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PRESENTATION OF THE CHIEF EXECUTIVE OFFICER

Dear customers, business partners, shareholders and colleagues,

It has been another year of SSE’s existence, which proves that even in such a challenging competitive environment and in
ever-changing market conditions, we can succeed if we work responsibly to fulfill our pursued objectives. Regarding the
assessment of the last year, | am very pleased that | can talk about a successful year for SSE, although | know it was not
always easy.

In relation to trade, specifically in the sales of energy commodities for the B2B segment, Stredoslovenska energetika has
carried out contracted electricity and gas supplies for the year 2018 in the expected volumes, thanks to which we fulfilled
the business objective for this fiscal year. We also worked intensively on securing the sales of both electricity and gas for
the years 2019 to 2021. Despite the fact that the market situation was heavily influenced by tension due to the continuous
increase of the price for electricity, we managed not only to maintain the current customer portfolio, but thanks to signifi-
cant acquisitions also increase the volume of contracted electricity and gas supply. In the B2C segment, customer portfolio
stabilisation activities on one hand together with the fulfillment of ambitious growth objectives on the other, have even
produced the best result since the market liberalization.

We have also noted continuous growth in the sales of non-commodity products, especially in solutions for the improvement
of energy efficiency. The target segment of these services primarily includes our B2B and B2C customers from the area of
industry, commerce, services and municipality. In 2018, we designed more than 90 solutions for them, and we successfully
implemented 32 projects worth more than 2.2 million euros. Thanks to our innovative measures, the companies can save on
average more than 50% of energy costs. Solutions designed by us increase safety and hygienic standards of operations and
have a positive impact on the quality of the environment. The fact that we are also implementing other projects of this kind
for several customers, after the first positive experience with SSE services, brings satisfaction from our efforts in this area.

I am convinced that our energy efficiency solutions together with clear customer orientation expressively helped by the fact
that SSE is perceived by the public as a modern energy company with a traditional background in the best sense of the word.
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JUDr. Zdenek Schraml
General Director

We are constantly bringing tailor-made solutions for all our groups of customers and working to improve relationships with
customers. In April last year, for example, we opened a subsidiary office of Lu€enec customer centre in Rimavska Sobota.
The close interconnection and cooperation of our teams for sales of commodity and non-commodity products has also been
proven, which we adopted in August as well as the launch of a pilot project for private household sales in October 2018.

During the last year, two events significantly affected the internal working atmosphere in Stredoslovenska energetika,
where the responsible implementation was crucial for the management of SSE’s corporate processes. | am glad that in
May, we responsibly handled the implementation of the Regulation of the European Parliament and European Council (EU)
2016/679 on the protection of personal data processing of natural persons (known as GDPR) and as of 1 January 2019 we
have smoothly managed the transition to the new holding structure of the company. Since the beginning of 2019, SSE has
a holding structure, while its parent company is Stredoslovenskd energetika Holding, a. s.

| am aware that coping with both processes as well as all the other challenges of the past year, has required considerable
effort from our employees and often enormous workload. | would like to thank them for their professional attitude. It is also
thanks to their personal and highly human attitude, with which they regularly participate in SSE social responsibility projects,
whether it concerns charity projects, restoration of historical monuments, support of sport or voluntary activities. Thanks to it,
Stredoslovenska energetika is able to fulfill its vision of solidarity with the people and region in which it operates.

My thanks also go to all our customers, business partners and shareholders. SSE could not be proud of the credit of a modern,
dynamically growing and reliable energy company without their trust.
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BASIC INFORMATION ON THE COMPANY

In 2018, Stredoslovenska energetika, a. s., (SSE) was a pow-
er supply company. The company provides comprehensive
services related to the supply and use of electricity and gas
to its customers. SSE was founded on 1 January 2002.

The shareholders of the Company are the Slovak Republic,
on behalf of which acts the Ministry of the Economy of the
Slovak Republic, and the company EP Energy, a. s. with its
registered seat in Prague.

With effect from 1 January 2019, the Company has under-
gone a change in its organisational structure, while in ad-
dition to changing its business name to Stredoslovenska
energetika Holding, a. s., it has contributed part of its busi-
ness representing electricity and gas supply activities and
other business activities to the company Stredoslovenska
energetika Obchod, a. s., and part of the business represent-
ing power generation from small water power plants to the
company SSE - MVE, s. . 0. The company Stredoslovenska
energetika Obchod, a. s. subsequently changed its business
name to Stredoslovenska energetika, a. s. with effect from
1 January 2019.

Since the Annual Report is prepared for the year 2018, the
business names and logos valid for 2018 will be used in the
Annual Report.

BUSINESS ACTIVITIES

In 2018, SSE was undertaking its SSE business based on
permits issued by the Regulatory office for Network Indus-
tries in the following main activities:

- electricity supply

- power generation

- gas supply

In addition to the specified activities, SSE is also carrying

out its business on the basis of issued trade and other li-
censes in other activities, in particular:
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- the provision of energy services with a guarantee of
energy savings

- the provision of energy support services

- performance of the activity of energy auditor

- financial intermediation - performance of the activity of
bound financial agent in the insurance and reinsurance
sector.

SHAREHOLDER STRUCTURE

The Slovak Republic, on behalf of which acts the Ministry of
the Economy of the Slovak Republic, having its registered
seat on Mlynské nivy 44/a, 827 15 Bratislava, Registra-
tion number: 00683832, a majority shareholder owning
1,793,508 shares in a company with a nominal value of
EUR 59,544,465.60 a and the number of votes in the Gen-
eral Assembly 1,793,508 (51%).

The company EP Energy, a. s. having its registered seat in
Prague, Pafizska 130/26, Jozefov, Prague 1, Czech Repub-
lic, Identification number: 29 259 428, registered in the
Commercial Register of the Municipal Court in Prague, Sec-
tion: B, Insert no. 21733, a minority shareholder owning
1,723,174 shares in the company with a nominal value of
EUR 57,209,376.80 and the number of votes in the General
Assembly of 1,723,174 (49%).

IDENTIFICATION DATA FOR THE YEAR 2018

SSE, a. s.

Pri Raj¢ianke 8591/4B

010 47 Zilina

Company ID No.: 36 403 008

VAT ID No.: SK 202 010 6682

Banking details

VUB, a. s. Zilina, account no.: 702 432 / 0200
IBAN: SK91 0200 0000 0000 0070 2432




Public limited liability company is registered in Commer-
cial register of the District Court Zilina, Section: Sa, Insert
No.: 10328/L, date of registration 1 January 2002.

Phone: 041/5191111
E-mail: sse@sse.sk

Fax number: 041/519 2575
Internet: www.sse.sk

COMPANIES WITH SHARES IN SSE

Stredoslovenska distribucna, a. s.
Electricity distribution in Central Slovakia region.

Stredoslovenska energetika Obchod, a. s.
Commercial activity within free trade. Electricity and gas
supply authorisation holder.

Elektroenergetické montaze, s. r. 0.
Production, assembly, reconstructions, repairs and mainte-
nance of selected electrical devices and their parts.

SSE Metrolégia, s. 1. 0.
Calibration of electrical quantity meters, verification and re-
placement of electricity meters and water meters.

Stredoslovenska energetika - Project
Development, s.r. 0.

Generation and supply of electricity. Operation of the Pan-
ické Dravce power plant with a capacity of 50 MW.

SSE-Solar, s. r. 0.
Generation and supply of electricity. Operation of seven
photovoltaic power plants in Southern Slovakia with a ca-
pacity of 9.82 MW.
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SSE- MVE, s. . 0.
Operation of three small hydropower plants in Central Slo-
vakia with a total installed capacity of 3 MW.

SPV100, s.r. 0.
Electricity distribution through a local distribution company
in Liptovsky Mikulas.

SSECZ, s. 1. 0.
Trade of electricity and gas to final customers on the Czech
market.

Energotel, a.s.
Provider of high-quality services based on telecommunica-
tions infrastructure of the Slovak power industry.

SPX, s.r. 0.

Founders of the company SPX, s. r. 0. are three companies,
SSE, VSE and ZSE. Activity of the company focuses on the
exchange of information in electricity trading through the
SPX internet portal.

COMPANY MANAGEMENT UNTIL 31 DECEMBER 2018

BOARD OF DIRECTORS:
Mgr. Petr Sekanina

Mgr. Ing. Marius Hricovsky, Dr. oec.
Mgr. Ing. Pavol Kolencik, PhD.

Ing. JiFi Feist
Ing. Petr Tomasek

SUPERVISORY BOARD:

Mgr. Karol Hat'apka
Ing. Jozef AntoSik

Ing. Jan VoStenak

Ing. lvan lvanic

Ing. Miroslav Martonik
Ing. Igor PiStik

Mgr. Juraj Kadasi

EXECUTIVE MANAGEMENT:

JUDr. Zdenék Schraml
Mgr. Szilard Mangult
Ing. Peter Durmek
Ing. Pavel Bardo$
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Chairman
Vice-Chairman
Member
Member
Member

Chairman

Vice-Chairman

Member

Member

Member elected by employees
Member elected by employees
Member elected by employees

Chief Executive Officer

Director of Commercial and Services division

Director of Finance and Services division

Director of Strategy and business development division




ORGANISATIONAL STRUCTURE
OF SSE, A.S. AS AT
31 DECEMBER 2018

BOARD OF DIRECTORS

CHIEF EXECUTIVE OFFICER

Office of the Board of Directors department | | | CEO office department
department manager department manager

Internal audit department Legal department
department manager department manager

Human resources section
section director

COMMERCIAL AND SERVICES DIVISION

division director

FINANCE AND SERVICES DIVISION
division director

STRATEGY AND BUSINESS

DEVELOPMENT DIVISION
division director

Marketing department
department manager

Risk management department
department manager

New products development
working group
group manager

Sales to B2B customers section
section director

Accounting and taxation section
section director

Regulation department
department manager

Sales to B2B customers department
department manager

Finance section
section director

Development and energy
services department
department manager

B2B customers support department
department manager

Controlling section
section director

Project office department
department manager

Sales of energy-efficient solutions
department
department manager

Services section
section director

Operation of power
installations section
section director

Purchase and portfolio management
section
section director

Sales to B2C customers section
section director

Pricing and planning section
director

Customer care section
section director
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COMMERCIAL AND SERVICES
SALES TO B2B CUSTOMERS

We evaluate the past year in the Sales segment for B2B
customers as very challenging, however also very success-
ful. For the year 2018, we have succeeded in implementing
the contracted supplies of electricity and gas in the expect-
ed volumes, and thus we have met the business target set
for the fiscal year 2018.

Our main activity throughout the year was securing the
sale of electricity for the years 2019 to 2021. The situation
on the market was significantly affected by tension caused
by the continuous increase in the price of electricity. Nev-
ertheless, we have not only managed to keep the current
customer portfolio, but thanks to significant acquisitions,
even increase the volume of contracted electricity and gas

supply.

Sales of solutions for energy efficiency improvement have
grown successfully and we continue to enlarge the portfolio
of supply products. Traditionally, the most desirable product
was the refurbishment of indoor lighting in buildings, we
implemented projects to improve the production of com-
pressed air, projects for the replacement of heating tech-
nology, ventilation systems, construction or reconstruction
of transformer stations, energy audits and more.

The close interconnection and cooperation of teams for the
sales of commodity and non-commodity products, which
occured in August 2018, has proven its worth. We are con-
stantly working on relationships with customers, trying to
bring tailor-made solutions, quality customer service and,
last but not least, innovation for each customer.

SALE OF ENERGY-EFFICIENT SOLUTIONS

Also in 2018, the energy efficiency projects played an
important role in providing non-commodity products. The
target segment consists primarily of our B2B and B2C cus-
tomers, further projects were implemented for them after
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the first positive experience. The main group of customers
includes industry, trading, services and a growing trend can
be seen in the municipal sector.

We are constantly trying to offer innovative measures that
make their operations more efficient, less energy intensive
and more competitive.

Apart from significant financial savings and an increase
of energy efficiency, the solutions we proposed will en-
sure compliance with safety and hygienic standards and
have a positive impact on the quality of the environment.
In 2018, we designed more than 90 solutions, of which
we successfully implemented 32 projects worth over EUR
2.2 million. On average, the companies can save more than
50% of energy costs thanks to innovative measures. The
average return on investment of an enterprise is around
3 years.

Refurbishment of lighting still remains the most common
innovative measure. In 2018, we have seen increased inter-
est in combined heat and power (cogeneration and trigen-
eration) solutions. Due to the adopted legislative changes
in the energy sector, there is a growing interest in renewa-
ble energy solutions, especially photovoltaic systems, heat
pumps and biomass boilers.

Energy audits and feasibility studies represent other prod-
ucts provided in the heating sector. It concerns the recon-
struction of boiler rooms and heating systems with a design
of the most suitable heating system, intelligent heating
control systems, ventilation system and compressed air
technology. In the field of power engineering, these are
reactive power compensations, transformer stations, power
regulation, elimination of problems related to power net-
work quality, especially power failures and voltage drops.
We expanded our product portfolio with new categories
such as electromobility and smart solutions.
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SALES TO B2C CUSTOMERS

The year 2018 was marked by fundamental changes in
B2C segments and by launching activities aimed at further
stabilisation of the customer portfolio as well as fulfiling
ambitious growth targets. Despite the unfavorable situa-
tion with the market price for commodities and its increase,
we have seen the best result since market liberalization. We
have achieved this by active retention in the households
segment by using a discounted price offer as a valuation
of our customers' loyalty. In the Mid-market segment, due
to the unfavorable development of electricity and gas pric-
es, we have implemented a number of retention activities
based on new value segmentation with differentiated care
and benefits for the groups of customers.

Sales channels, their width, capacity and, of course, success
and efficiency are the key when acquiring new customers.
Personal experience and communication with customers
is very important to us. We have managed to increase the
performance parameters of all sales channels, and as an in-
novation, we introduced personal sales for the households
segment. Our priority is the quality of services provided not
only for the new sales channel. Therefore, we constantly
increase the qualification of both internal and external first
contact staff by training focusing on both, sales and com-
munication skills.

The overall transformation of SSE Customer Centres sup-
ported the positive results of the year 2018 and resulted
in a significant increase of sales results as well as customer
satisfaction. Employees are the best advisors for customers
in the area of electricity, gas and non-commodity products
sales due to their communication skills, professional atti-
tude and professional knowledge. We continue to create
space for active work with clients at branches by gradually
moving and centralizing administrative activities.

We are aware of the complexity of energy issues, therefore
we proceeded to simplify and accelerate multiple processes
for the benefit of our customers. We focused on active com-
munication, not only by offering advantageous products,
but mainly advising on energy savings and costs for cus-
tomers and building a positive customer experience from
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each interaction. We have been actively involved in the
Green for Households National project for which we have
implemented heat pumps, solar and photovoltaic panels as
well as biomass boilers as a novelty.

CUSTOMER CARE

In terms of customer care, the year 2018 brought ma-
jor changes. At the beginning of the year, we focused on
changing the call centre organisation. New modern man-
agement has helped us to adapt to more efficient working
practices and increase performance. A positive experience
has a significant impact on customers’ loyalty. That is why
we have started to focus more on the customer as an indi-
vidual. We have come to unify and extend the availability of
a telephone line for households and entrepreneurs so that
customers have more time to reach us. At the same time, we
have launched a new service enabling the customer to use
a call back service in the event of a large volume of calls to
individual customer lines.

Over the past year, we have also focused more on the de-
velopment and education of our staff. The customer inevi-
tably needs and expects expert advice, quality information
and, last but not least, a human but professional attitude.
Therefore we have established communication standards
that make our communication with customers unified, un-
derstandable and effective. We have also carried out a wide
range of training sessions in cooperation with educational
agencies in order to increase and improve the communica-
tion skills of our employees.

Customer satisfaction and continuous improvement in cus-
tomer care are undoubtedly among our priorities. They give
us a competitive advantage, not just in comparison with
new suppliers. Following the quality improvement, we have
mapped all processes in which the customer is directly in-
volved in the implementation of his/her request. We were
looking for ways to make it as simple as possible and, in
particular, streamline the handling process. Thanks to a de-
tailed analysis, we have successfully implemented effec-
tive solutions that have greatly contributed to increasing
the comfort and subsequent speed in solving individual re-

quests. Quality care is the best way to build long-term trust
and fair relationships with our customers.

PRICING AND PLANNING

One of the conditions for achieving the satisfaction of
our customers is to offer them competitive products with
a choice of solutions targeted at their energy cost require-
ments. Whether it concerns the possibility of price fixing,
gradual purchases or agreement of individual conditions
according to the customer’s requirements. It applies to both
electricity and gas supplies. The achievement of set sales
targets in 2018 confirms the correctness of our approach.

One of the opportunities for the preparation of new prod-
ucts is the increasing number of so-called smart metering
devices (SMD) for power supply. In 2018, we installed such
meters in more than 300 supply points in the households
segment and nearly 3000 supply points for corporate cus-
tomers. Overall, SSE has 55,000 supply points with installed
SMD in its balance group. According to the analysis of its
consumption, the customer can achieve savings by trans-
ferring the consumption to a lower-priced tariff. In particu-
lar, this option could be of interest to household customers,
where, however, it is necessary to adjust the control setting
for the area deployment.

PURCHASE AND PORTFOLIO MANAGEMENT

The Slovak energy market with commodities is fully liber-
alized in all its segments. The market participants primarily
represent traditional participants being traditional suppli-
ers, system operators and customers. Alternative suppliers
and electricity traders are also active alongside them.
Stredoslovenskd energetika has been a participant in the
energy market in Slovakia as a traditional trader/supplier of
energy commodities for end consumer. The liberalized en-
ergy market increases competition, therefore we must re-
spond flexibly to the changing environment, conditions and
requirements of the market.

Stredoslovenska energetika

In 2018, we managed to achieve our set objectives despite
the fact that during the year, the company was again con-
fronted with increasing prices of commodities being trad-
ed in the area of resources. The stabilization of the market
position and the fulfillment of economic expectations were
priority objectives, which were also achieved by contrib-
uting to the activities of the Purchase and Portfolio man-
agement section. This section predominantly carries out
the wholesale market purchases of traded commodities,
electricity and gas, which are subsequently sold to the end
customers ‘portfolio through other sections of our company.

Development of prices on forward electricity markets in
2018 represented an increase of 30%. While the mild win-
terin January and February brought a short-term fall in pric-
es on the spot as well as long-term contracts, the invasion
of the Arctic air at the beginning of March literally shook
the electricity and gas market. Gas tanks throughout the
EU were almost empty at the end of winter, and demand for
this commodity grew enormously at the end of the supply
cuts from Norway and thus its price, which increased to 30
€/MWh in the summer. However, the main factor behind the
increase in electricity prices on the market were emission
allowances, which increased throughout the year from 8 €/t
to k 25 €/t, mainly due to the uncertainty of what the mar-
ket situation will be like in 2019 after the implementation
of the so-called market stabilization reserve.

Extreme weather fluctuations increasingly contribute to
commodity prices. A hot summer and a lack of rainfall have
lowered watercourse levels to such an extent that coal from
Dutch ports could not be transported along the river Rhine
to coal-fired power plants in Germany, and thanks to that
the price of coal hit as much as 100 $/t. Prices for electrici-
ty reached their annual peak in September, and by the end
of the year they had effectively only moved in the range
from 50 to 55 €/MWh. The electricity market and other
commodities market are increasingly volatile; overambitious
targets and statements by EU governments concerning the
increase of RES share in the energy mix and the gradual de-
commissioning of nuclear and coal bring many unanswered
questions and increase market nervousness.
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Apart from the fundamental impacts on the increase of pric-
es for commodities during 2018, the summary of which is
stated above, it can be concluded that the other no less sig-
nificant factor affecting the increase of prices for commod-
ities in 2018 was the continuing trend of improving global
economy.

MARKETING

In terms of marketing communication, in 2018 we focused
on a comprehensive consulting service in the area of ener-
gy topics and energy efficiency. We provided our custom-
ers with useful tips and tips on savings for daily household
activities through an existing communication channel. We
have started to use a new channel, YouTube. We released
16 SSE promo videos last year. These include explanatory,
educational videos from installations of green energy-pro-
ducing devices. Thanks to them, our customers will get an
idea of how the installation itself works in practice. Ener-
gy saving is also actively communicated on our Facebook
profile, where we bring the subject closer to the younger
generation in an easy and entertaining way.

Regarding social responsibility, we are also trying to teach
and motivate children to take a responsible approach to en-
ergy. We have prepared a competition and an educational
brochure for them that explains how they can contribute to
saving energy.

We are constantly improving our website www.sse.sk, in
which we have incorporated a special “whisperer” to find
information. This tool is able to learn for itself the kind of
information visitors are looking for and then optimize the
whispering based on the collected data. The customer will
then find the required information much faster.
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FINANCE AND SERVICES

Financing of the company in 2018 was carried out in ac-
cordance with the agreed strategy respecting the principles
of the balance between long-term assets and liabilities, the
balance between short-term assets and liabilities and an
acceptable debt ratio.

In the field of electricity and gas supply invoicing, the trend
of increasing the share of customers with electronic invoice
delivery and the use of the direct debit payment method
continues, which increases the comfort of communication
and servicing of customers. It is also reflected in a high de-
gree of collection.

STRATEGY AND BUSINESS DEVELOPMENT

The company focused on the development of strategic
initiatives, management of projects in the field of energy
efficiency and related energy services. In the field of regu-
lation, we also focused on legislation and relationships with
state institutions in 2018.

In terms of this process, we have continued the preparation
and implementation of projects in the following areas:

- public lighting,

- industrial lighting,

- compressed air systems,

- electric drivers and their control as well as
- air conditioning and ventilation systems.

In the field of electro mobility, we have continued our coop-
eration with the city of Banska Bystrica, Zvolen and Zilina
by renting electric cars. The key to our approach is a corpo-
rate and social responsibility and financial feasibility.

REGULATION - MARKET SITUATION (MARKET
RULES, IMPLEMENTATION OF MARKET RULES)

From the regulatory point of view, the year 2018 has meant
the continuation of the regulatory period 2017-2021, in
which the legally established price regulation of electrici-
ty and gas supply further continued to apply to vulnerable
customers, i.e. electricity and gas consumers in households
and small businesses.

The Regulatory Office for Network Industries (URSO) ap-
proved the submitted proposal for a variation of prices in
the area of electricity supply for the year 2018 that reflect-
ed an average increase in commodity prices in wholesale
markets, which represented an increase in the final price
of electricity of 2,7%. In 2018, the adopted business policy
was continued in the area of gas supply and the guaranteed
discount, up to 16%, when prices were applied across the
year in comparison to the regulated approved prices of the
most important gas supplier on the Slovak Republic market.
Following the business policy, the gas supply portfolio ex-
panded slightly, while, in 2018, the business activities of
the Stredoslovenska energetika, a. s. concentrated on main-
taining its position as a major electricity supplier, particular-
ly in the territory of Central Slovakia.
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In 2018, in the area of quality regulation, the company
Stredoslovenska energetika, a. s. reached the level of qual-
ity standards set by legislation in electricity supply up to
99.8% and gas supply up to 99.3%, which is well above the
minimum standard required by the Regulatory Office for
Network Industries. The company thus confirmed its repu-
tation as a reliable energy supplier. Above all, it is the effort
and cooperation of individual departments to achieve im-
proved efficiency in the company processes which undoubt-
edly ensured compliance with the quality standards and the
subsequent excellent results. Thanks to this cooperation
and also the quality data, the company Stredoslovenska en-
ergetika, a.s. has been able to maintain its quality standards
for such a long time at a very high level.
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INTERNAL AUDIT

Internal Audit provides the Company’'s management with
independent information concerning the security of impor-
tant risks and functions of the internal management and
control system.

The Internal Audit department activity plan is based on the
risk assessment of individual processes and initiatives of
management staff.

The output of the completed audits are written reports
that document all findings and related risks. The reports
also contain internal audit recommendations in order to
minimize identified risks and remedial measures for respon-
sible employees. The top management of the company is
informed about the results of individual audits. The fulfill-
ment of measures taken is assessed on a semi-annual basis.
Audits carried out in 2018 reflected the company's stra-
tegic intentions and were focused on business activity of
the company and the resulting credit and price risk as well
as risks associated with the development of new products.
The Internal Audit department also continuously assessed
fraud risk management. Other activities reflected increased
risks resulting from current legislative changes, especially
in the areas of GDPR and cybersecurity.

GDPR

The year 2018 was a significant milestone in the field of
personal data protection, because on 25 May 2018, the
Regulation of the European Parliament and the European
Council 2016/679 dated 27 April 2016 on the protection of
natural persons with regard to the processing of personal
data and on the free movement of such data, and repeal-
ing Directive 95/46/€S (General Data Protection Regula-
tion), known as “GDPR", (hereinafter referred to only as the
“regulation”) and at the same time the new Act no. 18/2018
Coll. on personal data protection and amending and supple-
menting certain acts (hereinafter referred to only as the
"act”) entered into force.

Annual report 2018

The legislation amendment has affected all who come into
contact with personal data. In Stredoslovenska energetika,
a.s. we were preparing for this change through an ongoing
project, which consisted of two phases, analytical and im-
plementation. The objective of the analytical phase was to
revise all areas of the Regulation’s impact and to identi-
fy the key areas which we were required to deal with as
a company.

In the implementation and post-implementation phase,
we have gradually incorporated a number of aspects that
the Regulation has brought to our company's life (e.g. the
elaboration of processing activity records, the conclusion
of personal data processing agreements with our interme-
diaries in accordance with the Regulation, the elaboration
of the wording of information memoranda for the persons
concerned, creation of proportionality tests where a legiti-
mate interest is the legal basis for personal data processing,
setting up a process for the performance of individual rights
of persons concerned, and many other activities). We have
to point out that the care for personal data in SSE does not
stop there, because in connection with the obligations im-
posed by the Regulation and the Law for the entities that
process personal data, the agenda of personal data protec-
tion is a living mechanism which it is necessary to constant-
ly work with.
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SOCIAL RESPONSIBILITY

Social responsibility has been innate to us for years. It is
part of our business and internal policies. Our intention is to
do good and the right things. The right things towards our
employees, customers, business partners but also towards
the community we live in.

As a company with a responsible approach to the commu-
nity, in 2018 we implemented a new comprehensive strat-
egy called OUR social responsibility. It focuses on 5 areas,
namely support for children and youth, charity, volunteer-
ing, ecology and development. Responsibility is our way of
thinking about the future and others every day, and we take
the specific steps in cooperation with our employees.
There are various activities through which we help and sup-
port each year. For many years we have been protecting
and restoring the Banska Stiavnica Calvary in cooperation
with the Kalvarsky fond civic association. In addition to fi-
nancial support, we also contributed manpower last year. As
part of Family Day, we dedicated our time and got stuck in
by getting our hands dirty carrying scaffolding.

Our cooperation with the charity of Svdta AlZzbeta in Zvolen
also continued last year. However, not everything is about
the financial support. We also supported charity through
the collections in which our employees contributed what
was needed.

One of the most important activities carried out in 2018
was a sports event for children from orphanages and chil-
drens’ crisis centres called “Move with our energy”. Nine or-
phanages, a hundred children, met at the end of June for the
Sports Day with SSE.
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INTEGRATED MANAGEMENT SYSTEM

Our company has made a long-term effort to compete in the
electricity and gas markets. Quality delivery of electricity
and gas and consequently good quality customer service
has been rewarded by customer loyalty, but ISO and OHSAS
certification is seen as something similar to an international
standard. Thus, in the eyes of a customer, a certified compa-
ny is a safer choice because the customer understands that
certain quality standards are adhered to within the compa-
ny, without which the company would not have been able
to obtain a certificate.

The objective of Stredoslovenska energetika is to fulfill the
relevant needs and expectations of customers and other
parties involved to the highest quality with regard to the
environment and health and safety protection at work. In
order to improve the activities of our company, we have an
integrated and certified management system for the fol-
lowing three areas:

Quality Management System (ISO 9001:2015),
Environmental Management system in accordance with the
standard requirements (ISO 14001:2015),

Occupational Health and Safety Management System
(OHSAS 18001:2007).

In 2018, we successfully completed either a recertification
or supervisory audit for all three of the above mentioned
systems.

We have been actively involved in the pan-European cam-
paign “Healthy workplaces - Occupational health and Safety
week and Healthy workplaces control dangerous chemicals”
organized by the European Agency for Occupational health
and safety.




Stredoslovenska energetika provides its employees with an
above-standard working environment and the possibility
of professional development and career growth. Therefore,
it is one of the most attractive employers operating in the
Central Slovakia region.

The number of employees as at 31 December 2018 was
296, of which 72% are women and 28% are men. Stre-
doslovenska energetika is an organization with an average
age of 41.64 years and a 64.5% share of university-educat-
ed employees. The average number of years worked at the
company per employee was 12.84.

During the year 2018, SSE employed 34 new employees
from the external environment, mainly for the area of busi-
ness and customer services. Voluntary employee turnover
in 2018 was at the level of 5.5%.

“Employees are our most valuable capital”. The objective is
to make this statement not just a cliché, but to work effec-
tively with employees, exploiting their real potential, which
they offer to us, and on the other hand creating a quality
and attractive working environment.

In 2018, the area of human resource management and ac-
tivities to ensure the quality of human capital were marked
by sales support, new product development and solutions
for our customers and associated services.

One of the main objectives for 2018 in the area of Human Re-
sources was the education and development of employees. In
order to strengthen our position as a reliable and successful
supplier not only of electricity and gas, but also of energy-ef-
ficient solutions, we mainly focused the training of employees
of sales and customer services on the development of sales
skills, communication skills and internal product training. We
have launched a new SSEmindr program, the objective of
which is to develop the managerial competencies and skill sets
of our managers and thus ensure SSE has at its disposal pre
prepared internal successors in key managerial positions. The
program is attended by 81 employees.

We have invested EUR 128,940.00 on the education of em-

ployees, and each employee of the company spent 7 days
at educational activities.
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OUR TRAINEE PROGRAM has long been one of the most
successful programs working in cooperation with schools.
The goal is to find and select the most talented students
during their studies and involve them in our teams. The
current TRAINEE PROGRAMME 2018-2020 is a two-year
programme designed for the ambitious and talented daily
university students. We selected eleven students in their
fourth-year of university studies for the programme in
2018. Now they have a professional opportunity to acquire
practical skills and knowledge within the complex area for
the rules and principles of trading on the energy market,
as well as developing an understanding of the functioning
of individual organizational units within the company as
a whole. At the same time, they have the opportunity to ap-
ply in practice the theoretical knowledge from their studies.

Since 1 October, we have managed to launch a novelty in the
form of a system for managing improvement proposals of em-
ployees. We have typically named this system EDISON that
allows employees to become processors of process improve-
ment and thus increase our competitiveness. Improvements
carried out by employees will offer the possibility of profes-
sional development, personal as well as financial appraisal.

In order to support a balance between work and the private
life of employees, we offer many attractive benefits. The
standard benefits include extended holiday entitlement,
flexible working time, contribution to supplementary pen-
sion savings, and contribution to pre-school facilities for
children of employees, various sports and cultural events,
health days for employees, and many others. Our employ-
ees also have the opportunity to use more favorable condi-
tions and discounts at various shops and service providers.
We continue to be very active in the support of women and
men on maternity and paternity leave.

The company Stredoslovenska energetika once again re-
ceived an award in the field of effectiveness of human cap-
ital management. In 2018, it was awarded the title “Compa-
ny with the most effective human capital management in
the energy sector” for the fourth time in a row. The award
from PwC consulting company is designed for companies
that effectively manage their human capital and determine
the best practices in the human resources market.
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FUTURE

Customer orientation and the creation of a positive customer
experience is a priority for us. We are interested in any inno-
vative measure that brings more efficiency to the operations
of our customers and decreases their energy use. We want
to continue to bring an increasing quality service and energy
consultancy for effective energy use to our customers. We
want to continue to provide an increasing quality of service
and consultancy services for the effective use of energy by
our customers. We focus on accelerating and simplifying pro-
cesses, continually improving accessibility for our customers
and focusing on, electronic communication thus reducing the
need for paper communication.

Innovative products on the customer’s side allowing for the
active management of consumption with the aim of making
savings is a method through which we are supportive to our
existing and potential customers.

In addition to traditional commodity products, the develop-
ment of the electricity and gas market, the development of
competition and the ambition to grow our market share also
requires the supply and sale of additional, non-commodity
products that are a prerequisite for a comprehensive service
to customers. This offer will play an important role in cus-
tomer decision-making in relation to their choice of energy
supplier. The development and marketing of these products
will become the market standard and we can improve our
market position, compared to the competition, by developing
and marketing new products.

We will continue to improve the quality of the services we
have been providing, because we see an opportunity to dif-
ferentiate ourselves from the competition even in this strong-
ly regulated area of the Slovak energy market. At the current
time the presence of electricity supply regulation limits re-
sources for the development and launch of new products,
nevertheless we would like to focus on products that mean
real energy savings to the customer. Our belief is that, smart
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home solutions should not be “boxes to be played with” or
a demonstration on the phone when meeting friends.

We are an energy company that understands the industry in
which it operates, therefore our focus is on real smart heat-
ing management and the integration of renewable resources
across the whole system. In the unregulated segment, we
successfully continued to develop activities in energy effi-
ciency solutions for 2018, and in SSE we believe this is the
right way. In this segment, competition and pressure on com-
modity prices is enormous, and the know-how we possess is
becoming a new pillar in our strategy.

REPORT ON THE ECONOMIC RESULTS AND OPERATION

OF THE COMPANY SSE FOR THE YEAR 2018

FINANCIAL RESULTS

Individual profit and loss statement of SSE, a. s. (in thousands of EUR)

Specification

Sales 728,893 611,217
Purchase of electricity, related charges and distribution fees -699,438 -585,523
Personal expenses -9834 -9,586
Consumption of material and sub-deliveries -396 -470
Other operational income 2928 2,619
Other operational expenses -12,342 -12,680
EBITDA 9,811 5,577
Depreciation and value adjustments to assets -996 -1,025
Operating profit 8,815 4,552
Interest income 535 668
Interest expense -423 -558
Income from dividends 259 782
Other financial revenues 2,071 2,088
Net financial revenues 2,442 2,980
Profit before tax 11,257 7,532
Income tax -2 264 -1,121
Profit for the financial year 8,993 6,411

Stredoslovenska energetika
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Individual profit and loss statement of the company Stre-
doslovenska energetika, a. s. for the year 2018 was pre-
pared in accordance with International Financial Reporting
Standards (IFRS). Operating profit expressed as an indica-
tor of EBITDA achieved in 2018 amounted to EUR 9.8 mil,,
which represents an increase of EUR 4.2 mil. The increase
was mainly caused by an increase in the electricity supply
gross margin.

The main subject of activity for the company is the supply
of electricity and gas, in particular, in the region of central
Slovakia. The revenues from the sale of electricity and gas
accounted for the most significant proportion of total sales.
Another part of the turnover is attributable to sales for me-
ter connection and checking fees for electricity consumers,
for services to the subsidiaries on the basis of SLA agree-
ments as well as sales from energy efficiency projects.

The purchase of electricity and gas accounted for a signifi-
cant proportion of the total costs.

The economic result after tax amounted to EUR 9 mil.
and compared to the year 2017, it is an increase of EUR
2.6 mil. EUR mainly due to the increased gross margin by
EUR 5.2 mil.

More detailed financial data is contained in the report of the

independent auditor in the separate financial statements
as at 31 December 2018.
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REPORT ON THE ACTIVITIES OF THE SUPERVISORY
BOARD OF STREDOSLOVENSKA ENERGETIKA, A. S. FOR

THE YEAR 2018

(since 1 January 2019 under the business name Stredoslovenska energetika Holding, a.s.)

THE SUPERVISORY BOARD CONSISTED OF THE
FOLLOWING COMPOSITION THROUGHOUT THE YEAR:

Mgr. Karol Hat'apka Chairman

Ing. Jozef AntoSik Vice-Chairman
Ing. Jan VoStenak Member

Ing. lvan lvanic Member

Ing. Miroslav Martonik Member

Ing. Igor Pistik Member

Mgr. Juraj Kadasi Member

The Supervisory board met four times in 2018, where it had
a quorum at each meeting.

Within the exercise of its competence according to the Arti-
cles of Association and the Commercial Code:

(a) has approved:

- proposals for the variable parts of remuneration of mem-
bers of the Board of Directors for each period;

-report on the activities of the Supervisory Board for 2017;

- opinion of the Supervisory Board to the audited annual
individual financial statements drawn up as at 31 Decem-
ber 2017 according to IFRS standards and the proposal for
profit distribution for the year 2017;

- opinion of the Supervisory Board to the audited consoli-
dated financial statements prepared as at 31 December
2017 according to IFRS standards;

-a proposal for a three-year Strategic Plan for the further
development of the SSE Group and the significant project
of the SSE Group;

- disposition of the assets of SSE, a. s., by depositing its
part of the business to the subsidiary Stredoslovenska
energetika Obchod, a. s. when increasing the company’s
registered capital;
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- disposition of the assets of SSE, a. s., by depositing its part
of the business to the subsidiary SSE - MVE, s. r. 0. when
increasing the company’s registered capital.

(b) has noted:

- quarterly management reports including profit and loss
account, balance sheet and cash flow statement for the
periods;

- the draft of the annual budget and the business plan of
SSE Group for the year 2018;

- draft of the individual annual plan and business plan of the
company for 2018;

-regular individual accounts of SSE, a. s. for the year 2017
including the auditor’s report and the proposal for distri-
bution of profits of SSE, a. s. for the year 2017;

-regular consolidated financial statements drawn up as at
31 December.2017;

- information about the underlying intentions of the man-
agement of SSE, a. s. as well as information on the status
of the assets of the foreseeable development, finance and
revenues of SSE within the meaning of section193 of the
Commercial Code for the period of 2018;

- statement of the Board of Directors for the members of the
Supervisory Board within the meaning of Article XIlI (22)
(@) (ii) of the Articles of Association concerning financial
transactions carried out by the company with related par-
ties, in which the value of any such transaction or series
of related individual transactions when combined exceeds
the amount of one hundred thousand EUR (EUR 100,000),
and the company's transactions concluded under other
than standard commercial conditions;

- increase of the registered capital of Stredoslovenska ener-
getika Obchod, a. s., a SSE-MVE, s. 1. 0., by depositing part
of the Stredoslovenskej energetiky, a. s. business.
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The Supervisory Board did not request the Board of Direc-
tors of the company to convoke the Extraordinary General
Assembly during the year 2018.

The company'’s share capital was not increased or decreased
during 2018.

CONCLUSION:

The Supervisory Board has properly fulfilled its supervisory
function within the meaning of the Articles of Association
and the section 197 et seq. of the Commercial Code.

The Supervisory Board did not record any violation of the
Articles of Association and laws in force on the part of the
Board of Directors within the performance of the business
activities of the company.

This report was approved at the meeting of the Supervisory

Board of SSE, a. s., which was held on
16 May 20189.

In Zilina on 16 May 2019

o

JUDr. Peter Hajducek
Chairman of the Supervisory Board
Stredoslovenska energetika Holding, a. s.
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A PROPOSAL OF THE BOARD OF DIRECTORS FOR THE
DISTRIBUTION OF PROFITS FOR THE YEAR 2018

(since 1 January 2019 under the business name Stredoslovenska energetika Holding, a.s.)

The audited net profit for the year 2018 EUR 8,992,887.29
The allocation to legal reserve fund EUR 0.00
Contribution to social fund EUR 0.00
Royalties for members of the Board of Directors

and of the Supervisory Board EUR 0.00
Part of the profits retained in equity as a result of management in previous years EUR 0.00
The share of income of the current year (2018) proposed for payment EUR 8,992,887.29
Undistributed profits from previous periods proposed for payment EUR 0.00
The Proposed payment of dividends to shareholders EUR 8,992,887.29

of which to the individual shareholders as follows:
- dividends to shareholder MoE of SR 51%
- dividends to shareholder EP Energy, a. s. 49%

EUR 4,586,372.52
EUR 4,406,514.77

Stredoslovenska energetika
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Events of special relevance occurring occurring after the
accounting period for which the annual report is prepared

With effect from 1 January 2018, the Company changed its
business name to Stredoslovenskd energetika Holding, a.s.

As at 1 January 2019, the Group was reorganized in order to
create a holding organisation of the Group.

As part of the transaction of the contribution of part of
the business as at 1 January 2019, a part of the Company
was contributed to the subsidiary Stredoslovenska energe-
tika Obchod, a. s., which with effect from 1 January 2019
changed its business name to Stredoslovenska energeti-
ka, a. s.

The contributed part of the business represents all activi-
ties and employees related to the purchase and supply of
electricity and gas, the provision of energy support services
and energy efficiency projects and related business units.
The net book value of the contributed part of the business
mainly represents the long-term intangible and long-term
tangible assets, receivables and payables of business and
labour and legal relationship and other items of assets
related to the contributed part of the company was as of
1 January 2019 EUR 10,735.00 ths. in total. Contributed
long-term tangible and intangible assets were of the net
book value EUR 2,306.00 ths, set of receivables and oth-
er assets in book value EUR 69,757.00 ths. and liabilities
in the amount of EUR 61,329.00 ths. This transaction was
made on the basis of the Company'’s decision of 25 October
2018 as the sole shareholder of the subsidiary Stredoslov-
enska energetika Obchod, a. s. The Board of Directors of the
Company decided at the General Meeting of Stredosloven-
ska energetika Obchod, a. s.
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At the same time, as part of another transaction concerning
a contribution of a part of business, as of 1 January 2019,
a part of the Company’s business was contributed to the
subsidiary, SSE - MVE, s. r. 0. The contributed part of the
company represents all the activities and employees relat-
ed to water power plants. The net book value of the con-
tributed part of the business mainly representing the long-
term tangible assets, receivables and payables of business
and labour and legal relationship related to the contributed
part of the company was as of 1 January 2019 EUR 328
ths. Contributed long-term tangible and intangible assets
was in the net book value of EUR 423 ths., receivables of
book value EUR 5 ths. and the receivables to the value of
EUR 100 ths. This transaction was made on the basis of the
Company'’s decision of 25 October 2018 as the sole share-
holder of the subsidiary SSE - MVE, s. r. 0. The Board of Di-
rectors of the Company decided as the General Meeting of
SSE-MVE,s.r. 0.

Expenses related to activities in the field of research
and development

The company Stredoslovenska energetika, a. s. did not have any expenses related to activities in the field of research and
development in 2018.

Acquisition of own shares, temporary certificates,
business shares and stocks

As part of the SSE Group reorganisation, in 2018 the company established the subsidiary Stredoslovenska energetika
Obchod, a. s. in order to separate activities related to the purchase and supply of electricity and gas activities, provision of
energy supporting services and projects of energy efficiency. At the same time, the company established the subsidiary
SSE - MVE, s. 1. o. for the purpose of operating small hydropower plants.

Organisational units of the accounting entity abroad

The company does not have any units abroad.

Stredoslovenska energetika
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Opinion of the Supervisory Board of Stredoslovenska
energetika, a.s. on regular separate financial statements
as at 31 December 2018 and on the proposal for
distribution of profits for the year 2018

(since 1 January 2019 under the business name Stredoslovenska energetika Holding, a.s.)

The Supervisory Board of Stredoslovenskd energetika Hold-
ing, a. s, at its meeting on 16 May 2019, reviewed the regu-
lar individual statements of the company as at 31 December
2018 including the report of an independent auditor KPMG
Slovensko, spol. s r. 0., SKAU license No. 96 dated 14 March
2019 and the proposal of the Board of Directors for the dis-
tribution of the profits of the company for the year 2018.

On the basis of the aforementioned, the Supervisory Board
of Stredoslovenska energetika Holding, a. s.,

recomm e nd s the Regular General Assembly of Stre-
doslovenska energetika Holding, a. s.:

1. approve the regular separate financial statements of
Stredoslovenska energetika Holding, a. s., as at 31
December 2018;

2. approve the proposal for the distribution of profits of
the company Stredoslovenska energetika Holding, a. s.
for the year 2018, as follows:

The audited net profit for the year 2018 EUR 8,992,887.29
The allocation to legal reserve fund EUR 0.00
Contribution to social fund EUR 0.00
Royalties for members of the Board of Directors and of the Supervisory Board EUR 0.00
Part of the profits retained in equity as a result of management in previous years EUR 0.00
The share of income of the current year (2018) proposed for payment EUR 8,992,887.29
Undistributed profits from previous periods proposed for payment EUR 0.00
The Proposed payment of dividends to shareholders EUR 8,992,887.29
of which to the individual shareholders as follows:

- dividends to shareholder MoE of SR 51% EUR 4,586,372.52
- dividends to shareholder EP Energy, a. s. 49% EUR 4,406,514.77

The Supervisory Board of Stredoslovenska energetika Hold-
ing, a. s, at the same timerecomm e nd s the Regular
General Assembly of Stredoslovenska energetika Holding,
a. s., to approve the payment of dividends to shareholders
in one payment within 30 days of the day of the General
Assembly.
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In Zilina on 16 May 2019

o

JUDr. Peter Hajducek
Chairman of the Supervisory Board
Stredoslovenska energetika Holding, a. s.
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