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CROATIA 

 

Support for the Implementation of the Corporate Governance Action Plan applicable to 

“HRVATSKA ELEKTROPRIVREDA D.D. (HEP)”  

 

“Corporate Governance Consultants” 

 

Terms of Reference 

 

1. BACKGROUND 

 

The European Bank for Reconstruction and Development (the “EBRD”) is providing a loan of 

up to EUR 87 million to HRVATSKA ELEKTROPRIVREDA dioničko društvo (“HEP” or 

the “Company”),1 , a joint stock company incorporated in Croatia. As part of the Loan 

Agreement between HEP and EBRD, HEP committed to implement a Corporate Governance 

Action Plan (“CGAP”), targeting the most relevant areas necessitating improvements in 

corporate governance practices and related legal acts. The CGAP also includes actions aimed 

at strengthening HEP’s compliance function and related internal policies and procedures. 

 

The EBRD is providing further support to HEP with respect to improving corporate 

governance. In this context, the EBRD is providing technical assistance (subject to availability 

of donor funding) to HEP in order to assist with the implementation of the CGAP. In particular, 

it is foreseen that activities will, inter alia, include developing succession planning for key 

function holders and in establishing a risk management function and compliance function 

(including the development of a compliance programme). Where appropriate, this work shall 

be followed up with provision of training related to the functioning of the mentioned 

bodies/functions. 

 

All the tasks to be performed in the above mentioned areas will be undertaken following best 

applicable corporate governance practices and international standards (in particular the OECD 

Principles of Corporate Governance and the OECD Guidelines on Corporate Governance for 

State-Owned Enterprises), and taking into account Croatian corporate governance standards, 

national regulatory framework, primarily Government decision on the obligation to introduce 

the function of monitoring compliance of business operations in majority state-owned entities 

of 17 October 20192,   national best practices and the specificities of the local legal/institutional 

setting, as well as the commitments undertaken in the CGAP. The tasks relating to compliance 

shall also be in line with good international practice documents, including (but not limited to) 

ISO 37001 on Anti-Bribery Management Systems, Transparency International’s Business 

Principles for Countering Bribery and Transparency International’s 10 Anti-Corruption 

Principles for State-Owned Enterprises. 

 

With respect to the tasks mentioned above, EBRD is looking to engage Corporate Governance 

Consultants (the “Corporate Governance Consultants”) that will assist HEP in implementing 

                                                           
1 As a fully state-owned joint-stock company, HEP is the central actor in the Croatian electricity sector, dealing 

with generation, distribution and supply of electricity. More information on HEP is available at: 

http://www.hep.hr.  
2 https://vlada.gov.hr/UserDocsImages/2016/Sjednice/2019/Listopad/185%20sjednica%20VRH/185%20-

%206.docx 

http://www.hep.hr/
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specific actions of the CGAP as detailed below (the “Assignment”). These Terms of Reference 

detail the activities of the Corporate Governance Consultants. 

 

2. PROJECT OBJECTIVE 

 

This Assignment aims at supporting HEP in improving HEP corporate governance practices. 

In particular, the Corporate Governance Consultants shall assist HEP in implementing selected 

actions of the CGAP as outlined below. 

 

3. SCOPE OF WORK 

 

The Corporate Governance Consultants shall assist HEP in developing internal legal acts, 

policies and procedures, establishing or restructuring selected functions of the Company and 

providing training, as described in more details below. 

 

The Corporate Governance Consultants, under the coordination of the EBRD Operation 

Leader, are expected to undertake the tasks outlined below: 

 

 

3.1. Establishment of the Risk Management function and delivery of risk management 

workshops  

 

Risk Management function and rulebook for risk management 

As a first step, the Corporate Governance Consultants shall analyse HEP’s existing approach 

to risk management from a structural and operational standpoint, as well as the connection 

between risk management and the Company’s strategy. The Corporate Governance 

Consultants shall compare the Company’s practices in the above areas to international best 

practices and shall conduct a gap analysis to understand and identify areas for improvement, 

as well as the measures and resources that need to be adopted. Based on this, the Corporate 

Governance Consultants shall prepare a comprehensive report, including detailed 

recommendations and a prioritized timeline, for HEP to implement. This shall include human 

resources, management structures, policies, systems, procedures, documentation, and tools to 

be developed to carry out and implement the risk management function. Report will specify 

whether the recommendations will be applied on the Company level or also throughout the 

subsidiaries. 

 

Based on the above review, the Corporate Governance Consultants shall assist HEP in 

structuring the responsibilities and functions of the risk management function, so that tasks, 

roles and positioning of this function within HEP are in line with the commitments from the 

CGAP. The Corporate Governance Consultants shall also draft the outline of a process by 

which risk considerations are taken into account for the preparation of the strategy and business 

plan, detailing the roles of all internal stakeholders involved in the process and setting out a 

timeline during the annual planning cycle. The Corporate Governance Consultants shall define 

duties and responsibilities of the risk management function and the above mentioned processes 

in the form of a dedicated rulebook.  The Corporate Governance Consultants shall also assist 

the Company in ensuring the risk management function works effectively and that the rulebook 

is implemented. 

 

Risk management workshops 
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Once the risk management function has become operational, the Corporate Governance 

Consultants shall cooperate with that function and assist it in the preparation and delivery of 

risk management workshops across the Company. The draft workshops program shall, inter 

alia, include information on the risk profile of HEP (i.e. key risks to which the Company is 

exposed to), the Company’s risk appetite and the measures it takes to mitigate key risks, the 

role and positioning of the risk management function, the role of individual function/business 

lines in identifying, measuring and mitigating risks and the roles of the HEP Supervisory Board 

and its committee(s) in  matters related to risk management. 

 

Management Risk Committee 

If so instructed by the Company and EBRD, the Corporate Governance Consultants shall also 

assist HEP in establishing a Risk Management Committee. The Corporate Governance 

Consultants shall draft terms of reference for this committee, so that its tasks, composition and 

working procedures are in line with the commitments from the CGAP and assist the Company 

in ensuring the Committee works effectively. 

 

3.2. Developing the Compliance Programme 

 

As a first step, the Corporate Governance Consultants shall analyse HEP’s existing compliance 

policies and procedures, as well as their implementation, and compare them to applicable local 

and international laws, as well as international good practice. The Corporate Governance 

Consultants shall conduct a gap analysis to understand and identify areas for improvement, as 

well as the measures and resources that need to be adopted. Based on this, the Corporate 

Governance Consultants shall prepare a comprehensive report, including detailed 

recommendations and a prioritized timeline, for HEP to implement. This shall include human 

resources, management structures, policies, systems, procedures, documentation, and tools to 

be developed to carry out and implement an effective integrity compliance function and 

process.  

 

Based on the above review, the Corporate Governance Consultants shall prepare a description 

of tasks and responsibilities of the compliance officer which should be appointed by HEP.  The 

Corporate Governance Consultants shall also prepare a detailed draft compliance programme, 

setting out a detailed roadmap for the implementation of the recommendations. The programme 

should enable HEP to (a) identify the resources required to be committed to its implementation, 

(b) assess the operational implications of its implementation and (c) monitor progress in 

implementation. The compliance programme should identify priority areas and set out a 

complete implementation timeline with milestones. 

 

For each recommendation, the Corporate Governance Consultants shall: 

(i) Prepare the timeline for implementation, specifying the (i) current stage, (ii) target 

start date, and (iii) target finish date; 

(ii) Indicate priorities for implementation; 

(iii) Identify the appropriate sequence of events necessary for successful implementation; 

(iv) Identify the resources needed for successful implementation;  

(v) Specify whether the recommendations will be applied on the Company level or also 

throughout the subsidiaries.  

(vi) Identify the relevant personnel/department(s) responsible for initial and subsequent 

implementation; 
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(vii) Identify the relevant output documents including, but not limited to, manuals, 

reports, procedures, training documents; and support HEP in their development and 

drafting; 

(viii) Identify the training required for successful implementation with specifying the 

relevant personnel/department(s) to be trained; and support HEP in developing and 

delivering training as required. 

 
The Corporate Governance Consultants shall work with the Company and the compliance 

officer in the implementation of the compliance programme, (i) by providing advice on specific 

issues when requested, including by helping outline (i.e., table of contents) key policies and 

manuals; and (ii) by carrying out training programs on best international practices in terms of 

compliance procedures to the compliance team of HEP. This should include a “training of 

trainers” session which HEP’s compliance team can then routinely deliver company-wide 

themselves.  

 

 

3.3. Developing a succession plan 

 

The Corporate Governance Consultants will provide help in developing a succession planning 

for key senior management of HEP in line with the CGAP, in order to ensure leadership 

continuity in key positions. 

  

In particular, the Corporate Governance Consultants shall:  

(i) identify key/critical positions within the Company that are subject to succession 

planning;  

(ii) conduct position analysis and identify the qualifications and expertise needed to meet 

current and future leadership needs;  

(iii) develop procedures aimed at identifying, promoting and selecting employees/ with high 

potential for succession and propose measures aimed at career development of those 

persons; 

(iv) develop procedures aimed at identifying and selecting individuals not employed by the 

Company  

(v) in line with the above items, develop plans for succession for each identified position 

and propose a set of measures that the Company should take in order to effectively 

implement the plans, with indicative timelines for their implementation;  

(vi) develop plans for succession in emergency situations; 

(vii) develop procedures for monitoring, evaluating and revising the succession plan on a 

regular basis.  

When preparing the plan referred to above, the Corporate Governance Consultants shall also 

review the mapping of the key functions and businesses of the HEP and give recommendations 

on how to improve the mapping, as appropriate. 

 

3.4. Advise on implementation of other actions related to CGAP implementation 

 

The Consultants shall review bylaws and any other documents developed by HEP as a result 

of CGAP implementation and assess if they correspond in substance and form to the description 

of actions from the CGAP. Based on this assessment, the Consultants shall propose any 

additional changes necessary to bring those actions in line with the requirements of the CGAP, 

or further improve and align them with best international practices. In doing so, the Consultants 

shall ensure that any advice provided can be implemented under the Croatian legal framework. 
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4. IMPLEMENTATION ARRANGEMENTS 

(a) The expected maximum duration of the Assignment is 36 months.  

(b) The CGAP shall be shared with the Corporate Governance Consultants upon 

signing of the consultancy contract and any confidentiality statements provided 

by HEP; 

(c) The Company shall fully cooperate with the Corporate Governance Consultants 

for the entire duration of the Assignment.  

(d) The Company has signed a letter agreeing to these Terms of Reference and 

undertaking to implement the full scope of work envisaged hereby. 

(e) The Company is expected to assign a coordination officer for contacts with the 

EBRD and the Corporate Governance Consultants for coordination of the 

Assignment.  

(f) The Corporate Governance Consultants shall be required to spend not less than 

50% of the Assignment time onsite. The Corporate Governance Consultants are 

also expected to attend one or more Supervisory Board, committee(s) and general 

shareholders meetings as observer. 

(g) The Corporate Governance Consultants shall collaborate, share findings and hold 

regular meetings with the other consultants contracted by the EBRD for assistance 

in the implementation of other CGAP actions in order to align their work and 

findings. The EBRD and a representative of the Company can attend these 

meetings. 

 

5. DELIVERABLES 

(i) Analysis of HEP’s existing approach to risk management and preparation of 

report with recommendations and timeline, in accordance with Section 3.1 above 

(ii) Draft terms of reference for the Risk Management function and the Risk 

Management Committee, in accordance with Section 3.1 above; 

(iii) Delivery of risk management workshops, in accordance with section 3.1 above; 

(iv) Analysis of HEP’s existing compliance policies and procedures and preparation 

of report with recommendations and timeline, in accordance with Section 3.2 

above; 

(v) Draft Compliance Programme, in accordance with Section 3.2 above; 

(vi) Assistance in the implementation of the Compliance Programme, in accordance 

with Section 3.2 above; 

(vii) Draft succession plan, in accordance with Section 3.3 above; 

(viii) Advice on other CGAP actions, in accordance with Section 3.4 above. 

 

6. REPORTING 

(a) The Consultants shall report to the EBRD Operation Leader and to an Assignment 

Team composed of representatives of EBRD, the Company, which shall closely 

monitor the implementation of the Assignment. 

(b) Draft analysis and report on risk management function hall be prepared within 3 

months from the Inception Date; 

(c) Draft terms of reference for the Risk Management function and the Risk 

Management Committee shall be prepared within 6 months from the Inception 

Date; 

(d) Risk management workshops shall be delivered within 12 months from the 

Inception Date; 
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(e) Draft Analysis of HEP’s existing compliance policies and procedures and report 

with recommendations and timeline shall be prepared within 3 months from the 

Inception Date  

(f) Draft Compliance Programme shall be prepared within 12 months from the 

Inception Date; 

(g) Assistance in the implementation of the Compliance Programme shall be 

completed within 36 months from the Inception Date; 

(h) Draft succession plan shall be prepared within 24 months from the Inception 

Date; 

(i) Advice on other CGAP actions shall be provided within 18 months from the 

Inception Date. 

 

 

Deliverables (both draft and final) shall be prepared both in English and in Croatian and shall 

address all areas as referred to above in detail. Where appropriate, detailed information shall 

be included in appendices. The EBRD and HEP shall be allowed to provide comments to all 

drafts presented. 

 

The Corporate Governance Consultants shall be prepared to provide additional ad hoc info as 

required by EBRD or HEP. 

 

The Donor of Technical Cooperation funds might require adequate visibility for its 

contribution. The Consultants shall collect evidence of donor's visibility on all produced reports 

for the Assignment. The final report shall detail the ways in which the donor's visibility 

requirements were adhered to. 

 

Confidentiality 

All information enclosed in these terms of reference as well as that associated with the 

Assignment – shall remain confidential. 

 

* * * 


