore, in accordance with the Accounting Act, our responsibilities regarding the consolidated
business report also include reviewing the consolidated business report to assess whether the
consolidated business report was prepared in accordance with the relevant provisions of the Accounting
Act and other regulations, if any, including the assessment whether the consolidated business report
complies with the requirements of Section 95/B. (2) e) and f) of the Accounting Act. Furthermore, in
accordance with the Accounting Act we shall make a statement whether the information referred to in
Section 95/B. (2) a)-d), g) and h) and Section 95/C (2) a)-e) has been provided in the consolidated
business report.

In course of performing this responsibility, forming our opinion relating to the business report, we have
considered the Commission Delegated Regulation (EU) 2019/815 (17 December 20218) on the European
Single Electronic Format (“ESEF Delegated Regulation”) of the Directive 2004/109/EC of the European
Parliament and the Council as other regulation prescribing further content requirements for the business
report.

In our opinion, the consolidated business report and the integrated report of ALTEO Nyrt. and its
subsidiaries for 2022 corresponds to the consolidated financial statements of ALTEO Nyrt. and its
subsidiaries for 2022 and the relevant provisions of the Accounting Act as well as the previously
mentioned other regulation in all material respects. The information referred to in Section 95/B. (2) a)-
d), g) and h) ) and Section 95/C (2) a)-e) of the Accounting Act has been provided.

We are not aware of any other material inconsistency or material misstatement in the consolidated
business report and in the integrated report therefore we have nothing to report in this respect.

BDO Magyarorszag Konyvvizsgalo Kft. egy magyar korlatolt felelGsségl tarsasag, az egyesiilt kiralysagbeli BDO International Limited garancia alap( korlatolt felelGsségli
tarsasag tagja és a figgetlen cégekbdl allo nemzetkozi BDO halozat része.

BDO Hungary Audit Ltd., a Hungarian limited liability company, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent firms.

Févarosi Birosag Cégbirdsaga, Cégjegyzékszam: Cg. 01-09-867785 Csoportazonositd (Group-I1D-Nr): 17780711-5-42
Group VAT Nr.: HU17780711
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Responsibilities of management and those charged with governance for the consolidated financial
statements

Management is responsible for the preparation of the consolidated financial statements that give a true
and fair view in accordance with International Financial Reporting Standards as adopted by the European
Union, and for such internal control as management determines is necessary to enable the preparation
of consolidated financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the consolidated 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 liquidate 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.
The auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HNSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these consolidated financial statements.

As part of an audit in accordance with HNSAs, we exercise professional judgment and maintain
professional scepticism throughout the audit.

We also:

e Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
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e Conclude on the appropriateness of management’s use of the going concern basis in the
preparation of the consolidated financial statements and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that may cast significant
doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the consolidated financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditor’s report. However, future events or conditions may cause the Company to cease to
continue as a going concern.

e Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that gives a true and fair view.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

e We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

In compliance with Article 10 (2) of Regulation (EU) No. 537/2014 of the European Parliament and the
Council, we provide the following information in our independent auditor’s report, which is required in
addition to the requirements of International Standards on Auditing:

Appointment of the Auditor and the Period of Engagement

We were appointed as the auditors of ALTEO Nyrt. by the General Meeting of Shareholders on 30 April
2020 and our engagement has been lasting for three years without interruption.

Consistence with the Additional Report to the Audit Committee

We confirm that our audit opinion on the consolidated financial statements expressed herein is consistent
with the additional report to the Audit Committee of ALTEO Nyrt., which we issued on 30 March 2023 in
accordance with Article 11 of Regulation (EU) No. 537/2014 of the European Parliament and the Council.

Provision of Non-audit Services

We declare that no prohibited non-audit services referred to in Article 5 (1) of Regulation (EU) No.
537/2014 of the European Parliament and the Council were provided by us to the Group. In addition,
there are no other non-audit services which were provided by us to the ALTEO Nyrt. and its controlled
undertakings and which have not been disclosed in the consolidated financial statements or in the
consolidated business report.

The engagement partners on the audit resulting in this independent auditor’s report are the signatories
of the report.

REPORT ON THE COMPLIANCE WITH THE PROVISIONS OF THE REGULATION ON THE EUROPEAN SINGLE
ELECTRONIC FORMAT REGARDING THE PRESENTATION OF THE CONSOLIDATED FINANCIAL
SATETEMENTS

We have performed a reasonable assurance engagement about the compliance with the provisions
of the ESEF Delegated Regulation regarding the presentation of the consolidated financial statements
of the Group in the 529900PHL3J3ZRBC2J44-2022-12-31-hu.zip digital file (“consolidated financial
statements in ESEF”).

Responsibilities of management and those charged with governance for the consolidated financial
statements in ESEF

Management is responsible for the presentation of the consolidated financial statements in ESEF
complying with the ESEF Delegated Regulation. This responsibility includes:

e the preparation of the consolidated financial statements in the applicable XHTML format;

o selection and application of appropriate iXBRL mark-ups in accordance with the provisions
of ESEF Delegated Regulation, using judgement if needed, including the full application of
core mark-ups, as well as the appropriate creation and connection of extension elements;
and
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e the design, implementation and operation of internal control relevant for the adaptation of ESEF
Delegated Regulation.

Those charged with governance are responsible for overseeing the Group’s financial reporting process,
including the compliance with the of ESEF Delegated Regulation.

Our responsibility and summary of the work performed

Our responsibility is to provide an opinion, based on the evidence we have obtained, about that the
presentation of the consolidated financial statements in ESEF complies, in all material respects, with the
provisions of the ESEF Delegated Regulation. We conducted our reasonable assurance engagement in
accordance with the Hungarian National Standard on Assurance Engagements 3000 (revised) ”Assurance
Engagements Other than Audits or Reviews of Historical Financial Information” (”ISAE 3000”).

The reasonable assurance engagement in accordance with ISAE 3000 includes performing procedures to
obtain evidence about the compliance with ESEF Delegated Regulation. The nature, timing and extent
of the procedures selected, including the assessment of risk of material discrepancy, whether due to
fraud or error, from the provisions of ESEF Delegated Regulation, depend on the auditor’s judgement.

Our reasonable assurance engagement included the assessment of the marking up, the assessment of the
Group’s internal controls relevant for the adaptation of the provisions of ESEF Delegated Regulation as
well as the examination of whether the XHTML format is properly applied; valuation of the completeness
of the Group’s marking up of the consolidated financial statements using XBRL mark-up language,
examination of the appropriateness of the iXBRL elements selected from ESEF taxonomy applied by the
Group and, where appropriate element was not identified in ESEF taxonomy, the appropriateness of
creation of extension elements, as well as the valuation of connection applied regarding the extension
elements.

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Conclusion
In our opinion, the presentation of the Group’s consolidated financial statements in ESEF in the
529900PHL3J3ZRBC2J44-2022-12-31-hu.zip digital file for the year ending December 31, 2022 complies, in
all material respects, with the provisions of the ESEF Delegated Regulation.
Budapest, 30 March 2023

BDO Hungary Audit Ltd.

1103 Budapest, Kéér utca 2/A
Registration number: 002387

Andras Schillinger Péter Kékesi
Director Certified Auditor
Chamber registration No.:
007128

This is the translation of the original Hungarian statutory report. In case of any discrepancies, the original
Hungarian version prevails.

BDO Magyarorszag Konyvvizsgalo Kft. egy magyar korlatolt feleldsségl tarsasag, az egyesiilt kiralysagbeli BDO International Limited garancia alapu korlatolt felelésségU
tarsasag tagja és a fiiggetlen cégekbdl allo nemzetkozi BDO haldzat része.

BDO Hungary Audit Ltd., a Hungarian limited liability company, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent firms.

Févarosi Birosag Cégbirosaga, Cégjegyzékszam: Cg. 01-09-867785 Csoportazonositd (Group-ID-Nr): 17780711-5-42
Group VAT Nr.: HU17780711

ALTEO GROUP / INTEGRATED REPORT 2022 / 231



