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DEAR LADIES AND GENTLEMEN,

In many respects, the year 2019
marked the beginning of fundamental
changes in the European energy sec-
tor. At its end, the Member States of
the European Union (EU) reached an
agreement, with the exception of Po-
land, on achieving carbon neutrality
by 2050. The new European Commis-
sion introduced the so-called Green
Agreement, a package of measures
expected to intensify efforts by indi-
vidual EU Member States in the field
of climate change and environmental
protection. The European Investment
Bank announced its decision to stop
funding any fossil fuel projects after
2021. The planned changes and ac-
celerating developments in the field
of the EU's energy and climate policy

will bring challenges for the Slovak
gas industry. As a leader in the Slovak
energy market, SPP embraced these
new challenges in 2019. Today, we
are ready to keep developing further
the ongoing, as well as wholly new
projects focused on green energy, en-
ergy efficient services and eco-mo-
bility. Our new vision and strategy,
which we have adopted, fully accept
the global trends and expectations
associated with the development in
the energy market, while respecting
the real needs of SPP customers with
the clear goal of ensuring their satis-
faction with our services.

It is undoubtedly the replacement
of coal with gas that may contrib-

ute in the coming years to air pro-
tection and reduction of greenhouse
gas emissions in Slovakia. Whether
in electricity and heat production
or with respect to more active use
of compressed (CNG) and liquefied
(LNG) natural gas in transport. How-
ever, in the long term we consider
it necessary to speed up both the
institutional and legislative support
for the development of the so-called
green gases, i.e. biogas or biometh-
ane, the utilisation of waste for power
generation purposes and, last but not
least, the use of hydrogen. The abil-
ity of the existing gas infrastructure
to provide transmission of these new
gases to customers is likewise con-
sidered significant. The issue of closer
cooperation and interconnection of
gas and electricity markets remains
open today.

Last year, SPP confirmed its position
of an energy market leader in Slova-
kia with more than 1.3 million points
of supply. The number of custom-
ers purchasing gas and electricity
from the company continued grow-
ing. Moreover, SPP remained the first
choice for customers who decided
to switch to a new electricity suppli-
er. We are pleased with this success,
especially given the fact that we op-
erate on this market in a competitive
environment with naturally dominant
players whose customer portfolio size

stems from the fact that they "inherit-
ed” this portfolio from the past as for-
mer exclusive providers of services in
the electricity sales market. The share
of SPP in the households segment of
the electricity market reached near-
ly 9% in 2019, ranking the company
fourth among electricity suppliers to
households. At the end of 2019, we
supplied electricity to approximately
200 000 points of supply. We value
the trust our customers have shown
us and [ would like to thank them for
using SPP's services.

We at SPP are well aware of our re-
sponsibility as a market leader. This
status, though, also allows us the op-
portunity to address the latest topics
that are, in the long run, of a strategic
nature not just for the company, but
also for society. As a reliable supplier
of gas and electricity, SPP wishes to
develop and build up the company
as a major player in the field of re-
newable energy sources, which we
consider a means for improving the
quality of the environment. As [ have
already outlined, the new strategic
vision is closely associated with the
promotion of green, energy-efficient
solutions. Not just on paper, but by
implementing specific practical steps
and measures.

We are well aware of the fact that
our customers are changing and ex-




pect us to introduce new services
and other innovations. We are ready
to convince in particular our younger
customers that buying energy from
SPP is the right choice for them, not
only in terms of reliability but also as
regards environmental protection.

Our new activities in acquiring the
status of a buyer of electricity pro-
duced by renewable energy sources
(RES) or highly efficient combined
heat and power (CHP) sources are in
line with the vision of gradually turn-
ing SPP into a major player in the field
of renewable energy. Our success in
the auction for the buyer of electricity
coming from RES and CHP sources in
the autumn of 2019 made SPP an im-
portant player not just in the field of
gas and electricity trading, but also in
the field of green energy trading. This
will allow us to fulfil our visions in the
future by gradually expanding the of-
fered comprehensive energy services.

Last year, our company expanded fur-
ther its range of services and products
guaranteeing SPP customers not just
reliable and secure energy supplies,
but also bringing real savings of time,
energy and money while enhancing
their personal safety, as well as the
safety of their homes. We are delight-
ed to see positive customer feedback
to our fair product No-Ties Electricity
for Loyal Customers. The portfolio of
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SPP services includes, among others,
the inspection of buildings, energy
audits, advice on applying for RES
subsidies and SPP SMARTHOME - an
offer for comprehensive implementa-
tion of smart home projects.

The end of 2019 saw uncertainty in
the energy sector associated with un-
predictable development in the rela-
tionship between Russia and Ukraine.
With the active participation of the
European Commission, the open is-
sue of future gas supplies was re-
solved by agreement between both
countries, resulting in new stabili-
ty. Under this agreement, the transit
of natural gas to the European Un-
ion through the territory of Ukraine
will continue in 2020. Moreover, this
5-year contract includes a clause on
the option to extend the contract for
an additional ten years. In connec-
tion with this agreement, other relat-
ed trade disputes between Gazprom
and Naftogaz have also been settled.
Regardless of these negotiations, SPP
over the summer was already respon-
sibly preparing for the winter season.
As the only guarantor of reliable and
secure gas supplies, not only for our
own customers, at the start of the
heating season we were able to con-
firm that our storage capacity in un-
derground gas storage facilities was
filled to the maximum usable capaci-
ty. In addition to the storage capacity

in the underground storage facilities
for our own customers, SPP also had
available storage capacity in the form
of the so-called strategic reserve to
cover any potential emergencies in
case of any threat to Slovakia's energy
security. On the other hand, though,
this comes with significant financial
expenses. It is important to note that
these are the expenses that are borne
by SPP alone, with no other ener-
gy supplier participating in covering
them.

In addition to its strategic and busi-
ness roles, SPP also fulfilled a lead-
ing role in the field of philanthrop-
ic projects. We supported activities
in this area by establishing the new
non-profit organisation — Neziskova
organizacia EF. Thanks to Nadacia SPP
and EkoFond, hundreds of various
projects were implemented over the
past twelve months and many posi-
tive creative ideas were turned into
reality throughout Slovakia. In 2019,
Nadacia SPP was awarded the Trans-
parent Corporate Foundation Certifi-
cate for the third time. The award is
given by the Association of Corpo-
rate Foundations in cooperation with
KPMG. The status of Nadacia SPP in
this field confirmed the active fulfil-
ment of the Criteria of the Transpar-
ent Corporate Foundation Code and
the Code of Ethics, to which we sub-
scribe. However, 1 consider the con-

tinuous support and our partnership
with the Slovak Paralympic Commit-
tee as equally important. We also be-
came a proud partner of the Slovak
Olympic and Sports Committee. I be-
lieve that we will contribute to mak-
ing both our sports teams successful
at the coming 2020 Summer Olympic
and Paralympic Games, which will be
held in Tokyo, Japan.

Dear Ladies and Gentlemen, I would
like to conclude my foreword by once
again thanking our customers for
their trust and cooperation over the
past year. In the coming months, we
stand ready to perform all our tasks
and business activities responsibly,
professionally and by taking into ac-
count the needs of all of our clients,
whether they are companies em-
ploying thousands of people, small
businesses, or households. We wish
to create for you all a cosy home
and pleasant working conditions by
offering quality, innovative servic-
es and products. Our goal is to get
even closer to you, and this not just
by focusing on meeting your individ-
ual energy needs, but also personally
by modernising our contact centres.
Equally, I would like thank our em-
ployees for their cooperation in 2019.
Every company is only as strong as
are its wise, teachable and motivat-
ed employees. Last but not least, a
big thank-you goes to our business

partners who identified with us in our
common goal — a strong and stable
company with satisfied customers.

Thanks to all of you — employees,
customers and business partners, SPP
improved its forecast financial results
for 2019 period in the field of opera-
tions by almost 25%.

At the same time, as part of its long-
term transformation process the
company was able to move towards a
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positive financial result in 2020, i.e. to
a green bottom line for the first time
in history. The adopted systematic
changes will allow SPP in the coming
years to maintain this trend of im-
proved financial results, thereby en-
suring higher value of the managed
assets for the 100% shareholder of
SPP, which is the Slovak Ministry of
Economy.

Ing. Jan Valko
Chairman of the Board of Directors




Slovensky plynarensky priemysel, a.s.
(SPP) is the largest and the most im-
portant Slovak energy supplier. In the
field of gas supplies, it builds directly
on 160 years of tradition in the Slovak
gas industry. Since 2012, the company
has been successfully operating also
in the electricity supply market. SPP
guarantees reliable, secure and com-
petitive supplies of gas and electricity
including complementary services in
all regions of Slovakia. It successfully
supplies natural gas or electricity to
more than 1.3 million points of supply.
In addition to supplying energy, SPP
focuses on providing energy-related
services, smart power solutions and
development of alternative fuels such
as CNG, LNG or biomethane.
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SPP realises activities in the field of so-
cial responsibility through EkoFond, n.
f., Neziskova organizacia EF and Nada-
cia SPP. Since 2014, the owner of 100%
of the company's shares has been the
Slovak Republic, which exercises its
shareholder rights through the Minis-
try of Economy of the Slovak Republic.

The sole shareholder of SPP, exercis-
ing the powers of the General Meeting,
elects the members of the Board of Di-
rectors and the Supervisory Board. The
CVs of the members of the Board of
Directors, Chairman of the Superviso-
ry Board and CEO of the company are
published on the SPP website.

The Board of Directors of SPP manag-
es the company's activities and makes

decisions on all matters, unless they
are reserved by legal regulations or
the Articles of Association for deci-
sion-making to the General Meeting or
the Supervisory Board.

The Supervisory Board is the supreme
control body of SPP. It supervises the
exercise of powers by the Board of Di-
rectors and the conduct of business
activities by the Company. One third
of the Supervisory Board is elected by
SPP employees, i.e. three members.

The calculation of the remuneration
paid to the members of the Board of
Directors and the Supervisory Board of
SPP is governed by the Remuneration
Rules for the Members of the Board
of Directors and Supervisory Board of

SPP approved by the General Meeting.
These rules are based on the Slovak
Government Resolution no. 159 of
2 March 2011 - Rules Governing the
Selection, Management and Remuner-
ation of State Representatives in the
Bodies of State-Owned Companies.

At the same time, the members of
the Board of Directors are all assigned
a benefit car with respect to the per-
formance of their duties of a BoD
member, and this in accordance with
the Discharge of Office Agreement
approved by the decision of the sole
shareholder of SPP.

IMPLEMENTATION OF THE CODE OF
CORPORATE GOVERNANCE

In 2019, SPP made significant progress
in the field of setting corporate gov-
ernance rules for the management of
state-owned companies, by which the
company aims to promote transparen-
cy and responsibility in corporate gov-
ernance in line with OECD recommen-
dations. In cooperation with an external
consultancy, an analysis of the corpo-
rate governance structure, procedures
and management systems in SPP and
the company’'s 100% subsidiaries was
prepared and subsequently compared
with OECD requirements. Despite the
findings confirming that SPP has long
met the set criteria in many areas, there
were 23 areas identified with potential
for improvement. In this respect, the
Board of Directors approved the imme-
diate implementation of specific action
steps, with the implementation of a
significant share of these steps having
already begun by the end of 2019. The
fulfilment of the remaining tasks is de-
fined by precisely established deadlines
and implementation methods. SPP's
overall compliance is regularly moni-
tored and published on the company'’s
website. SPP fully identifies and pro-
ceeds in accordance with the proposed
Code of Corporate Governance for
State-Owned Companies in Slovakia.

9



CHAIRMAN OF THE BOARD OF DIRECTORS

Ing. Jan Valko

VICE-CHAIRMAN OF THE BOARD OF DIRECTORS
Ing. Rudolf Slezak

MEMBERS

Ing. Ivan Gransky
Ing. Milan Hargas
Ing. Jan Szalay

Chief Executive Officer
Ing. Stefan Sabik

Chief Sales Officer

Ing. Richard Prokypcak

10

CHAIRMAN OF THE SUPERVISORY BOARD
Drh.c. Ing. Tibor Mikus, PhD., since 3 May 2019
Mgr. Maros Cislak, until 2 May 2019

MEMBERS

JUDr. Matus Busniak
Ing. Milos Danco

JUDr. Peter Drac¢

Ing. Michal Durkovi¢
Ing. Valéria Janoc¢kova
Ing. Dionyz Kaszonyi
Ing. Robert Maguth
Viera Uhrova




The vision of SPP is built on five pil-
lars: customer, sale of commodities,
service provider, investments and
stability. In 2019, the company in-
troduced its new long-term 2030
vision, the main goal of which is to
turn the company into a leader in
providing comprehensive utility solu-
tions for industry, the public sector
and households, with an emphasis on
the environment.

THE CUSTOMER

SPP’'s goals are determined by custom-
ers. That is why SPP focuses on building
relations with customers based on their
real needs.

COMMODITY SALES

SPP is a strong multi-commodity com-
pany. The company is a long-term lead-
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er among gas suppliers in Slovakia and
it has been successfully developing its
potential in the field of electricity sup-
ply. Moreover, in 2019 SPP remained the
first choice for customers who decided
to switch to a new electricity supplier. In
2019, SPP successfully bid in the auction
to acquire the status of a buyer of en-
ergy from renewable sources (RES) and
from highly-efficient combined heat
and power (CHP) sources. The success
in this auction made SPP an important
player not just in the field of gas and
electricity trading, but also in the field of
green energy trading. In the past years,
the company has established a stable
position of an energy supplier in the
Czech Republic.

In connection with global trends as-
sociated with greener and sustainable

development, SPP has begun directing
its activities towards centralised and
distributed energy production from re-
newable energy sources. Natural gas
has long been one of the most environ-
mentally-friendly sources of energy. It is
thanks to the use of natural gas that it is
possible to achieve a significant reduc-
tion in greenhouse gas emissions and
improvement in air quality. Therefore,
as a major energy company SPP sup-
ports investments in the development
of know-how and research in biometh-
ane and conversion of waste into car-
bon-neutral technologies.

SUPPLIER OF SERVICES

SPP provides comprehensive energy
services to all customers, working con-
stantly on diversifying its portfolio and
on developing innovative services.

INVESTMENTS

SPP has been boosting its position of a
strong energy group in the region by
implementing its investment strategy.

STABILITY

SPP aims to create conditions for bal-
anced financial management of the
company supported by growing sales in
new segments.

ENVIRONMENTAL RESPONSIBILITY
The new, long-term strategic vision
defines SPP as a provider of ‘green en-
ergy’, being closely associated with the
promotion of energy-efficient solu-
tions and provision of services with a
positive impact on the environment
and sustainable development.
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In 2019, SPP acted as a reliable and
innovative energy supplier, ener-
gy commodity trader on interna-
tional European exchanges and a
multi-commodity leader providing
solutions for comprehensive utility
needs for the industry, public sector
and households. In the past year, the
company strengthened its position as
a key gas supplier in the Slovak mar-
ket and, at the same time, grew its
share in the Slovak electricity market.

In 2019, SPP’s revenues from the sale
of products and services totalled
EUR 1 119 million, down by EUR 421
million against a year earlier. The rev-
enues were negatively influenced by
the lower volume of natural gas sold
on European exchanges. The aver-
age temperatures during the winter
heating season were higher in 2019
than in the previous year, which im-
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pacted the sales of natural gas on the
domestic market. From a statistical
point of view, the last two months of
2019 were in fact among the warmest
ones in the last few decades. Reve-
nues were positively influenced by
higher electricity sales.

The commodity market in oil and petro-
leum products was on a relatively stable
level in the course of 2019. The winter
period was warmer and the European
market was affected by supply exceed-
ing demand, which was the reason why
the commodity price went down on
the exchange. The effects of local cri-
ses within the eurozone contributed to
the unpredictability and instability of
the situation on the foreign exchange
market. Moreover, the exchange rate of
the euro against the dollar weakened,
which was caused by the events sur-
rounding Brexit.

As a leader in the Slovak energy mar-
ket, SPP provided uninterrupted supply
of energy to its customers. Further-
more, acting as a supplier of last resort
established by legislation, the company
guaranteed the security of gas supplies
not just for the company's own cus-
tomers but for the whole of Slovakia.

In 2019, SPP once again increased its
revenues from electricity sales. Com-
pared to the previous period, sales rose
by EUR 29 million, an increase in com-
modity sales by more than 12%. SPP
is one of the largest new suppliers of
electricity in Slovakia in terms of cus-
tomer numbers. SPP’'s aim is to main-
tain in the coming period this growing
sales trend in the electricity market
by offering a cost-saving dual energy
product and by broadening the portfo-
lio of services provided to customers.

Key items in operating expenses com-
prised gas purchase costs, gas storage
costs and electricity purchase costs.
The expiring gas transmission agree-
ment between Russia and Ukraine was
a hot topic in the energy sector. The
higher costs of SPP in 2019 were con-
nected with the filling of underground
storage facilities with gas, as the se-
curity of energy supplies is one of the
company'’s fundamental priorities.

Profit from financial operations be-
fore tax reached EUR 337 million in
2019. It essentially consisted of divi-
dends. For the financial year 2019, SPP
posted a pre-tax profit of EUR 233 mil-
lion. Total income tax liability stood at
EUR 12 million. Almost the entire vol-
ume of income tax consists of a special
levy that was down by EUR 11 million
on the previous year. Profit after tax
reached EUR 221 million.

COMPARISON
OF FINANCIAL
RESULTS

(in EUR million)

Revenues from customer contracts
Profit before tax
Income tax

Profit after tax




CAPITA

STRUCTURE

Total assets of SPP fell to EUR 2 872
million as at the balance sheet date.
They were down EUR 169 million
against the previous period (index of
0.94). Non-current assets amounted
to EUR 2 135 million. Among the key
items in non-current assets were long-
term financial investments and real-es-
tate investments, followed by buildings
and plants (including unfinished capital
construction).

Non-current assets comprised 74.3%
of total assets. Compared with the bal-
ance as at 31 December 2018, the item
‘Buildings, plant, machinery and equip-
ment’ fell by EUR 1.1 million (index of
0.98) at net book value. Other non-cur-
rent assets declined by EUR 1.7 million
against the previous period.

Capital expenditures represented EUR
2.5 million in 2019. The company in-
vested mostly in technical, commercial
and IT communication systems, and in
the reconstruction of SPP's office build-
ings and facilities.
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As at the balance sheet date, current
assets consisted of receivables, inven-
tories and cash. Their total volume
came to EUR 737 million, representing
25.7% of total assets.




Shareholders’ equity amounted to
EUR 2 423 million in 2019, representing
84.4% of the company's total capital. In
addition to share capital, the equity in-
cluded the statutory reserve fund, oth-
er funds, retained earnings, income of
the current period. Shareholders’ equity
in SPP fell by EUR 182 million against a
year earlier.

The company'’s share capital consisted
of the capital registered in the Com-
mercial Register, comprising EUR 885
million. It consists of 26 666 536 or-
dinary shares with a par value of EUR
33.19.

SPP SHAREHOLDER STRUCTURE AS
AT 31 DECEMBER 2019

Ministry of Economy of the Slovak
Republic 26 666 536 shares 100%

The balance of the company'’s statuto-
ry reserve fund was EUR 1 198 million
as at 31 December 2019.

In 2019, liabilities totalled EUR 449 mil-
lion, up EUR 12 million against the in-
itial balance. Total liabilities comprised
long-term liabilities of EUR 47 million
and short-term liabilities of EUR 402
million.
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SUBSIDIARIES, JOINT VENTURES AND AFFILIATED COMPANIES

1. SPP Infrastructure, a. s., Bratislava (SPP share 51%)
2. SPP CZ, as., Brno, Czech Republic (SPP share 100%)
3.SPP CNG s. 1. 0., Bratislava (SPP share 100%)
OTHER SUBSIDIARIES

1. Nadacia SPP, Bratislava (SPP share 100%)
2. EkoFond, n. f, Bratislava (SPP share 100%)
3. Neziskova organizacia EF (SPP share 100%)

The company operates an organisational unit in the Czech Republic.
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In conducting its business activities, SPP
relies on a stable and functional risk ma-
nagement system. Its main mission is to
ensure financial and operational stabi-
lity supporting the achievement of the
company's business targets and deve-
lopment. The risk management system
incorporates a corresponding organisa-
tional structure with clearly defined lines
of responsibility, as well as effective risk
identification, analysis, evaluation, han-
dling, monitoring, review, recording and
reporting procedures. These procedures
make it possible to limit any financial
losses or other negative consequences
of a potential materialisation of risks so
that they do not in any significant way
affect the capacity of SPP to conduct its
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business activities and provide services
to the public.

In 2019, the company's Board of Direc-
tors approved a new Risk Management
Policy Directive governing the risk ma-
nagement system at SPP. This system
addresses all known risks, to which the
company is or may be exposed. Res-
ponsibility for the policy’'s implementa-
tion lies with the separate Audit and Risk
Management unit, and this particularly
by means of preparing and updating
methodologies for managing the indivi-
dual risk categories.

Over the course of 2019, the company
management set up the Risk Commit-

tee. This committee is a decision-ma-
king and advisory body in risk mana-
gement, contributing significantly to
the effectiveness of risk management at
SPP. Under the application of this policy,
the company does not accept any ris-
ks having a significance rated as high or
critical. Upon identifying any such risks,
the respective managers are required,
in cooperation with the Audit and Risk
Management unit, to immediately adopt
adequate mitigation measures.

The implementation of the group risk
management concept began at the end
of 2019, and will include subsidiaries
where SPP exercises managerial control.
This concept is to be fully deployed into

practice over the course of 2020, and
will, in conjunction with other imple-
mented activities, enable the company
to achieve compliance with internatio-
nally recognised corporate governance
standards in the field of risk manage-
ment.

In 2019, SPP did not record any materia-
lisation of risks that would have a major
negative impact on the company.

In managing its financial risks, SPP

focused primarily on:

a) market risks arising from uncertainty
in relation to changes in risk factor
values, which are determined by the
markets and affect SPP's financial

results. This concerns in particular
the prices of commodities and the
volumes of them consumed by end
customers;

b) credit risks relating to potential ina-
bility or unwillingness of business
partners to timely meet their obliga-
tions towards SPP.

In the field of management of non-fi-

nancial risks, emphasis was placed on:

a) operating risks arising from deficien-
cies in the setup of internal proces-
ses, in information systems, from
possible human failure or from the
occurrence of undesired phenome-
na in the external environment af-
fecting internal processes;

b)

legal risks arising from the possible
unexpected introduction or applica-
tion of a legal regulation, from the
potential inability of SPP to prove
contractual claims or to fulfil liabi-
lities, or possibly the obligation to
provide enforced disadvantageous
contractual performance or resul-
ting from unexpected outcome of
any court, administrative or arbitra-
tion proceedings;

regulatory risks arising, in particular,
from possible unexpected require-
ments, procedures or decisions by
the regulator.
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DEVELOPMENTS IN THE NATURAL
GAS MARKET

In 2019, the total consumption of natu-
ral gas in Slovakia rose by approximately
3% compared to 2018. The main factor
was the higher electricity production by
combined-cycle power plants, which
outweighed the effects of weather
with temperatures slightly below the
average in the last decade. Nonethe-
less, the long-term structural decline
in gas consumption persists, caused by
economisation in consumption. On the
other hand, Slovakia's strong economic
growth positively influenced the trends
in gas consumption, particularly in the
first half of 2019.

In general, the Slovak energy market
was strongly affected by developments
on the European market, including spot
markets and exchanges. In a broader
context, the commaodity prices were in-
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fluenced by several global factors, such
as prices on other energy commaodities
markets (e.g. oil, coal, etc.), energy pol-
icy of big European countries, as well
as by emissions trading and the actual
weather conditions.

SPP — A LEADING ENERGY SUPPLIER
With more than 1.3 million points of
supply, SPP once again confirmed its
position of an energy market leader in
Slovakia over the previous year. SPP's
total gas sales to end consumers in Slo-
vakia amounted to 27.38 TWh (2.55 bil-
lion m®) in 2019. SPP has stabilised its
customer portfolio and is succeeding in
fulfilling its ambitious plan to increase
the number of customers purchasing
both natural gas and electricity from the
company.

The energy market in Slovakia has been
liberalised for over a decade. SPP oper-
ates in the electricity market in a highly
competitive environment with natural-
ly dominant suppliers. Despite this fact,
since the market was opened up cus-
tomers have chosen SPP most as their
new electricity supplier. At the end of
2019, the company supplied electric-
ity to nearly 200 000 points of supply.
SPP’s share in the retail electricity sup-
ply segment reached more than 9% in
2019, ranking the company fourth, right
behind the three traditional electricity
suppliers. In terms of customer num-
bers, SPP is also the largest new elec-
tricity supplier in Slovakia. The company
once again recorded high year-on-year
growth in the volume of supplied elec-
tricity across all market segments in
2019. In total, the supply of electricity
exceeded 1.25 TWh in the past year.

SPP — A MULTI-COMMODITY COM-
PANY

The 2019 period contributed signif-
icantly to the strengthening of SPP's
position on the energy market as a
strong multi-commodity company. As
a reliable supplier of gas and electric-
ity, SPP began in 2019 to intensively
develop and establish the company as
a major player in the field of renewable
energy sources, which the company
considers a means to improving the
quality of the environment. The com-
pany’'s new strategic vision stretching
into the coming years is closely asso-
ciated with the promotion of green,
energy-efficient solutions.

The new role of the company as a pro-
vider of green energy on the market,
which results from the acquired status
of a buyer of energy from renewable
energy sources (RES) and from com-
bined heat and power (CHP) sources,
therefore fully fits into the context of
SPP’s long-term vision. The compa-
ny continues to seek opportunities to
diversify its portfolio, with the aim of
strengthening its position as a strong
multi-commodity company operating
across the full range of gas and elec-
tricity products. Winning the auction
for a buyer of electricity from renew-
able energy sources and combined
heat and power sources made SPP an
important player not just in the field of
gas and electricity trading, but also in
the field of green energy trading. The
company gradually implements its vi-

sions with respect to possible gradual
expansion of the offered comprehen-
sive energy services.

SPP — GUARANTOR OF RELIABLE
AND SECURE GAS SUPPLIES FOR
SLOVAKIA

SPP guarantees secure and uninterrupt-
ed gas supplies for its customers under
all circumstances, timely eliminating
any potential risks throughout the year.
Security of gas supply is a priority for
SPP. The company has long built this
on multiple pillars. Besides direct con-
tracts for gas purchase, the company
purchases gas on international markets
and also uses gas it has stored in un-
derground storage facilities in Slovakia.
At the start of the 2019/2020 heating
season, the capacity reserved by SPP
in these storage facilities was filled to
almost maximum, as was the case in
previous years. The company had once
again accumulated significantly high-
er gas reserves than the law requires
of suppliers in Slovakia. More than half
of gas reserves stored in underground
storage facilities represents a strategic
reserve serving to ensure reliable and
secure gas supplies in the event of ex-
traordinary situations.

The costs for storing these strategic
and security reserves reached EUR 45
million in 2019. This financial burden is
borne solely by SPP, without any other
energy supplier participating in it. Thus,
SPP not only secures but also fully fi-
nances the energy security of Slovakia.

PURCHASE AND STORAGE OF NATU-
RAL GAS

SPP is an active trader in international
European markets where the company
buys and sells gas as needed. In 2019,
the continuing purpose of purchasing
natural gas was to cover the needs and
create reserves for the domestic mar-
ket. SPP made purchases based mostly
on the long-term contract signed with
Gazprom Export. The gas reserves were
stored in underground storage facili-
ties leased by SPP from NAFTA as. The
storage capacity exceeded the volume
necessary to meet the needs of SPP
customers, while safeguarding the con-
tinuous supply to the domestic mar-
ket, particularly during winter season,
and serving as a reserve in the event
of emergency. In the event of restrict-
ed gas supplies through the Velké Ka-
pusany entry point, as part of technical
measures the company has the option
to use the Lanzhot entry point between
Slovakia and the Czech Republic, the
Baumgarten entry point between Slo-
vakia and Austria, or the Velké Zlievce
entry point between Slovakia and Hun-

gary.

SPP — SUCCESS ALSO BEYOND SLO-
VAKIA'S BORDERS

Since the end of 2008, SPP has been
operating on the Czech market through
its subsidiary SPP CZ. The volume of
gas supplied in 2019 amounted to 3.212
TWh, making the company a respected
energy supplier in the Czech Republic.
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SPP CZ supplies gas to customers in
all segments, including gas traders,
large industrial companies, customers
in small businesses and organisations
segment, as well as households. The
company has been successfully of-
fering electricity to customers in the
households and small customers seg-
ment for two years.

SPP AND CLIMATE CHALLENGES

SPP closely monitors the global trends,
goals and obligations introduced by the
UN and the European Union, including
Slovakia's plans in the field of environ-
mental protection, reduction of green-
house gas emissions and achieving sus-
tainable development. SPP’s priorities,
based on the company's newly adopt-
ed strategy in 2019, accept the above
challenges. The company continues in

developing green products and servic-
es, including educational projects. Also
in 2019, it started to prepare a portfolio
of new products in the field of guaran-
teed energy savings designed to estab-
lish the company as a leader in com-
prehensive utility solutions for industry,
the public sector and households.

SPP’'S PRIORITIES ARE DETERMINED
BY CUSTOMERS

SPP once again in 2019 maintained its
position as a leader in reliability, avail-
ability and high-standard custom-
er service. The company's presence
throughout Slovakia is ensured by 19
SPP Customer Centres, the SPP Cus-
tomer Hotline, SPP Web Chat and SPP
Business Line. The company handled a
total of 826 748 customer requests via
its customer service channels, while

maintaining a high level of overall ser-
vice parameters. In 2019, SPP continued
in implementing a new information
system and in preparing a new custom-
er portal capable of handling requests
from customers of all segments.

HOUSEHOLDS

Customers in the Households segment
appreciate the security and reliability of
SPP as an energy supplier, which was
evidenced by their continuing interest
in buying gas and electricity from SPP
in 2019. The offer of electricity guar-
anteed customers permanently lower
energy prices compared to tradition-
al suppliers throughout the duration
of the contractual relationship. In the
spring, the company launched the new
“electric” product — No-Ties Electricity.
As the first energy supplier, it allowed its

customers to take advantage of no-ties
electricity from SPP.

SMALL BUSINESSES & ORGANISA-
TIONS

The company prepared its offer for this
consumer segment based on knowl-
edge resulting from good long-term
relationships, regular communication,
as well as flexibility in preparing offers
for its customers. Ensuring an uninter-
rupted supply of energy has been and
remains a common standard of SPP
services. In 2019, SPP provided cus-
tomers in the Small Businesses and
Organisations segment one of the best
offers on the market. SPP products gave
customers the opportunity to save on
standard list prices. The Fixed Price
product made it possible for customers
to fix their prices for a specified period
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of time, thanks to which they were able
to more accurately budget their gas
consumption expenses for the whole
supply period.

The customers remained interested in
the advantageous electricity offer from
SPP. The number of the points of sup-
ply in the Small and Medium Businesses
segment exceeds 10 000.

SPP likewise offered comprehensive
solutions and services in natural gas
and electricity supply to cities and mu-
nicipalities.

SPP SERVICES FOR HOUSEHOLDS,
SMALL BUSINESSES AND ORGANISA-
TIONS

Complementary products and services
offered in 2019 were focused mainly on
economisation of energy consumption
and safety. We are constantly improv-
ing our products, helping customers to
save money and energy. The customers
expressed interest in the Customised
Smart Offer, which was tailored to their
actual needs, together with personalised
energy advice. Thanks to expert data
mining, SPP is able to provide energy
and advice that is truly tailored to needs.
There was also increased interest in gas
leak detectors and smoke detectors, as
well as in LED bulbs offered through our
partners.
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Customers were also more interested
in the use of renewable energy sources
(RES). SPP actively assisted in obtaining a
state subsidy for the purchase of equip-
ment and, in addition to this, it provided
extra discounts on unique technologies
such as heat pumps and solar panels.
The special-purpose Energoloan prod-
uct for supporting the financing of these
environmentally-friendly technologies
was available to non-SPP customers
as well. We also continued to offer the
general-purpose Energoloan serving
for financing the needs and plans of the
company's customers on preferential
terms.

Thanks to the Inspection of Buildings
and Energy Certification services, cus-
tomers were able to ascertain the real
condition of properties in technical
terms, as well as the energy consump-
tion requirements of these buildings. It
is also possible to check the energy de-
mands of buildings by using the Ther-
movision Measurement service.

SPP provided discounts through the
Advantages Programme offering sav-
ings of up to 55% on selected goods
and services by renowned brands or the
reduction of energy and environmental
footprint. The company was once again
offering the Preventive Inspections of
gas boilers product. The Energy Advice

provided by our qualified advisors and
their advice in the field of selecting suit-
able heating systems and possible sav-
ings in heating and hot water preparation
have already saved our customers con-
siderable money.

With its partners, the company launched
the Ventilation Shafts and Pipes Clean-
ing product for apartment buildings, uti-
lising the patented PanelAir technology.

LARGE BUSINESSES

The success of the company’s offering
for large businesses was built on exper-
tise, long-term good relations, ongoing
communication, and on the guaranteed
secure and uninterrupted supply of en-
ergy. Thanks to favourable deals and
flexibility in setting up individual solu-
tions for consumers, a number of key
customers retumed to SPP's customer
portfolio in 2019. SPP's major competi-
tive advantages include, among others,
the volume of gas reserves in storage fa-
cilities and the signed contracts for gas
supply to Slovakia. At the same time, the
company has long been providing ener-
gy consulting to large industrial clients.
SPP assisted entities that are required to
prepare an energy audit under the Ener-
gy Efficiency Act by continuing to offer
them this service in 2019.

PRICES AND REGULATION
In 2019, the prices for the supply of
natural gas to households in the
agreed tariffs of D1 to D6, regulated
by the Regulatory Office for Network
Industries (RONI), remained stable
and unchanged. In 2019, the prices of
gas supplied to Small Businesses were
likewise subject to price regulation. A
small business was defined in 2019
as an end gas customer in the Small

Businesses and Organisations cate-
gory with consumption in 2017 not
greater than 100 000 kWh.

In the past year, SPP once again oper-
ated as a supplier of last resort under
the applicable legislation. The supply
in this regime continued in 2019 to

be subject to price regulation by the
Regulatory Office for Network Indus-
tries.
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Energy efficiency is one of the five basic
pillars of the Energy Union and one of
the four basic pillars of the Energy Poli-
cy of the Slovak Republic. The develop-
ment and provision of energy services
(EPC) in Slovakia is one of the core ac-
tivities of the newly approved SPP strat-
egy aimed at gaining a significant mar-
ket share by 2023.

SPP therefore actively sought oppor-
tunities for providing energy services
with a view to offering solutions to both
public and private sector customers,
with an emphasis on new technology
solutions and the efficient use of ener-
gy. A separate ESCO unit was created
within the company’s internal organ-
isational structure, the ambition being
to begin offering, from 2020, the com-
prehensive implementation of savings
measures in the energy management
sector, including the arrangement of fi-
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nancial resources. To achieve its goals,
the company is open to establishing
strategic partnerships with strong ex-
ternal entities. In 2019, SPP continued
expanding its range of products and
services related to buildings inspection,
energy audits, consultancy in draw-
ing RES subsidies and in implement-
ing comprehensive projects for smart
homes — SPP SMARTHOME, which not
just guarantee reliable and secure en-
ergy supplies for SPP customers, but
also bring them time savings, energy
savings and, last but not least, financial
savings.

MOBILITY

In 2019, SPP CNG s.ro., a 100% subsid-
iary of SPP, continued to develop and
support CNG activities in Slovakia, pro-
viding continuous and reliable oper-
ation of its network of CNG filling sta-
tions.

CNG sales totalled 3.28 million kg in
2019. Compared to 2018, we expect
CNG sales to fall by about 70 000 kg
mainly due to lower CNG consumption
by public transport companies cor-
relating to the life cycle in the project
for CNG deployment and operation in
these transport companies.

Conversely, the company expects high-
er CNG sales in the ‘other than public
transport companies’ customer seg-
ment, by almost 140 000 kg of CNG.

SPP considers the so-called gas mo-
bility to be an important environmen-
tally-friendly alternative to traditional
fuels, particularly in view of the pos-
sibility to relatively quickly reduce the
transport's environmental footprint.
Therefore, intensive work continued
in 2019 on implementing the fueLCNG

Facility (CEF). In 2019, public ten-
dering for technology suppliers
was announced and seventeen
motorway rest areas were con-
tracted to house CNG and LNG
filling stations. The construction of
additional seventeen natural gas
filling stations will strengthen con-
fidence among CNG vehicle users
and suppliers and may jumpstart
the real use of natural gas in Slo-
vak transport.

The project also includes building
the first facility in Slovakia for lig-
uefaction of natural gas, namely
at Bratislava Port, thereby creating
the preconditions for supplying
LNG to all transport segments, in-
cluding river transport. In 2020, the

company is preparing the com-
mencement of the construction
of a CNG filling station in Trnava,
with new projects being planned
in the vicinity of Bratislava.

At the end of 2019, SPP adopted
the new long-term CNG and LNG
development strategy applying di-
rectly to the activities of the sub-
sidiary company SPP CNG. The
goal of this new strategy is not just
to raise public awareness of the
benefits of using CNG and LNG
over conventional fuels, but also
the gradual implementation of the
aforementioned projects for new
CNG and LNG filling stations, in-
cluding support for the use of en-
vironmentally friendly CNG buses.
The decision by the multi-com-
modity SPP to enter the market in

other alternative fuels is aimed at
comprehensively covering the al-
termative mobility area and comes
as the company's new direction of
development in the field of mobility.

In 2019, SPP supported activities
relating to positive presentation
of alternative fuels to the gener-
al public in connection with its
strengthened focus on environ-
mentally friendly and energy ef-
ficient solutions. As part of the
Eco-Mobility Day organised in the
company grounds, SPP present-
ed itself as a guarantor of the gas
mobility section showcasing a real
fleet of CNG and LNG passenger
cars, commercial vehicles, trucks,
as well as buses.
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HUMAN

The mission of the Human Resources
Department at SPP is to put in place
tools that boost employees’ moti-
vation and the utilisation of their
potential, and thereby contribute to
fulfilling the vision, mission, and stra-
tegic goals of the company.

In 2019, the company continued in
the previously initiated changes to
the organisational structure, taking
into account the focus on seeking
new business opportunities, en-
hancing pro-customer orientation,
streamlining processes, improving
operating activities and optimising
costs.

The implementation of the corporate
culture management and develop-
ment project formed an important
part of the transformation changes
in 2019.

EMPLOYEE RELATIONS

SPP provides benefits to its employees
in accordance with the applicable Col-
lective Agreement governing their en-
tire range with a primary focus on the
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fields of regeneration, culture and sport.
Company employees have the oppor-
tunity to take days off for regeneration
and extra holidays. Employee benefits
also include contributions to supple-
mentary pension savings.

Neither does SPP forget to support its
employees in difficult life situations,
providing them with assistance in the
form of financial contributions to help
them cope.

Information and discussion meet-
ings between the employees and the
company’'s management took place in
the first and fourth quarter of 2019 in
Kosice, Zvolen and Bratislava.

The company organised the SPP Cor-
porate Games for the fourth time as
part of teambuilding activities. The An-
gelic Christmas event was held at the
end of 2019 with more than 1 100 peo-
ple participating in three key regions.

As part of the Artists Among Us project,
SPP once again supported its employees
and their family members possessing ar-
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tistic skills. In 2019, the company once
again provided them with space in its
gallery to present their works of art.

DEVELOPMENT AND EDUCATION

In the field of development and educa-
tion of employees, in 2019 the company
focused primarily on developing skills
strengthening their business skills, pro-
active approach and know-how sharing.

The company continued in activities
aimed at the acquisition of skills in the
field of self-management and personal
development within the framework of
the High Potentials employee develop-
ment programme.

The autumn of 2019 witnessed the
Health Days in SPP. Company employ-
ees in Bratislava, Zvolen and Kosice had
once again the opportunity to attend
interesting lectures focused on health,
and could also have their health con-
dition and fitness tested on the spot
and consult the results with the invited
medical professionals.

EMPLOYEE STRUCTURE

As at 31 December 2019, SPP had a
total of 679 employees (681 em-
ployees as of 31 December 2018). Of
those, 455 were women - represent-
ing 67.01% of the total workforce.

The average employee age as at 31
December 2019 was 45.67 years of
age.

INTERNAL OMBUDSMAN INSTITUTE
With the goal of promoting social
responsibility and open communica-
tion with employees, in 2015 SPP cre-
ated the position of an ombudsman
tasked with handling employee com-
plaints relating to:

» receiving and resolving complaints
relating to antisocial activity, while
in dealing with them the ombuds-
man is governed by the provisions
of the law and internal directive,

¢ receiving and resolving complaints
leading to a notification of vio-
lation of ethical principles — SPP
Code of Conduct.

A special e-mail address was creat-
ed for receiving these complaints.
No case was recorded in 2019 that
would involve any serious antisocial
activity at a workplace. In the field of
ethical principles, the complaints filed
by employees were resolved as they
occurred.

— 2.65%

SECONDARY VOCATIONAL EDUCATION
18 EMPLOYEES

— 57.85%

41 - 50
257 EMPLOYEES




SPP — A RESPONSIBLE LEADER

SPP’s philanthropic activities rank the
company among the most significant
socially responsible businesses in Slo-
vakia. By means of projects organised
by Nadacia SPP, EkoFond, a non-invest-
ment fund, and Neziskova organizacia
EF (Non-profit organisation EF), the
company contributes to improving the
environment and more efficient utilisa-
tion of energy, assisting people in their
difficult life situations and helping to
protect cultural and moral values.

SPP PROTECTS HISTORICAL VALUES
The Slovak Gas Museum has been
mapping the history and present of
the gas industry in our country for
over 20 years. The museum with
more than 400 exhibits features
several exhibitions, being one of a
kind in Slovakia. Since it began, it
has been visited by almost 50 000
visitors who are introduced to the
past by the documentary film “In the
Light of Gas Lamps” celebrating the
history of the gas industry in Slova-
kia. The History Pavilion is dedicated
to the history of coal gas. Visiting the
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director’s office gives the opportuni-
ty to experience the period atmos-
phere of the most important factory
official in the gas plant at the begin-
ning of the 20™ century. The Labora-
tory exhibition provides a complete
picture of the operational reliability
of coal gas production. The Pavilion
of the Present Day is being continu-
ally expanded with new collections
of exhibits, mostly scale or sche-
matic models documenting the gas
equipment used to produce, trans-
mit, process and use natural gas. A
collection of 18 historically valuable
pieces of gas equipment in real di-
mensions is available in the Outdoor
Exhibition. Street lighting is repre-
sented by two rare replicas of gas
street lamps - the Prague type and
the SUGG type used at the end of the
19% century.

ART SUPPORT IS IN THE HEART OF SPP
The SPP Gallery has been opening its
doors to lovers of Slovak art for almost
20 years. Its premises, forming part of
the company's headquarters in Bratisla-
va, have housed more than 150 exhibi-

tions. Various paintings, sculptures, ce-
ramics and works of art from textile and
glass have been displayed here. In 2019,
visitors had the chance to admire the
works of art by five prominent authors,
such as Andrej Augustin — painter and
graphic artist, Milan Flajzik — sculptor,
Fero Liptéak — stage designer, fine art-
ist, illustrator and graphic artist, Martina
Matlovicova — children’s illustrator, Jan
Raska — painter.

NADACIA SPP PROJECTS BRING REAL
CHANGE

SPP has been implementing its phil-
anthropic activities since 2002, mostly
through Nadacia SPP (SPP Foundation).
The main goals of the foundation in-
clude the protection and promotion of
spiritual, cultural and moral values in
Slovakia. The foundation supports ac-
tive people who wish to change their
environment for the better, find new
solutions to problems, search tirelessly
for new approaches to long-term sus-
tainability or take care of their commu-
nities and regions.

Nadacia SPP has long provided support

in the following areas:

a) health protection and promotion;
prevention, treatment, resocialisa-
tion of drug addicts in the field of
healthcare and social services,

b) promotion and development of
physical culture,

c) provision of social assistance,

d) preservation of cultural values,

e) promotion of education,

f) protection of human rights,

g) protection and creation of the envi-
ronment,

h) science and research,

i) organisation and mediation of vol-
unteering activities.

In 2019, Nadacia SPP financially sup-
ported a total of 587 projects with the
aggregate funding worth about EUR 7.5
million. At the same time, the founda-
tion continued its long-term activities
and supported projects submitted by
the civic association Nadej na zivot
(Hope for Life), civic association OKRAJ
(EDGE), civic association Svetielko
nadeje (Little Lights of Hope), Hospice
of Merciful Sisters in Tren¢in and others.

Nadacia SPP was also a partner of the
series of the 2019 Bratislava Jazz Days,
One Day Jazz Festival — Spring/Summer
2019 and the theatrical performances in
the GUnaGU Theatre.

The foundation cooperated with the
Training School for Guide and As-

sistance Dogs in implementing the
Healthy Dog Assistants project and
with the non-profit organisation SMILE
it developed activities under the HELP-
ING WITH A SMILE project focusing
on families, in which a child or children
are going through, have gone through
or will be going through a demanding
and long-term medical procedure, such
as bone marrow transplant or cancer

treatment. It likewise deepened its ex-
isting partnership with the Bator Tabor
Foundation that organises an annual in-
ternational summer experience therapy
camps for the Slovak and Czech children
and youth suffering from cancer.

The foundation'’s financial support was

likewise provided to the children’s folk-
lore ensemble Vienok (Flower Rim).

55



ONE STEP AHEAD

The key activities of Nadacia SPP in-
clude the One Step Ahead programme
aimed at improving the quality of care
for people with disabilities. Through
its programmes, the foundation aims
to contribute to improving the quality
of care for people finding themselves
in adverse life situations by supporting
model, innovative and progressive ap-
proaches. Therefore, in 2019 it contin-
ued to support the OPORA (CRUTCH)
grant scheme aimed at promoting the
creation and implementation of individ-
ual personality development plans for
clients in social care facilities. In 2019,
the foundation financially supported a
total of 90 clients in specialised facili-
ties with an aggregate amount of EUR
49 620.

HLAVICKA (SMART HEAD) SCHOLAR-
SHIP PROGRAMME

The new development announced in
2019 was the re-launch of Hlavicka
(Smart Head) scholarship programme.
This programme aims to support am-
bitious young people in acquiring
high-quality education in the form of
study stays abroad. Under the Hlavicka
(Smart Head) scholarship programme,
scholarships were provided for study
stays abroad, summer schools, intern-
ships, research stays abroad taking
place in the course of 2019. As part of
the re-launched programme, the foun-
dation supported 12 top students with a
total of EUR 21 251.26.
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SPPravmeTo (Let's do it with SPP)

The SPPravmeTo (Let's do it with SPP)
grant scheme is aimed at helping mo-
tivating the children and young people
between 6 and 19 years of age to take
an active approach towards the envi-
ronment in which they live, to develop
social and physical skills and to support
their mutual relationships. Therefore,
Nadacia SPP decided to support inter-
esting community-benefit activities for
children and youth across Slovakia. Fi-
nancial subsidies were awarded to the
most beneficial projects in the field of
culture, education and sports. Support
was also given to projects aimed at de-
veloping environmental education and
improving the environment. In 2019,
56 interesting projects were support-
ed under this programme with a total
amount of EUR 60 000.

HELPING IS PART OF SPP'S CORPO-
RATE CULTURE

Employees expressed their solidarity
throughout 2019, for instance by vol-
untarily contributing to collections such
as the White Crayon for the Union of
the Blind and Visually Impaired of Slo-
vakia or the Daffodil Day organised by
the League against Cancer. They also
showed solidarity to people suffering
from Down Syndrome, and this by put-
ting on odd socks. Last year, employees
equally got involved in the “Light Up
The Blue” campaign by Autism Speaks
organisation aimed at raising aware-
ness of autism and integrating autistic

people into meaningful life. Some of
the employees participated in the 5-day
running charity event NO FINISH LINE,
thereby joining their efforts and con-
tributing to the project for a therapeu-
tic playground for children. SPP is also
proud of the group of the company's
employees who help to save people’s
lives by voluntarily and regularly donat-
ing blood, their health condition per-
mitting.

EMPLOYEE GRANT PROGRAMME

In 2019, Nadacia SPP announced the
14" round of the Employee Grant Pro-
gramme. The programme allows em-
ployees to mediate assistance wherever
they think it is needed and where it will
be used for a good purpose, and this
also thanks to their personal involve-
ment. Thanks to greatly simplified con-
ditions compared to previous rounds,
43 SPP employees received financial
support for various community-benefit
projects, totalling EUR 27 000.

NADACIA SPP — HOLDER OF CER-
TIFICATE FOR TRANSPARENCY AND
OPEN APPROACH

Transparency in awarding the contri-
butions and grants and the openness in
publishing information are a priority for
Nadacia SPP. In cooperation with KPMG
Slovakia, the Association of Corporate
Foundations and Endowment Funds
(ACFEF) awarded Nadacia SPP for the
third time a certificate for its open ap-
proach to publishing information about

its activities. As a holder of the Transpar-
ent Corporate Foundation/Endowment
Fund Certificate, Nadacia SPP con-
firmed its leadership position in the field
of supporting the third sector.

EKOFOND ACTIVELY CONTRIBUTES
TO IMPROVING ENERGY EFFICIENCY
AND THE QUALITY OF PROFESSION-
AL EDUCATION IN THE ENERGY
SECTOR AND ENERGY SERVICES
Since its founding by SPP in 2007, Eko-
Fond, a non-investment fund, has been
providing financial support to projects
for the efficient use of energy, edu-
cation, environmental protection and
awareness-raising activities in these
fields. The fund has already provided
more than EUR 14 million to various
projects under the implemented ac-
tivities, programmes and grants. As a
community-benefit and active compa-
ny, SPP greatly supports its CSR policy
through EkoFond, setting an example to
other businesses not just in Slovakia. In
2019, EkoFond's core activities involved
mainly activities associated with voca-
tional training, as well as providing sup-
port for the implementation of projects
aimed primarily at improving energy
efficiency.

Priorities of EkoFond in 2019:

» environmental protection aimed at
activities in the field of energy effi-
ciency;
support for applications for a finan-
cial contribution submitted to the

fund under the partnership projects
and under any newly created grant
schemes;

preparation of the fund's own pro-
jects aimed at implementing solu-
tions and raising awareness in the
field of energy efficiency and associ-
ated environmental protection;
implementation of ongoing inter-
national projects and preparation
of new projects to obtain additional
funds from external sources for the
implementation of the fund’s activi-
ties in line with the priorities defined
by the decision of the fund's Board of
Trustees.

OUR OWN PROJECTS

An important part of educational activ-
itles pursued by EkoFond are activities
aimed at supporting the education pro-
cess at secondary technical vocational
schools. Since 2009, collaboration has
been most extensive with three second-
ary vocational schools (Secondary Vo-
cational School of Electrical Engineering
at Sibirska 1 in Trnava, Unified School at
Kremnic¢ka 10 in Banska Bystrica, Sec-
ondary Technical Vocational School at
Volgogradska 1 in PreSov), with which
EkoFond initiated the specification pro-
cess of its plan to create a new study
course and began the process involv-
ing experimental verification of the new
4-year study course with school-leaving
exam — Energy Equipment of Buildings
Technician (EEBT). This course will pro-
vide graduates not just with quality the-

oretical knowledge and practical skills
associated with installing, assembling
and servicing different types of power
and electrical engineering equipment
but also with the implementation of
basic construction activities. With these
skills, knowledge and competences,
they will receive their vocational and
graduation certificate. Subsequently,
they will get their electrical engineering
qualification and take welding exams.
Moreover, their ability to provide ener-
gy and advisory services is developed
in line with their current experience and
knowledge. The development of this
study course continued in 2019. Seven
secondary vocational schools have been
already approved to teach this study
course and more schools are being add-
ed. A group of first-year students of this
study course at the Secondary Technical
Vocational School in PreSov have been
participating, along with their school, in
the dual education system since Sep-
tember 2018. This step is a result of the
long-term and successful collaboration
between the school and small and me-
dium-sized enterprises.

SMART ENERGY EXHIBITION

In 2019, the fund began preparing
and implementing the medium-term
Smart Energy project aimed at pri-
mary and secondary-school students.
The project envisages an interactive
exhibition, the goal of which is to raise
interest among pupils and students in
innovations in fields that are a prior-
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ity focus of the fund, i.e. energy effi-
ciency, smart technologies and smart
solutions in energy utilisation. The
project creates synergies by inter-
connecting the activities of EkoFond,
SPP (as the founder of the fund) and
selected secondary schools, at which
the study course Energy Equipment
of Buildings Technician has been suc-
cessfully launched. The basic idea is
the installation of attractive exhibits
in the Slovak Gas Museum, in its Pa-
vilion of the Present Day, and in the
premises of 4 secondary schools. The
exhibition at the Slovak Gas Muse-
um is interesting and over the more
than twenty years since the museum
opened, a large number of pupils and
students have seen its historical exhi-
bition. That is why the need to sup-
plement the exhibition with the latest
technologies and to make it more
attractive for contemporary genera-
tion of primary and secondary school
students was identified. It is they who
make up the majority of visitors to
the museum. At the same time, the
exhibition update corresponds to
the development of new visions and
strategies of SPP in energy efficiency
and utilisation of renewable energy
sources. The modernisation of the
Slovak Gas Museum fully reflects cur-
rent social trends.

INTERNATIONAL PROJECTS

In 2019, the fund finished the imple-
mentation of the SEER international
project (Towards Sustainable and Ener-
gy Efficient Real Estate Training and Ed-
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ucation). The project partners included
Kiinko — Real Estate Education sr from
Finland - Project Coordinator, AFBB
Akademie fur Berufliche Bildung GmbH
from Germany, NCOI Opleidingen from
the Netherlands, Tallinna Tehnikakdrg-
kool UAS from Estonia, Metropolia Uni-
versity of Applied Science from Finland.

The project was aimed at the real-estate
segment (real-estate business, facility
management, building administration
etc.) and one of its goals was to map
the current situation in the countries
of project partners in the field of edu-
cation aimed at energy efficiency and
sustainable energy generation for this
segment, to identify educational needs
and to design new educational activi-
ties. One of the first steps in this project
was to conduct a survey aimed at the
selected group of persons operating in
the real-estate segment, in particular
from among real-estate agencies and
entities active in facility management.
The survey results were used to prepare
an education and training proposal for
the real-estate sector.

PARTNERSHIP PROJECTS

Based on a decision of the fund's
founder — SPP, there were in 2019 again
created the conditions for supporting a
number of partnership projects. Support
was thus given for organising several
conferences focusing on topics related
to EkoFond's core activities. In addition,
projects by various cultural institutions
with long-term investment debt in the
field of their energy management were

supported. The fund supported these
projects in a total amount of more than
EUR 225 000.

NEZISKOVA ORGANIZACIA EF
(NON-PROFIT ORGANISATION EF)

At the end of 2018, SPP established a
new non-profit organisation — Nezis-
kova organizacia EF (NO EF), which will
be used by SPP to pursue certain CSR
activities.

Vision - to inspire towards expertise
and professionalism, towards responsi-
ble and positive change.

Mission - to become a relevant and
trustworthy partner in the field of activ-
ities pursued by the organisation and its
founder.

Basic values — ethics and transparency,
innovation, initiative, partnership.

NO EF's priorities for 2019:

» activities and community-benefit ser-
vices aimed at education and edifica-
tion, including further development
of the Energy Equipment of Buildings
Technician study course;
creation of links between the ed-
ucational system and the world of
business with the needs of cus-
tomers in the energy and energy
services markets, development of
associated services for small and
medium enterprises;
implementation of community-ben-
efit services with an emphasis on en-
vironmental protection;

5/



In the future, SPP plans to remain a
company that does more than just de-
clare the fulfilment of legislative and
other requirements. By setting higher
safety and fire standards, it is perceived
as a safe and reliable company by its
business partners and the public.

ENVIRONMENTAL PROTECTION

Environmental protection formed part
of the company's priorities in 2019 and
due attention was paid to it. In 2019,
the implemented environmental man-
agement system underwent a control
audit as per ISO 14001:2015 stand-
ard, by which the company confirmed
compliance with the requirements of
the applied standard. The system has
proven itself an appropriate tool for
achieving the environmental and eco-
nomic objectives, managing significant
environmental aspects and achieving

There were no events occurring after
31 December 2019 that would have a
significant impact on the company’s
Annual Report.
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compliance with legislative require-
ments aimed at improving environ-
mental behaviour.

Waste management at SPP is a targeted
process aimed at complying with en-
vironmental protection principles with
the maximum possible degree of waste
recovery. The conditions for collection
of separated waste have been creat-
ed inside the company premises. The
share of separated waste components
has been increasing over the long term.
SPP monitors discharged waste water
by regularly collecting samples that
are analysed in an accredited labora-
tory. The company constantly applies
a rigorous approach and pays great at-
tention to the fault-free operation and
maintenance of wastewater treatment
plants, separators of oil substances, and
grease and oil traps. SPP regularly in-

forms its employees in an appropriate
form about requirements in the field of
environmental protection.

The company operates small and me-
dium sources of air pollution. The high
operational level and rigorous inspec-
tions of the operated technical facili-
ties have, together with investments,
created the prerequisites for reducing
emissions of all monitored pollutants
released into the atmosphere over the
course of 2019.

Environmental protection, sustainable
development and energy efficiency at
all levels have become an integral part
of SPP's long-term development strate-
gy as a strong multi-commodity com-
pany and a leader in the Slovak energy
market.

INDIVIDUAL FINANCIAL
STATEMENTS OF SPP

(selected data in EUR million)

Year ended
31 December 2019

Year ended
31 December 2018

Revenues from customer contracts 1119 1540
Other gains and losses 13 (11)
Depreciation and amortisation (8) (7)
Strategic security reserves of natural gas (45) (45)
Storage of natural gas for trader’s purposes and other services (59) (57)
Personnel costs (28) (27)
Adjustments to bad or doubtful receivables, net (12) 5
Provisions and impairment losses, net (3) (17)
Profit/(loss) from investments 341 444
Cost of financing (4) (4)
Profit/(loss) before tax 233 337
Income tax (12) (23)
PROFIT FOR THE PERIOD 221 314
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Independent Auditor’s Report

To the Shareholder, Supervisory Board and Board of Directors of Slovensky plynarensky priemysel,
as.

Report on the Audit of the Separate Financial Statements
Opinion

We have audited the separate financial statements of Slovensky plynarensky priemysel, a.s. (‘the
Company’), which comprise the balance sheet as at 31 December 2019, income statement, statement
of comprehensive income, statement of changes in equity and cash flow statement for the year then
ended, and notes to the separate financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying separate financial statements of the Company give a true and fair
view of the financial position of the Company as at 31 December 2019, and of its financial performance
and its cash flows for the year then ended in accordance with International Financial Reporting
Standards as adopted by EU (IFRS EU’).

Other Matter

The separate financial statements of the Company for the year ended 31 December 2018 were audited
by another auditor whose report dated 15 May 2019 expressed an unmodified opinion on those
statements.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (‘ISAs’). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit
of the Separate Financial Statements section of our report. We are independent of the Company in
accordance with the Act on Statutory Audit No 423/2015 Coll. and on amendments to the Act on
Accounting No 431/2002 Coll., as amended by later legislation (‘the Act on Statutory Audit’) related to
ethics, including Auditor's Code of Ethics, that are relevant to our audit of the separate financial
statements, and we have fulfilled other requirements of these provisions related to ethics. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management and Those Charged with Governance for the Separate Financial
Statements

Management is responsible for the preparation of the separate financial statements that give true and
fair view in accordance with IFRS EU, and for such internal control as management determines is
necessary to enable the preparation of separate financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the separate financial statements, management is responsible for assessing the
Company'’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 Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.
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Auditor’s Responsibilities for the Audit of the Separate Financial Statements

Our objectives are to obtain reasonable assurance about whether the separate 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 ISAs 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 separate financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the separate 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.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going concern basis of
accounting 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 separate 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.

o Evaluate the overall presentation, structure and content of the separate financial statements
including the presented information as well as whether the separate financial statements
captures the underlying transactions and events in a manner that leads to their fair presentation.

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.
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Report on Other Legal and Regulatory Requirements

Report on Information Disclosed in the Annual Report

Management is responsible for the information disclosed in the annual report, prepared based on
requirements of the Act on Accounting No 431/2002 Coll., as amended by later legislation (‘the Act on
Accounting’). Our opinion on the separate financial statements expressed above does not apply to other
information contained in the annual report.

In connection with audit of the separate financial statements it is our responsibility to understand the
information disclosed in the annual report and to consider whether such information is not materially
inconsistent with audited separate financial statements or our knowledge obtained in the audit of the
separate financial statements, or otherwise appears to be materially misstated.

We considered whether the Company’s annual report contains information, disclosure of which is
required by the Act on Accounting.

Based on procedures performed during the audit of separate financial statements, in our opinion:

- Information disclosed in the annual report prepared for 2019 is consistent with the separate financial
statements for the relevant year,

- The annual report contains information based on the Act on Accounting.

Additionally, based on our understanding of the Company and its situation, obtained in the audit of the
separate financial statements, we are required to disclose whether material misstatements were
identified in the annual report, which we received prior to the date of issue of this auditor’s report. In this
regard, there are no findings which we should disclose.

19 February 2020
Bratislava, Slovak Republic

Ernst & Young Slovakia, spol. s r.o.
SKAU Licence No. 257

//—) —*\/// ;

=

Iné. Dalimil Draganovsky, statutory auditor
SKAU Licence No. 893
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CONTACTS

SEAT OF SPP

Slovensky plyndrensky priemysel, a.s.
Mlynské nivy 44/a

825 11 Bratislava

Slovak Republic

Phone: +421 2 62 62 11 11

E-mail: spp@spp.sk

Internet: www.spp.sk

HOUSEHOLDS
SPP Customer Hotline: 0850 111 363

(weekdays from 7 am. to 8 p.m.)
Fax: +421 2 58 69 90 00

E-mail: zakaznickalinka@spp.sk
For calls from abroad or from the
networks of alternative operators:
+421 2 58 69 90 90

SMALL BUSINESSES & ORGANISATIONS

SPP Business Line: 0850 111 565
(weekdays from 7 am. to 8 p.m)
E-mail: biznislinka@spp.sk

Fax: +421 2 58 69 90 10

For calls from abroad or from networks

of alternative operators:

+421 2 58 69 90 92

SPP Fair Hotline: 0800 126 076
(weekdays from 7 am. to 8 p.m.)

SEAT OF SLOVAK GAS MUSEUM
Slovensky plyndrensky priemysel, a.s.
Mlynské nivy 44/c

825 11 Bratislava

Phone:
+421 2 62 62 41 64, 0911 704 489
(weekdays from 10 am. to 2 pm.)

E-mail: muzeuma@spp.sk
Entry to the museum is free of charge.

Visits must be arranged at least three
days in advance.

SEAT OF SPP GALLERY

Slovensky plynarensky priemysel, a.s.
Mlynské nivy 44/c

825 11 Bratislava

Phone:
+421 2 62 62 42 42, 0911 704 489
(weekdays from 11 am. to 6 pm.)

E-mail: galeria@spp.sk

Entry to the gallery is free of charge.




Slovensky plynarensky priemysel, a.s.
Mlynskeé nivy 44/a

825 11 Bratislava

Slovak Republic

www.spp.sk
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