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The Advisory Team for the Capital Increase of EPCG
Led by UniCredit Markets & Investment Banking

The Advisory Team

Markets & Investment Banking

Team of advisers led by UniCredit Markets & Investment Banking (UniCredit MIB) acting through Zagrebacka Banka
d.d. was selected on 15™ October 2008 to advise the Agency for Restructuring and Foreign Investments of
Montenegro and EPCG on the capital increase of EPCG. The team of advisers consist of:

UniCredit MIB; investment banking professionals based in Vienna, Zagreb and Belgrade with sector expertise and
privatization track record in CEE/former Yugoslavia.

Schonherr Rechtsanwaélte and Moravcevic Vojnovic Zdravkovic OAD; Vienna and Belgrade-based legal team
with expertise/track record in CEE privatizations and high profile E&U transactions with local legal support.

Energetski Institut Hrvoje Po ar, sector/regulatory/environmental experts based in Zagreb with extensive
experience of the Montenegrin energy environment.

Baker Tilly Western Balkans, Belgrade-based financial/tax expert team.
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The Advisors have significantly advanced the preparatory work for the transaction.

Main tasks of the Advisors

Designing the Capital Increase Strategy
COMPLETED

Sector and Regulatory Analysis
SWOT Analysis

Market Assessment

Capital Increase Strategy

Preparation of Sales Documentation
ONGOING

Operational, Financial, Legal and Technical
Due Diligence

Environmental Review
Valuation; and
Sales Documentation

Implementation of Sales Process
UPCOMING

Launching of the tender process
Pre-qualification process

Management of the investor due diligence
process and data rooms, management
presentation, and site visits

Receipt and evaluation of comments to
transaction documents and bids

Advising on completing the transaction.
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Objectives of the Transaction

Government of Montenegro is dedicated to ensure successful project implementation

Objectives of the Transaction

Attract a strategic investor (“Investor”) that will:
carry out necessary investments and development programs of EPCG,
implement new technologies,
apply modern management methods,
comply with highest environmental standards

Strengthen the position of EPCG in the regional electricity market, in order to position EPCG in the best
manner for the upcoming liberalization and market opening;

Implement the capital increase of EPCG in an expedite process and in accordance with international
standards.
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Legal Basis for the Transaction
Public tender procedure according to the Montenegrin Legislation

Key Elements of the Transaction Structure

Law on Privatization — Privatization Act
— Assigns the management role of the privatization process to the Privatization Council

— Privatization Council has executive powers to run privatizations in line with annual Privatization Plans adopted by
Government of Montenegro

— Assigns and allows the Agency for Restructuring and Foreign Investment of Montenegro (the “Agency”) to monitor
privatization transactions on behalf of the Government of Montenegro

Decision on the Privatization Plan for 2009
— The Government has passed a Decision on the Privatization Plan for 2009 which:

(i) places EPCG among the companies the privatization of which will be continued via public tender process initiated
on the basis of the Privatisation Plan for 2008*

(ii) does not specify the percentage of the share capital to be privatized

Ordinance on sale via Tender
— Defines the methods and procedures for the sale of shares by public tender

— Specifies that a public tender for the privatization of a company shall be organized and implemented by the Tender
Commission appointed by the Privatization Council

All privatizations are exempted from rules and procedures prescribed by takeover act and securities act
— Relevant for EPCG as the company is traded on the Montenegrin stock exchanges

* Privatization Plan for 2008 states two possible methods of privatization of EPCG whereby both methods must ensure that the
Government retains more than 50% of the shares in EPCG on completion of the privatization process. The methods are:

(i) privatization through the sale of the Government's shares in EPCG, or

(ii) privatization through the process of a share capital increase of EPCG




Structural Considerations

Key Elements of the Transaction Structure

Transaction structure currently considered by the Government of Montenegro

Government of Montenegro will offer a minority stake in EPCG (envisaged to be 22%) via a capital increase, by
awarding subscription rights of new shares in EPCG to an investor.

Shares will be subscribed by the winning bidder.
Existing shareholders will not subscribe to the capital increase and thus be diluted.

Shareholders agreement / management contract to be signed with strategic investor in order to regulate corporate
governance and day-to-day management.

Investor

22%

(0%)*

Shareholders

Agreement /

Management
Contract

.| Government of Other
Montenegro Shareholders
55%] (71%)* 23%] (29%)*

l

*Numbers in brackets indicate stake prior to the transaction

Additional transaction elements under consideration

Government of Montenegro is considering possibility to introduce a conditional call option for the strategic investor to
reach a stake of more than 50% in EPCG.




TSO Unbundling

After unbundling, two companies will have identical shareholding structure

Key Elements of the Transaction Structure

Legal unbundling of EPCG’s transmission unit by means of a spin-off will be performed in accordance with the
CompaniesCAct.

Amendments to the CompaniesCAct introduced spin-off as a form of corporate restructuring that have been adopted by
the Montenegrin Parliament.

Pre spin-off Spin-off Post spin off
6li Key steps for spin-off: ) .
EPCG (6 licenses) EPCG Legal unbundling shall be done by a spin-off EPCG (3licenses)
e
— Spin-off envisages separation of FU
Transmission named “Prenos” from the
existing EPCG

All assets and liabilities of FU Transmission

shall be transferred to Prenos
All remaining assets and liabilities shall
: remain with EPCG

: Companies (EPCG and Prenos) shall have
the same shareholder structure as the Prenos (3 licenses)**

existing EPCG
Mirror shareholders structure after spin-off
(m] (m]
EPCG Prenos
=] =]
k k
u u

*Licence for generation, licence for distribution (distribution system operator) and licence for supply
** | icence for transmission, licence for transmission system operator and licence for market operator
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Investor Prequalification
Prequalification criteria will be defined at launching of the transaction

Investor Prequalification

Interested investors will have to prequalify in order to participate in the transaction
Different criteria are to be set (details still under consideration):

Financial strength and stability

— minimum annual revenues

— minimum total assets

Credit rating

— certain rating or evidence of strong credit profile

Operational and technical data

— minimum electricity sales volume

No conflict of interest

Additional general information about investor may be requested

— description, financial information, incorporation documents

Consortiums will be allowed to participate but shall be lead by an investor that fulfils the prequalification criteria
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Main Steps of the Transaction (Indicative schedule)

Tender for “new” EPCG (EPCG excluding Prenos)

“new” EPCG

January 2009

~_

July 2009

The Government of Montengro is also considering a separate partial privatization of Prenos

Tender announcement
Investors pre-qualification

Distribution of sales documents package

Virtual and physical data room
Management presentations
Site visits

Q&A with management

Bid submission

Selection of a wining bidder

Negotiation and closing

Indicative Timetable




Agenda

THE ADVISORY TEAM
OBJECTIVES OF THE TRANSACTION

KEY ELEMENTS OF THE TRANSACTION STRUCTURE
INVESTOR PREQUALIFICATION
INDICATIVE TIMETABLE

INVESTMENT HIGHLIGHTS AND IMPORTANT ASPECTS




Investment Highlights

Transaction rationale and favorable investment environment

Transaction rationale

Power utility privatization via capital
increase

Investor influence on the future of the
company via management and
shareholders agreements

Possibility for the Investor to increase its
stake by purchasing shares from free float
Stake for sale will allow management of
EPCG and possibly include conditional call
option for majority stake

Provides opportunity to tap various
additional projects (e.g. Mora a HPPs and
TPP Pljevlja II)

Clear and transparent sale process

Investment environment

Investment Highlights and important Aspects

Strong GDP growth (2008 — 8%)

Euro implemented as local currency

Growth of FDI

Moderate inflation of 5% expected in 2009
Signed Stabilization and Association Agreement
with EU

Montenegro submitted application for EU member
candidacy

Implementation of the constitution in line with
European standards




Investment Highlights (cont’d)

EPCG is an attractive opportunity in energy sector with development potential

Investment Highlights and important Aspects

Currently sole utility player, covering
whole territory

Diversified power generation base Growing consumption by households
Production of base and peak energy Increasing tariffs aiming to meet average EU levels
in mid term

Highly educated and experienced work
force

Sufficient coal and hydro resources
High transmission capacities
Well connected to neighboring countries

Value creation potential from further
efficiency improvement and know-how
transfer

Potential for improvement of operational
and financial performance

Basic regulatory framework in place

Opportunities for building new generation
capacities

Unused significant hydro potentials

Cross-roads market (potential future connection to

Italy)
Market liberalization

Attractive opportunity
Sector development




Important Aspects
Ongoing efforts by EPCG stakeholders to successfully finalize important aspects

Investment Highlights and important Aspects

Power supply agreement valid until 2010

KAP
Upon expiry of the agreement, KAP is expected to buy electricity at the open market
TPP Pljevlja is supplied by lignite from the Pljevlja Coal Mine
Lignite Lignite has been supplied under regulated prices by the Regulatory Agency
Supply Several supply interruptions occurred in the past when the mine was not able to deliver the contracted

amounts
Long term lignite supply agreement is being considered

The Regulator will take further steps in adopting the necessary by-laws and regulations for compliance with
the EU Acquis Communautaire

Further details of the tariff regulation and guidelines regarding the calculation of tariffs are to be issued

Regulation The engagement of external consultants to help with implementation of furhter changes to the regulatory
framework is being considered

The Government of Montenegro is analyzing the option of applying for a Partial Risk Guarantee (“PRG”") by
the World Bank for the purpose of this transaction

Market . -
ar _e There is a need for clear and complete definition of the market model
Opening
The Government of Montenegro is analyzing the option of awarding directly one of the four HPPs on Mora a
Mora a .
HPP river to EPCG
S . .. . .
In any case EPCG will participate in the tender for HPPs on Mora a river
Uil Ongoing unbundling process is being pursued in order to manage objectives set by the Government of

Montenegro
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