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CHAIRMAN'S
MESSAGE

“With a little exaggeration it can be said that in Slo-
vakia's reality the rule is only then will RONI make
good decisions on prices when everyone is equally
dissatisfied - end consumer, distributor, or genera-
tor. You simply cannot accommodate the requests
of only one group, or you could only do it only at the
expense of another.

Year 2017 was specific in that in price setting, we had
to cope with substantial increase of prices in the en-
ergy commodity markets, especially of electricity.
Last year, the Office used all regulatory instruments
to secure optimal end consumer prices, of course
within the boundaries provided for by applicable
legislation, and taking into account the legitimate
requirements of all market participants.

And we were successful in other things, too.

From the very beginning of their work, RONI's new
management took decisions on amending the Of-
fice's organisational order, thus making the coop-
eration across departments significantly more ef-
ficient, as well as allowing more transparency and
individual responsibility to guide the decision-mak-
ing process.

For the first time in the Office's history, a roadmap
of issuing price decisions in electricity was drafted,
thereby making the whole process of price pro-
ceedings significantly faster and more transparent.
Strengthening of the Office’s analytical activities was
reflected also in the fundamental re-staffing and or-
ganisational re-structuring of the analytical depart-
ment in the Martin local office.

As already emphasised by RONI's new manage-
ment upon their taking over, the consequences of
sloppiness will not be tolerated. This was also why,
in July 2017, draft decrees on price regulation in
electricity, water and heat were withdrawn from the
legislative process. The reason for this was the need
for a more in-depth discussion among market par-
ticipants affected by the changes, and in particular,
for a precise quantification of economic impacts on
individual consumer groups.

RONI maintains that this requirement will continue
to be applied also in the future, either in the creation
of the decrees themselves or in the overall perfor-
mance of the regulatory tasks in network industries.

prof. Ing. Lubomir Jahnatek, CSc.
Chairman
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1. ELECTRICITY

Year 2017 marked the first year of the new 2017-
2021 regulatory period. It was characterized by
increasing commodity prices on the world elec-
tricity exchanges, which affected end-user elec-
tricity prices for all customers in 2018. However,
this downside had a slightly positive effect as the
rise of commodity prices was reflected in a mild
decrease in the costs of promotion of renewable
electricity sources (hereinafter ,RES") and high-ef-
ficiency combined heat and power (hereinafter
,HE CHP") generation.

| TEN-YEAR NETWORK DEVELOPMENT PLAN

The responsibility for technical functionality of the
transmission system lies with the transmission
system operator (hereinafter the "TSO"), which reg-
ularly submits network development plans to the
Regulatory Office for Network Industries (hereinaf-
ter “the Office” or "RONI") and the Ministry of Econ-
omy of the Slovak Republic. The most significant
document in this respect is the Ten-Year Network
Development Plan (TYNDP), which the TSO sub-
" mits to the Office for approval. TYNDP includes an
assessment of the performance of the previously
approved plan and key intentions for the network
development to ensure primary objectives of the
development of the single electricity market are
met and network stability and security are main-
tained.

'he results of the consultation process were pub-
shed on RONI's website. Slovenska elektrizaéna
renosova sustava, a. s. (hereinafter “SEPS, a. s.),
he Slovak TSO, updated the TYNDP for the 2017
2026 period. Information on the outcomes of the
nsultations, including requirements of the cur-
ent and potential network users for investments
the transmission system under the 2017 - 2026
NDP, were published by the Office on March 22,
2017.

ANCILLARY AND SYSTEM SERVICES

Ancillary services are services the transmission
system operator purchases on the open market
and with their help, the TSO provides network us-
ers with system services necessary to maintain
the quality of power supply and secure operation-
al reliability of Slovakia’s power grid. After ancillary
services have been activated, balancing electricity
can be supplied.

Upon the TSO's request for a scope of specif-
ic types of ancillary services, total planned costs
of purchasing all types of ancillary services from
certified ancillary service providers were set by
the Office for the TSO. The Office also set the max-
imum tariff for providing primary active power
control, secondary active power control, tertiary
active power control in EUR per unit of available
electric power, and the maximum annual costs of
providing remote voltage control, reactive power
and black start in EUR. The maximum tariff of of-
fered positive balancing electricity and the mini-
mum tariff of offered negative balancing electricity
at the activation of the respective type of ancillary
service were also set by the Office.

The price for purchased balancing electricity per
unit of electricity volume in EUR was set in a trans-
parent manner on the basis of bid prices of used
ancillary service providers’ electricity installations
as:

* thehighest price of a source providing balanc-
ing electricity on a quarter-hourly basis, if the
balancing electricity is positive, but not more
than the maximum tariff set in RONI price de-
cision in EUR per unit of electricity volume,
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* the lowest price of a source providing balanc-
ing electricity on a quarter-hourly basis, if the
balancing electricity is negative, but not less
than the minimum price set in RONI price de-
cision in EUR per unit of electricity volume.

The TSO purchased various types of ancillary ser-
vices required to secure system services from an-
cillary services providers. The aim was to achieve
minimum costs of securing ancillary services, and
the purchases were organised in an open, trans-
parent and non-discriminatory manner towards all
providers. The transmission system operator made
preferable use of bids from installations within a
defined territory while following the principle of
purchasing costs minimization.

Technical qualifications of ancillary service pro-
viders were demonstrated by a certified measure-
ment as specified in the technical requirements.

Ancillary services provision

Indicator/Year 2015 | 2016 | 2017
No. of ancillary service providers 2% Pl 2%
No. of bids submitted by ancillary service providers 3422 | 3635 | 3637

No. of contracts concluded with
ancillary service providers

RYJ 30 3
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Comparison of balancing
electricity supplies (MWh)

Type of balancing electricity/year | 2016 2017 201;7;;19: (%)
Primary power control « 6,495 6,680 285
Primary power control - -6,406 | -6,679 428
Secondary power control + 138,914 | 175,689 26.471
Secondary power control - -152,947 | -142,358 -6.92
Terciary power control 3 min. + 1,368 5,687 324.14
Terciary power control 3 min. - -298 1072 25973
Terciary power control 10 min. + 508 2,074 406.69
Terciary power control 10 min. - -391 -168 -51.03
Terciary power control 15 min. + 531 2118 oy
Terciary power control 15 min. - -528 -1335 162.84
Terciary power control 30 min. + - -

Terciary power control 30 min. - - -

Demand decrease 689 4459 b47.171
Demand increase 0 0 not used
[mport of emergency electricity 450 3300 633.33
Non-guaranteed balancing electricity « 0 50 not used
Non-guaranteed halancing electricity - 0 0 not used
Positive balancing electricity 148,975 | 200,816 34.80
Negative balancing electricity -160,570 | -11,611 -5.58

The reason for the year-on-year increase in the
supply of balancing electricity was imbalance in
the power grid of the Slovak Republic in 2017, forc-
ing the TSO to continuously balance the network
by activating various types of ancillary services, as
the volume of ancillary services purchased had
not always been sufficient to balance the grid. The
transmission system operator, in case of a need,
purchased balancing electricity such as “Import
of Emergency Electricity". In view of the year-on-
year increase in the supply of balancing electric-
ity, in particular the “Tertiary Power Control 3 Min.
+" “Tertiary Power Control 3 Min. -, “Tertiary Power
Control 10 min. +", “Demand Decrease” and “Import
of Emergency Electricity”, we can say that in 2017
there was a larger electricity shortage in the grid
as compared to 2016.



ELECTRICITY TRANSMISSION
AND DISTRIBUTION

In 2017, “price cap” method was applied in the
electricity market in line with the approved regu-
latory policy for 2017 - 2021. This incentive-based
price regulation method gave system operators,
provided they behave efficiently and optimize their
costs, an opportunity to retain reasonable profits.

In 2017, RONI set network tariffs for the TSO that
the operator could apply towards customers con-
nected directly to the transmission system, in the
scope of;

*  tariff for reserved capacity (€/MW/year),
*  tariff for transmitted electricity (€/MWh),
*  tariff for transmission losses (€/MWh),

*  tariff for system services (€/MWh).

In electricity distribution billing, for electricity cus-
tomers directly connected to the distribution sys-
tem at high and extremely high voltage levels, the
following network tariffs set by RONI were applied:

*  tariff for electricity distribution without losses
including electricity transmission - compo-
nent for reserved capacity (€/MW/month),

e tariff for electricity distribution without losses
including electricity transmission - compo-
nent for distributed electricity (€/M\W¥/h),

* tariff for distribution losses (€/MWh),

*  tariff for system services (€/MWh).

Price regulation was also applied for local distri-
bution system operators and was carried out by
setting a method of calculation of the maximum
tariff of electricity supply and the tariff for access
to the local distribution system and electricity dis-
tribution.

For electricity customers or generators connected
directly to the distribution system at low voltage
levels, the following network tariffs set by the Of-
fice were applied:

e tariff for electricity distribution without losses
including electricity transmission - compo-
nent for reserved capacity (€/A/month),

e tariff for electricity distribution without losses
including electricity transmission - compo-
nent for distributed electricity (€/kWh),

» tariff for distribution losses (€/kWh),

e tariff for system services (€/kWh).

As far as price regulation of the respective activi-
ties is concerned, in 2017 RONI made:

° 487 price decisions on access to the transmis-
sion system and electricity transmission, ac-
cess to the distribution system and electricity
distribution, grid connection, household and
small businesses electricity supply and the
last resort electricity supply,
69 decisions on electricity price regarding
setting the support payment paid to electrici-
ty generators using combined heat and power
generation technologies,
* 159 decisions on electricity price regarding
setting the support payment paid to electricity
generators using renewable energy sources.

Evolution of network charges for non-household consumers

System charge SyS 17000 1.0500 10491 -8.447. -0.017%
Distribution + transmission 32.3576 32531 32.2519 0.547, -0.867
Distribution losses 4.4848 44390 32844 -1.02% -26.017,
Regulated charges in total 445424 44.0201 42.554 SAIA -3.267.
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Development and structure of
regulated charges in €/MWh

50 —

4.4848
40 -
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SYSTEM OPERATION TARIFF

System operation tariff is a fixed price related to a
technical unit reflecting proportional part of costs
of electricity generation from indigenous coal, re-
newable energy sources, high-efficiency co-gen-
eration, and activities of the short-term electricity
market operator (hereinafter as “OKTE, a.s”). The
tariff was applied to end-users’ electricity con-
sumption. The Office set fixed prices of electricity
generated from renewable energy sources and
high-efficiency co-generation, depending on the
electricity generation’s technological process, the
power generating facility commissioning date, in-
stalled capacity and financing method.

GUARANTEES OF ORIGIN OF ELECTRICITY

Guarantees of origin of electricity were issued by
RONI based on a request of power generators
from renewable energy sources (RES). Guarantees
of origin of electricity represent a certificate con-
firming that the electricity was generated from re-
newable energy sources.

ELECTRICITY

Evolution of system operation
tariff components in €/MWh
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Issued guarantees of origin
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of electricity from RES
Year | No. | Electricity volume generated (MWh) | No.of generators
2012 | 485 3882413 194
2013 | 908 2,141,542 326
2014 | 802 2,235,041 n
2015 | 1924 4,108,046 114
2016 | 5570 5,368,174 801
2017 | 4484 4121319 n2

Transferred guarantees of origin

of electricity from RES
Year | No. | Electricity volume transferred (MWh) | No. of generators
20210 0 0
01 |0 0 0
2014 | 25 190,401 1
2015 | 84 690,441 1
2016 | 2 604,242 1
0 | 4 1,181,525 2




Approved guarantees of origin

of electricity from RES
Year No. of No. of approved guarantees No. of
approvals (1guarantee - MWh) requesters
2012 0 0 0
2013 0 0 0
2014 2 100 1
2015 160 1,390,884 6
2016 453 3,099,336 8
2017 b14 3,412,199 1
Transfer of approved guarantees of
origin of electricity from RES
Year No.of | No.of approved guarantees No. of
transfers (1guarantee - MWh} requesters
2012 0 0 0
2013 0 0 0
2014 0 0 0
2015 45 110,576 2
2016 146 302,194 b
2017 m 229,855 4

SLOVENSKA ELEKTRIZAGNA
PRENOSQVA SUSTAVA, A.S.

RONI is the responsible authority to approve Slov-
enska elektrizacna prenosova sustava (SEPS), a.s.,
the Slovak TSO'’s electricity market rules and the
operational code, which govern the operator’s
capacity allocation and congestion management
procedures on cross-border profiles. Throughout
2017, the capacity of cross-border interconnec-
tions of Slovakia's transmission system provided
sufficient stability and security of the grid not only
in the Slovak Republic, but also in the context of
the European Union.

Available resources and investments

made by SEPS, a.s.

Roky 2016 2017
Available resources (EUR) 100,669,327 125,073 880
Investments (EUR) 62,133,311 50,456,121
Share (%) 61727, 40.347,

Available resources consisted of the amount of re-
sources calculated pursuant to RONI price decree
in the respective year, allowed profit after taxes
and revenues from congestion management fees
earmarked for investments. Investments included
all resources invested in the development of the
network in the given year.

MARKET COUPLING

The market coupling project is a path leading
to the creation of the pan-European electricity
market. Under the 4M market coupling project
(hereinafter “4MMC"), systems have already been
implemented that were designed for the target
European day-ahead electricity market model.
This model of European price coupling sets simul-
taneously volumes and prices in all the concerned
zones based on the marginal pricing principle pur-
suant to the Agency for the Cooperation of Energy
Regulators (ACER) framework guideline on capac-
ity allocation and congestion management in the
CEE region.

In 2017, operation, evaluation, clearing and settle-
ment was performed in the short-term day-ahead
market including final monthly settlements. OKTE,
a. s. reported an increase in the volume of elec-
tricity traded on the 4MMC short-term market in
2017 as compared to the previous year. The total
annual volume of electricity traded on the 4MMC
short-term market reached 13.063 TWh in 2017, up
by 3.936 TWh as against 2016.

ELECTRICITY




GCC

In the context of imbalance evaluation, clearing
and settlement, balancing electricity purchased
by the TSO under a contract with ancillary service
provider or balancing electricity supplier in the
GCC system was charged as secondary control
balancing electricity at a special price set by the
Office. In its price proceeding, the Office deter-
mined the ratio in which revenues from GCC im-
plementation would be divided. Part of the reve-
nues was kept by SEPS, a.s. and another part was
used for the reduction of the system services tariff.
The actual result of balancing electricity purchas-
es in the GCC system in 2017 was a revenue of the
transmission system operator of EUR 5,001,416.52.

WHOLESALE MARKET

In the wholesale electricity market, the powers of
RONI lie only in creating the legislative framework
and monitoring compliance.

Electricity - evolution of the commodity price

PXE Prague, Product: F PXE SK BL CAL-t
period: 01/2017 to 12/2017; average price: 35.31€/MWh
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In 2017, the major electricity market participants in
Slovakia were:

ELECTRICITY

Slovenske elektrarne, ass. - the most signifi-
cant producer providing 69.38 % of Slovakia’s
power from its own sources in 2017. The com-
pany’s generation of 19,444 GWh covered
62.61 % of Slovakia’'s electricity demand. The
installed capacity of power generating facili-
ties owned by Slovenské elektrarne, a.s. was
4,081 MW.

promoted generators of electricity from re-
newable energy sources and high-efficiency
cogeneration. For 2017, the estimated volume
of electricity produced from RES and HE CHP
eligible for the support payment was 2,780
GWh and 2,316 GWh, respectively

SEPS, as. - the sole license holder for elec-
tricity transmission and the national transmis-
sion system operator, fulfilling also the energy
dispatching control tasks (securing an even
balance on the defined territory of the Slovak
Republic),

OKTE, a.s. - the short-term electricity market
operator as the entity operating and evaluat-
ing the short-term electricity market on the
territory of the Slovak Republic including im-
balance clearing, evaluation and settlement,

Zapadoslovenska distribucng, a.s., Stredoslov-
enska energetika - Distribucia, a.s., and Vycho-
doslovenska distribucna, as. - the sole op-
erators of regional distribution systems in the
specifically defined territories of Slovakia ex-
ceeding 100,000 supply points connected. In
addition to the three major DSOs, there were
other 157 electricity distribution licence hold-
ers running local distribution systems in man-
ufacturing and non-manufacturing company
facilities with fewer than 100,000 supply points
connected,

other 439 entities licenced to do business in
the electricity market.



RETAIL MARKET

Act No. 250/2012 Coll. on Regulation in Network In-
dustries (hereinafter as “Act 250/2012") introduced
price regulation of electricity supply to vulnerable
customers - households and small businesses.

In 2017, price regulation of electricity supply was
applied to:

*  households,
*  small businesses,
*  the last resort supplier regime.

ELECTRICITY SUPPLY TO HOUSEHOLDS

Reference parameters for setting the maximum
tariff of electricity supply to households in 2017
were: arithmetic average of daily prices published
in the official price list of PXE (POWER EXCHANGE
CENTRAL EUROPE) on its website, of the F PXE SK
BL Cal-t product for the period between January
1 and June 30, 2016; coefficient in the value of up
to 12 % to cover the planned electricity supply di-
agram for households; and costs of imbalance re-
lated to electricity supply to households.

On top of the tariff for electricity supply, electricity
suppliers charged a price for electricity distribu-
tion including electricity transmission and trans-
mission losses, distribution losses, tariff for system
services and system operation tariff pursuant to
RONI price decision approving or setting prices for
access to the distribution system and electricity
distribution for the operator of the distribution sys-
tem, to which a household electricity consumer
was connected.

Maximum prices for electricity supplied to house-
holds consisted of two components, i.e. monthly
fixed payment per supply point and price of elec-
tricity consumed in a low or high price band. Price
of electricity supplied to households was divided
into eight rates.

The Office’s website featured a price calculator
to help each consumer, based on their estimated
consumption and the price approved by the Office
for the particular supplier, to compare bids of dif-
ferent electricity suppliers and choose the most
beneficial one.

Comparison of breakdown
of end-user electricity price for households

100 -

80 -

.01 /o .00/
il 5.14% 5.327%,
6.11% 5.98%
a0 | PRRELL 22,237,
20 ) o) 9)
33.15% 33.19% 21.927,
2015 2016 2017
. commodity .trunsmission incl. losses
. system operation tariff distribution excl. losses
. system services tariff distribution losses

. costs of supply and reasonable profit
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Market shares of electricity
suppliers to households in 2017

2.367, z[it?e!sA

584Z CFZ Slovensko, s.r.o.

SLOVAKIA ENERGY, s.r.o.

1157,

Slovensky plyndrensky
priemysel, a.s.

35.387.

ISE Energia

20.087.

VSE

26.777.

SSE

ELECTRICITY SUPPLY T0
SMALL BUSINESSES

A small business is an end customer with total
annual electricity consumption in all of its supply
points up to 30,000 kWh for the year preceding
the year for which the respective price proposal is
submitted. Price of electricity supply to small busi-
nesses was divided into eleven rates. In 2017, the
Office made 214 price decisions on electricity sup-
ply to vulnerable electricity consumers (house-
holds and small businesses).

Reference parameters for setting the maximum
tariff for electricity supplied to small businesses in
2017 were: arithmetic average of daily prices pub-
lished in the official price list of PXE (POWER EX-
CHANGE CENTRAL EUROPE) on its website, of the
F PXE SK BL Cal-t product for the period between
January 1 and June 30, 2016; coefficient in the val-
ue of up to 12 % to cover the planned electricity
supply diagram for small businesses; and costs
of imbalance related to electricity supply to small
businesses.

ELECTRICITY

Breakdown of electricity price for
small businesses in 2017

b.127.
system services tariff

23877

commodity

19.027.

system operation
tariff

3.17% 6.307.
distribution costs of supply
losses and reasonable profit
3.427.

transmission

39.507.

distribution excl. losses

Market shares of electricity suppliers
to small businesses in 2017
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Market shares of electricity suppliers outside
households and small businesses in 2017

24.197,

others

24.037.

ISE Energia

4137,

Teleznice Slovenskej
republiky, Bratislava
(Slovak Rail)
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SE Preduj, s.r.o.
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VSE

Total power generation and consumption

based on data provided by SEPS, a.s. (TS0)
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THE LAST RESORT SUPPLIER

The last resort supplier regime was not employed
in 2017, which means that electricity suppliers
within the defined territories of the distribution
system operators Zapadoslovenska distribucna, a.
s., Stredoslovenska energetika - Distribucia, a. s.,
and Vychodoslovenska distribucna, a. s., complied
with their obligations according to applicable leg-
islation.

SWITCHING

In assessing the level of electricity market liberal-
ization, a per cent ratio (*switching" is used, which
is the share of the number of supply points with a
change of electricity supplier, to the total number
of supply points in a given year.

Switching

6.00%
5.00%
4007,
3.00%
2007

1.00%

0.00%
2015 2016 2017

. household supply points . non-household supply points . Total
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2. GAS

Gas consumption in the Slovak Republic reached
54.3 TWh in 2017, which was about 6.5% more than
in 2016. The higher gas consumption was mainly
due to the very cold month of January.

Gas consumption in Slovakia in TWh
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50
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TWh
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20
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2014 2015 2016 2017

Gas consumption in 2017
by customer categories

6.987

Middle indus. customer

10.977.

Small indus.
customer

63.187%

Big indus.
customer

28.877.

Households

The highest share of gas in the Slovak Republic
(53.18%) was traditionally consumed by industri-
al customers in tariff groups with the annual gas
consumption at their supply point exceeding
4,000,000 kWh. The share of households in the to-
tal gas consumption in Slovakia was 28.87 %.

GAS MARKET PARTICIPANTS:

*  the transmission system
operator (eustream, a.s),
*  the distribution system operator
on the territory of the Slovak
Republic (SPP - distribucia, a.s),
° 40 local distribution system operators (DSOs),
*  two underground storage operators,
° 28 gas suppliers,
°  gasconsumers.

REGULATION OF NETWORKS

Following up on the adopted Regulatory Policy for
the period 2017 - 2021, the Office published Decree
No. 223/2016 Coll. establishing price regulation in
the gas sector (hereinafter ,Decree No. 223/2016
Coll").

In 2017, the Office regulated the prices of:

° access to the transmission system and gas
transmission
access to the distribution system and gas dis-
tribution

° connection to the transmission and distribu-
tion systems,

*  provision of ancillary services in gas,

*  re-purchase of gas installations

GAS




UNBUNDLING

In 2017, the Office made 20 decisions on prior
consent to the terms and conditions of provision
of services by eustream, a.s. as the independent
gas TSO. The Office also closely monitored the ob-
ligations of SPP - distribucia, as., the distribution
system operator, with respect to the unbundling
of activities of the DSO operating in a vertically in-
tegrated undertaking and also the contractual ob-
ligation of this regulated company, i.e. the obliga-
tion to submit any contract between the regulated
company and another person, which is a part of
the same vertically integrated undertaking, to the
Office within 30 days of its conclusion.

TECHNICAL FUNCTIONALITY
OF THE NETWORK

Transmission Network

The transmission network is owned by eus-
tream, as., the company also operating it. The
transmission network is interconnected with the
main transmission routes in the Czech Republic,
Ukraine, Austria, Hungary and two interconnection
points with Ukraine. Gas for international and do-
mestic network users is transported via this trans-
mission network.

The data on technical, available and contracted

capacities at all entry/exit points are available on
eustream’s website.

Capacities at the entry/exit points in 2017

) Capacity [6Whid]
Cross-border point - -
technical contractual available

ENTRY Vel ké Kapusany 2080 1,861 219
EXIT Budince 260 260 0
ENTRY Baumgarten 248 40 208
EXIT Baumgarten 1,570 1,466 104
ENTRY Lanzhot 697 281 410
EXIT Lanzhot 400 308 92
ENTRY Vel ke Zlievee 0 0 0
EXIT Vel'ké Zlievee 121 0 121

GAS

o Capacity [6Whid]
Domestic point -
total contractual available
domestic ENTRY paint 169 kil 138
domestic EXIT point 460 163 291

DISTRIBUTION NETWORK

The structure of the distribution network of SPP -
distribucia, a.s. (the DSO):

* total length of the distribution network (as of
31 December 2017) was 33,273 km, of which:

* length of high-pressure gas pipelines was
6,280 km,

*  length of mid-pressure and low-pressure gas
pipelines was 26,993 km.

No. of supply points and volume of gas
distributed by SPP - distribucia, a.s.

2015 2016 2017
No. of supply points 1,514,646 1,518,131 1,514,282
Distributed gas in m’ 4585031787 | 4715,242,762 | 4,901,064,256

With the number of supply points slightly decreasing,
in 2017 about 180 mil. m3 more gas was distributed to
the supply points connected to the SPP - distribucia,
a.s. distribution network than in 2016, which can be at-
tributed to an extremely cold January.

Investments in the upgrade and
reconstruction of the SPP - distribucia,
a.s. distribution network

Ivestments | 2006 | 206 | 201
mil € | 0 [ w4 | %%

Local distribution networks are distribution net-
works connected to the distribution network of
SPP - distribucia, a. s., with their operators distrib-
uting gas to customers in large corporate premis-
es, industrial parks, shopping centres or residen-
tial blocks. In 2017, the Office could report 40 local
DSOs distributing gas in 47 local distribution net-
works in the total volume of 928,798,088 m3.



NETWORK BALANCING

In 2017, the greatest need for daily balancing of the
distribution system in case of gas shortage was in
the volume of 1.9 mil. m3/day, and in case of gas
surplus, of 2.5 mil. m3/day.

TRANSMISSION SYSTEM
OPERATOR - EUSTREAM, A.S.

In 2017, prices of access to the transmission sys-
tem and gas transmission were regulated by di-
rect setting of a comparable price, i.e. by bench-
marking prices of gas transmission in the Slovak
Republic with those in other European Union
member states. The prices of access to the trans-
mission system and gas transmission were deter-
mined in accordance with the procedures set out
in Decree No. 223/2016 Coll. by tariffs reflecting
the entry-exit tariff system. Tariffs were set for all
respective entry and exit points of the transmis-
sion network and were equal for all users of the
transmission network, i.e. for both foreign and do-
mestic transmission network users, unlike in some
other EU countries which distinguish between do-
mestic and transit gas transmission.

Gas transmission in bem
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For the new regulatory period 2017 - 2021 the Of-
fice issued for eustream, a.s. two price decisions
for access to the transmission system and gas
transmission. As for connection to the transmission
system, the Office issued no price decision in 2017.

DISTRIBUTION SYSTEM OPERATOR
- SPP - DISTRIBUCIA, A.S.

In accordance with the Regulatory Policy for the
new regulatory period 2017-2021, for SPP - dis-
triblcia, a.s. as a regulated company with more
than 100,000 supply points connected to its dis-
tribution system, “price cap” as the selected meth-
od of price regulation of access to the distribution
system and gas distribution was applied.

In 2017, the Office issued for SPP - distribucia, a.s.
two price decisions setting the tariffs for access to
the distribution system and gas distribution, with
the number of tariff groups for gas distribution in-
creasing to 26 in line with Decree No. 223/2016
Coll.

In the year under review, the Office issued for SPP -
distribucia, a.s. a new price decision on connection
to the distribution system for the entire regulatory
period in line with Decree No. 223/2016 Coll.

LOCAL DISTRIBUTION SYSTEM OPERATORS

RONI Decree No. 223/2016 Coll. allowed local
DSOs to choose from three ways of calculation in
their price proposal of access to the distribution
system and gas distribution:

1. their own proposal of price for access to the
distribution network and distribution,
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2. by adopting the tariff, where the price for ac-
cess to the distribution network and gas distri-
bution is the sum of the tariff of the upper dis-
tribution network (DSO’s) on entry to the local
distribution network; costs of losses and own
consumption in the network; operational costs
determined as average annual operational
costs included in prices in the previous 2012-
2016 regulatory period; and reasonable profit,

3. by adopting the tariffs of the upper distribution
network (DSQO’s), including the terms and con-
ditions of applying respective tariffs without any
increase, that is, the customer in the local distri-
bution network is charged the price that would
be charged by the DSO (SPP - distribucia, a.s.),
should the customer's supply point in the local
distribution network be connected directly to
the SPP distribucia’s distribution network.

Underground gas storage operators’ capacities

For 2017, the Office issued price decisions on ac-
cess to the distribution network and gas distri-
bution as follows: for 20 local DSOs according to
the first method of calculation, for 20 local DSOs
according to the second method and for 9 local
DSOs a price decision according to the third meth-
od of calculation.

The Office issued for 2017 and for the entire 2017-
2021 regulatory period, seven price decisions on
connection to the local distribution network.

As of 2017, there was no LNG facility operated in
the Slovak Republic.

UNDERGROUND GAS STORAGE OPERATORS

Underground gas storage facilities are one of the
instruments increasing Slovakia's energy securi-
ty. On the territory of the Slovak Republic, under-
ground storage facilities are operated by NAFTA
a.s. and POZAGAS a.s. Access to storage and stor-
age of gas in 2017 was not subject to price regu-
lation.

Bas starage operater Technicnl !uorking volume Tech.nicu.l injectability Techl-iicul-deliverubility
(in mil. m*/year] (in mil. m*/day) (in mil. m®/day)
2015 2016 201 2015 2016 2017 2015 2016 2017
NAFTA as. 2,545 2134 2,931 3192 392 38 38.26 38.26 36.96
POZAGAS us. 655 656 655 6.65 6.85 6.69 6.85 6.85 6.85
Total 3,200 3,389 3,686 8.1 381 3812 4511 4511 4381
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Utilisation of NAFTA a.s.

underground gas storage

Storage users in%

[by country of oigin] 2015 2016 2017
Slovakia 58.81 50.22 45.15
Russia 0.00 0.00 3162
Czech Republic 230 19.60 9.98
UK 150 21.86 2.50
Germany 484 6.16 408
France 242 0.75 0.0
Holland 118 0.36 0.35
Norway 181 0.00 0.00
Switzerlond 101 0.95 551
Denmark 0.07 0.10 0.1
Total 100.00 100.00 100.00

In 2017, NAFTA a.s. concluded 21 contracts with
the underground storage users, of which 3 con-
tracts were for interruptible storage capacity and
18 contracts for firm storage capacity.

Utilisation of POZAGAS a.s.

underground gas storage

Storage users in%

[by country of oigin] 2015 2016 2017
France 5143 4933 4193
Germany 191 1244 10.07
Switzerland 1158 169 10.56
UK 10.04 15.74 16.79
Slovakia 8.46 5.13 431
Czech Republic 443 931 15.50
Holland 215 0.00 0.00
Denmark 0.00 0.36 170
Total 100.00 100.00 100.00

In 2017, POZAGAS, a.s. concluded 14 contracts with
the underground storage users for firm capacity.

NATURAL GAS EXTRACTION

In 2017, about 90 mil. m* of gas were extracted
from the natural gas deposits of NAFTA, as.

CROSS-BORDER COOPERATION

Reverse gas flow to Ukraine

Slovak TSO eustream, a.s. provides the operation
of reverse flow through the Budince exit point to
Ukraine in the volume of 155 bcm/year. In 2017,
work on project implementation documentation,
including related activities, was carried out in or-
der to increase the reverse gas flow to Ukraine.

The Polish-Slovak gas interconnector

Being part of the North-South gas corridor with
the total length of almost 170 km, the Polish-Slo-
vak gas interconnector is a significant link in the
transit gas pipeline chain that will connect Eastern
Europe from the Polish LNG terminal Swinoujscie
to the planned Croatian LNG terminal on the island
of Krk.

The EU's Innovation and Networks Executive
Agency (INEA), GAZ-SYSTEM SA. and eustream,
a.s. signed a grant agreement in December 2017
for construction works for the Poland- Slovakia
interconnection pipeline, of which about 106 kilo-
metres will be built in Slovakia’s territory.

The grant agreement will enable the Polish and
Slovak TSOs to obtain financial aid from the Eu-
ropean Union through the Connecting Europe
Facility (CEF) in total volume of € 1077 million (€
55.2 million for eustream, a.s. and € 52.5 million for
GAZ-SYSTEM SA).
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The Eastring Project

The Eastring pipeline should pass through Slo-
vakia, Hungary, Romania and Bulgaria to Turkey.
Eustream, as. is at the stage of developing the
pipeline’s feasibility study, for which the company
received a grant from the CEF of 50% of justified
costs up to 1 million EUR.

TRANSMISSION CAPACITY

The annual capacity of the transmission network is
90 bcm of natural gas. In 2017, eustream, a.s. trans-
mitted 63.8 bcm of gas, of which 3.4 bcm were for
Slovakia’s network users and 60.4 bcm for foreign
customers, the share of international gas transit
thus accounting for 94.7 % of total gas transmis-
sion volume.

Transmission network
— No. of requests and contracts

Indicator/year 2015 | 2016 | 2017
No. of requests for transmission network access 596 | 2,089 | 1418
No. of requests for transmission network connection 0 0 0
No. of concluded contracts on 0 0 0

transmission network connection

No. of concluded contracts on gas transmission

with firm transmission capacity ) el

of which: long-term 8 4 0
yearly B u | M
short-term 530 | 2011 | 920

No. of concluded contracts on gas

BT . . u | 23 | 40
transmission with interruptible capacity
of which: long-term 2 0 3
yearly 0 4 0
short-term 2 | 29 | 404
No. of concluded contracts on gas transmission
. . L . n | " 1
with combined transmission capacity
of which: long-term 0 0 0
yearly 3 1 1
short-term 1 13 16
No. of transmission system users |8 | N

In 2017, all requests for transmission network ac-
cess were granted.

GAS

Share of network users in the volume of

transmitted gas by country of origin

Transmission network domestic users 2015 | 2016 | 2017
(transmission to the network’ s domesticpoint]) | (%) | (%) | (%)
Slovakia 6.52 | 460 5.30

transmission network transit users

Russia 66.03 | 68.10 | 6927
Germany 910 | 100 | 57
Czech Republic 200 | 140 | 413
Italy 0.00 0.30 0.00
Switzerland 036 | 030 | 144
UK 0.00 0.00 021
Austria 000 | 000 | 0.00
Denmark 001 | 000 | 000
France 146 | 000 | 002
Luxembourg 030 | 030 | 039
Ukraine 1422 | 1400 | 1341
Poland 0.00 0.00 0.18
Total 100.00 | 100.00 | 100.00

COMPETITION PROMOTION

Wholesale market

Wholesale gas market is characterized by:

gas purchases under long-term contracts,
gas purchases on commodity exchanges,
gas purchases from another trader - a gas
supplier (14,348 GWh in 2017, which is double
the volume of 2016),

trading at the virtual trading point of eustream,
as. transmission system in total volume of
221,778 GWh,

trading, or change in ownership of gas stored
in underground storage facilities, where gas
ownership was changed in volume of 34,882
GWh.



Gas - evolution of the commodity price at the energy exchange in 2017

EEX Leipzig, price of gas NCG Cal-t+1
period: 01/2017 to 12/2017; average price: 17,26 €/MWh
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RETAIL MARKET

In 2017, there were 28 active gas suppliers in Slo-
vakia’'s gas market.

Gas suppliers to end consumers

2.187.

SLOVAKIA ENERGY, s.r.o. 1 61/

2.287. SLOVAKIA ENERGY. s.ro.
VEMEX ENERGO s.r0. /

CFz Slovensko, Sr.0.

b.01%

ISE Energi, a.s.

6.187.

ELGAS, k.

1487.

MET Slovakia, a.s.

8.997

innogy Slovensko s.r. 0.

65.747,

Slovensky plyndrensky

priemysel, a.s.

The level of gas market concentration can also
be measured by the HHI (Herfindahl-Hirschman
Index). The market is considered concentrated if
HHI is more than 0.1 and highly concentrated if the
value exceeds 0.2. There is a gradual decrease in
HHI observed in Slovakia’'s gas market, but it can
be said that also in 2017 the value stood still well
above the high concentration threshold.

Evolution of HHI
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Gas suppliers to industrial customers
excl. small businesses in 2017

3.137%
Pow-en as. 5 5 7Z

3.257, \ e

VEMEX ENERGO s.r.0.

381
ISE Eonergiu, as. \ .
5.197, 1997

CEZ Slovensko, s.r.o.

6.267.

innogy Slovensko s. . 0.

GasTrading, s.r.0.

8.827.

ELGAS, s.r.0.

60.707.

Slovensky plyndrensky
priemysel, a.s.

10.70%

MET Slovakia, a.s.

GAS SUPPLY TO VULNERABLE CONSUMERS

In 2017, the Office regulated prices of gas supplies
to vulnerable consumers, i.e. households, small
businesses and gas supply by the supplier of last
resort. On its website, the Office published the list
of gas suppliers providing universal service to help
household consumers better navigate their sup-
plier selection. Universal service means a service
for household gas consumers or small businesses
provided by a gas supplier under a combined gas
supply contract which includes both gas distribu-
tion and gas supply and assumption of liability for
imbalance. Gas suppliers providing universal ser-
vice were obliged to publish the price list of gas
supplied under this service on their websites and,
at the same time, submit it to the Office. The sub-
mitted price lists were used as a basis for loading
the data into the online price calculator which al-
lows residential gas consumers to compare the
gas supply prices of individual suppliers.

Since the beginning of 2017, the Office has been
publishing on its website the development of gas
price on the EEX (“European Energy Exchange”),
providing consumers a better orientation in gas
market prices at monthly intervals.

GAS

When calculating the maximum tariffs for the
supply of gas to vulnerable consumers such as
household gas consumers and small businesses
with annual gas consumption of up to 100,000
kWh for the previous year, the price cap method
was used in 2017 in accordance with RONI Decree
No. 223/2016 Coll, i.e. determining the method of
calculating the maximum price (tariff) of gas sup-
ply to vulnerable consumers.

Maximum gas supply prices for vulnerable con-
sumers were composed of two parts - maximum
fixed monthly rate and maximum rate for the gas
supplied. Customer tariffs were divided into six tar-
iff groups 1 to 6, according to the annual gas con-
sumption.

The Office determined the method of calculating
the price of gas supply to vulnerable consumers
in Decree No. 223/2016 Coll. In 2017, a total of 15
suppliers supplied gas to vulnerable gas consum-
ers - households.

Gas suppliers to households in 2017

2.267. 139].
4BBZ CEZ Slovensko, 5.0, gther
/

SLOVAKIA ENERGY, sro. /

8.167.

ISE Energia, a.s.

\
1.337%

1526Z Energie 2, a.s.

innogy
Slovensko s.r. 0.

66.937.

Slovensky plyndrensky
priemysel, 0.s.



For 2017, the Office approved maximum prices of
gas supply to vulnerable consumers (households
and small businesses) for 15 suppliers with a coun-
try-wide coverage with effect over the entire regu-
latory period, i.e. until the end of 2021.

Maximum tariffs of gas supply to households, including network charges

Fixed monthly rate Rate for gas consumed
. (€/month] (e/wh)
Tariffs
(by annual volume of gas consumption in kWh) 2'!‘5 2015 | 2016 | 2018 Zl!"-’ 2015 | 2016 | 2016
till from | from | from | 2017 | il from | from | from | 2017
31.08. | 01.09. | 01.01. | 04.00 31.08. | 01.09. | 01.01. | 04.01.
1(upto 2138 kWh) 176 176 176 178 196 | 00533 | 0.0516 | 0.0501 | 0.0481 | 0.0434
2 (above 2138 up to 18 173 kWh) 415 415 415 415 576 | 00396 | 00379 | 00364 | 0.0344 | 0.0325
3 (above 18 173 up to 42 760 kWh) 6.46 6.46 6.46 646 | 664 | 00380 | 00363 | 00348 | 0.0328 | 0.0310
4 (above 42760 up to 89 485 kWh] 6.46 6.46 6.46 6.46 13.36 | 0.0380 | 00363 | 0.0348 | 00328 | 0.0304
5 (above 69 485 up to 85 000 kWh) 0 | 0 0 | 445 | 0 0 0 0| 00399
6 (above 85 000 up to 100 000 kWh) 0 0 0 0 5178 0 0 0 0 0.0398
Average tariffs of gas supply Breakdown of average end consumer price of
to households in 2017 gas supply to households in 2017 excl. VAT
Fixed Rate Average o
Tariff | annual gas consumption monthly | for gos pricein y 49 BA
I P rate | consumed tariff BU 9 A transmission
(€/month) | (E/kWh) (€/kwh) supply + reasonable

1upto 2138 kih) 196 0.0434 0.0820 profit
2 (above 2138 up to 18 173 kWh] 5.6 0.0325 0.0374
3 [above 18 173 up to 42 760 kWh) 864 | 00310 | 0035
4 (above 42 760 up to 69 485 kWh) 13.36 0.0304 0.0333
5 above 69 485 up to 85 000 kWh) 4245 0.0399 0.0467
6 (above 85 000 up to 100 000 kWh) 5178 0.0398 0.0466

33.987.

distribution

54.987.

commodity
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GAS SUPPLY TO VULNERABLE
CONSUMERS - SMALL BUSINESSES

Pursuant to the Regulatory Act, a small business
is an end consumer with overall annual gas con-
sumption of up to 100,000 kWh in all its supply
points for the previous year and is also considered
a vulnerable consumer. For 2017, the Office ap-
proved maximum prices for 14 suppliers supplying
gas to vulnerable small enterprise consumers with
effect over the entire regulatory period, i.e. by the
end of 2021. In the same year, 13 suppliers were
supplying gas to vulnerable consumers (both
households and small businesses).

Gas suppliers to small businesses in 2017

0627 051

Stredoslovenskd °
ELGAS, s energetika a.s. 121A’

1487, .

SLOVAKIA ENERSY, s0. — N\ /=

16.67%

innogy Slovensko
S.I.0.

18.987.

Slovensky plyndrensky
priemysel, a.s.

\
0637

VEMEX ENERGO s.r.0.

LAST RESORT GAS SUPPLY

Based on RONI decision, the supplier of the last
resort also in 2017 was Slovensky plynarensky
priemysel, a.s. In that year, the Office received four
notifications on the application of the last resort
supplier institute where the original gas supplier
had lost the ability to supply gas to consumers un-
der the Energy Act.

GAS

GAS SUPPLY TO OTHER GAS CONSUMERS

Gas supply to gas customers outside vulnerable
consumers defined by the Regulatory Act is not
subject to price regulation. All 28 gas suppliers
were involved in this kind of supply in 2017.

MARKET MONITORING

In the EU, the level of gas market liberalization was
measured by means of switching, a percentage
coefficient expressing the share of the number of
supply points with a gas supplier change to the to-
tal number of supply points in the respective year.

Switching

20

10F

2015 2016 2017
switching (%)

. big indus. customers middle indus. customers . small indus. customers

. households total



No. of gus customers

Supplypoints who switched their switching (%)
categories .
supplier
2015 | 2016 | 2017 | 2015 | 2016 | 2017

big indus. customers 130 | 99 93 | 1806 | 889 | 1212
middle indus. customers | 318 | 318 | 322 | 1114 | 910 | 1144
small indus. customers | 3,967 | 5,037 | 4743 | 5.08 | 655 | 6.21
households 45,821 | 41517 | 43610 | 321 | 289 | 298
TOTAL 50,242 | 47031 | 48,828 | 333 | 309 | 316

Decisions issued by Gas Regulation Dept. for 2017

Decisions related to price regulation issued for 2017 106

Gas supply to vulnerable consumers — country-wide suppliers 19
Gas supply to vulnerable consumers - local distribution systems (LDS) 19
Access to distribution network and gas distribution ( LDS - § 11 {1]) 2
Access to distribution network and gas distribution ( LDS - § 10 (7]] 9
Access to distribution network and gas distribution (amendment to decision LOS - § 10 (7]) ]
Access to distribution network and gas distribution ( LDS - § 10 (8]) 19
of which Access to distribution network and gas distribution (SPP-D) 1
Access to distribution network and gas distribution (amendment to decision SPP-D) 1
Connegtion to distribution network (SPP-D) 1
Connection to distribution network (LDS) 1
Re-purchase of gas installations 1
Access to transmission network and gas transmission 1
Access to transmission network and gas transmission (amendment to deision] 1
Terminated price proceedings 1

Suspended price proceedings 3

Letters, e-mails, opinions 55
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3. HEAT

In 2017, there were 340 heat suppliers licensed to
generate, distribute and supply heat.

Year | 25 | a0 | 2om
| owm | o | W

No. of regulated entities

87% of suppliers both generated and distributed
heat, 13% of suppliers only bought and distributed
heat. In 2017, seven suppliers terminated their reg-
ulated activity in the heat sector and nine suppli-
ers applied for a license, entering the heat market.

No. of heat suppliers
2015 | 2016 | 2017
No. of heat suppliers which terminated their " i 7
heat generation, distribution and supply
No. of suppliers which began their heat 2 ' g

generation, distribution and supply

HEAT SUPPLY

Heat is supplied from district heating systems to
about 25,000 supply points for 12,664 end con-
sumers. The ordered heat volume is a contractu-
ally agreed volume of heat for the regulatory year
t based on the actual heat supply in year t-2, un-
less the parties agree otherwise. This explains the
sinking trend in the ordered heat volume between
2015 and 2017.

Actual heat supply in 2017 was 14,441 GWh, which
is 2.2% more than in 2016. This increase was caused
by an increased need for heat supplied for heating,
as the number of day-degrees in 2017 was higher
by 3.6% than in 2016.

Ordered heat volume and actual supply

15000

12000

9000

6000

3000

2015 2016 2017

. actual supply

. ordered heat volume

Bavd Actual supply to residential premises Actual supply to non-residential Supplyto Own Total

Year o uegrees [6Wh] premises [GWh] technologies | consumption ot
[] ; : [6Wh]

heating | hotwater Total heating | hotwater Total [6Wh] [6Wh]
2015 3,388 3210 1,680 4,890 5,248 155 5,507 1,805 1,925 14,023
2016 3,540 3,404 1,690 5,094 5,060 14 5,201 1,891 1,951 14,131
2017 3,667 3,526 1,690 5,216 5,042 4 5,383 1,891 1,951 14441
HEAT




Average values of daydegrees in Slovakia
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Major heat suppliers

Bratislavska tepldrenskd, a.s.

Tepldren Kosice, a.s.

Lilinska tepldrenskd, .s.

Veolia Energia Slovensko, a.s.

Trnavska tepldrenskd, a.s.

Martinska tepldrenska, a.s.
SPRAVBYTKOMFORT, a.s. Presov

STEFE Banskd Bystrica, a.s.

Nitrianska tepldrenskd spolognost, a.s.

Ivolenska tepldrenskd, a.s.

The share of heat supplied for heating and domes-
tic hot water production to total supply in 2017 was
36 %. Consumers outside households consumed
36.8 % of heat, 13.4 % was consumed in technolog-
ical processes, and the remaining 13.8% was the
heat suppliers’ own consumption.

0 200
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In 2017, 50.3 % of heat was generated in heating
systems with combined heat and power gener-
ation. Renewable energy sources accounted for
15.6 % of heat supply.

Share of heat generation from CHP in 2017

60.307

Heat generation
from CHP

49.707,

Independent heat
generation

FUEL CONSUMPTION

The most used type of fuel for heat generation was
natural gas, with 53.2 % share in 2017. The remain-
ing 46.8 % of heat was produced mainly from bio-
mass and coal. Rising shares of fuel oil and biogas
have been observed in recent years. The decline
in biomass consumption in 2017 was not a general
phenomenon as it was caused by the change of
the fuel base in only one industrial enterprise.

Natural | Biomass | Coal Biogas | Fueloil
gus[6Wh] | [thst] | [ths.t] | [6Wh] | [ths.q]

2015 9292 1710 578 259 9
2016 8,514 1113 b1 215 96
201 8,141 845 o1 326 128

Year

Share of fuel types in heat generation
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PRICE REGULATION SCOPE AND METHOD

In the regulation of heat prices, the Office followed
Decree No. 248/2016 Coll. Heat generation, distri-
bution and supply were subject to regulation and
prices were regulated by the set method of calcu-
lating the maximum heat tariff based on the cost
method modified by some elements of the price
cap method.

PRICE LEVEL MONITORING

According to Act No. 250/2012 Coll., price deci-
sions issued for 2017 are valid up to until 31 De-
cember 2021 unless the Office, upon the proposal
of aregulated company or on its own initiative, ap-
proves an amendment to the price decision. As of 1
January 2017, the Office issued 341 price decisions.
In the course of 2017, the Office issued addition-
al 41 decisions changing heat prices of suppliers
whose economically justified costs changed sig-
nificantly, or price decisions for new heat suppliers
as well as for new locations.

HEAT




Year I!o: of price No'. ofumfn!ded No:of uppr?ved Purpose of investments mad Planned investments in ths. EUR
decisionsintotal | price decisions prices [tariffs) pose of investments made 215 | 2016 | 201
2015 238 9 b2 Heat generation installations 28,645 1,636 12,830
2016 50 " 105 Heat distribution installations 10,344 75,425 9,657
20m 362 H 157 Eco-friendly technologies 49.186 5,255 3,942
' , Planned general overhauls 150 4721 -
The variable component of the maxmum heat tar- HES consrucion ™ 602 o
iff averaged 0.0407 EUR/kWh in 2016. The year- : :
on-year decrease of 15% in this component was fotal 88824 | 3j2 | 3428

due to favourable price of natural gas. The aver-
age fixed component of the heat price amount-
ed to 186.52 EUR/KW, which is 5.5% more than in
2016. The resulting average heat price in 2017 was
6.5% lower than in 2016.

Cost breakdown in heat tariffs

1500000

Year 2015 2016 2017 1200000
Variable component €/kWh 0.0482 0.0478 0.0407
Fixed component £/kW 11459 176.85 186.52

Final heat tariff €/kWh 0.0811 0.0812 0.0759

900000

Avyear-on-year increase in fixed costs was allowed
by the selected method of regulation for the 2017-
2021 regulatory period only due to new invest-
ments in making generation and distribution of
heat more efficient. This option was used in 2017
by 25 suppliers who had planned new investments
in heat installation systems of 31.4 mil. €. The other 0
suppliers were not allowed to exceed the amount 2015 2016 2017
of fixed costs in the heat price approved in the pre- I oot costs [ e costs arofi
vious decision. Nevertheless, in many cases, the

fixed component of the heat price increased due

to the drop of the regulatory consumption indica-

tor. As a result of efficiency measures on the part

of heat consumers, in particular thermal insulation,

hydraulic heating, partial substitution of heat sup-

plied from district heating systems by their own

alternative heat sources (solar collectors, heat

pumps), the volume of actual heat supply, i.e. also

the regulatory consumption indicator, has been

decreasing in the long run.

600000

300000
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Average heat tariffs in Slovakia's
regional districts
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EVOLUTION OF HEAT COSTS

Heat consumption in the monitored sample of
40,000 residential apartments in 2017 was higher
by about 1% than in 2016 due to climate conditions.
However, given the favourable natural gas price,
the households' annual heating and domestic hot
water costs were lower by 4.1%.

2015 | 2016 | 2017
Heat consumption per apartment (KWh/apartment) 6501 | 6,693 | 6,761

Costs per apartment incl. VAT (€/apartment] 66 | 67 | 592
Day-degrees (D) 3388 | 3540 | 3667
Costs per apartment incl. VAT (€/apartment, D) 0185 | 0474 | 0161

Heat consumption per apartment (KWhiapartment, D) | 1919 | 1891 | 1844

Household heat consumption
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4. WATER

DRINKING AND WASTE WATER

Until 31 December 2017, a total of 650 regulated
entities were registered, of which 14 were water
utility companies, 123 smaller companies and mu-
nicipalities operating public water supply systems
or public sewers of 1st and 2nd category and 513
small municipalities and parts of cities as owners
of public water supply systems or public sewers of
3rd category.

Overview of price decisions issued

No.

2015 | 2016 | 2017
Price decisions 10 1 258
Amendments to price decisions ] 3 1
Price approvals 28 10 996
Decisions on proceeding termination 14 3 19
Decisions on proceeding suspension 3 b X
Decisions on revoking a price decision 2 2 1
Total 62 30 1324

Evolution of water utility companies
tariffs for drinking water production
and supply in €/m3 (excl. VAT)
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PRICE LEVEL MONITORING

Water prices (tariffs) issued for the 2017-2021 regu-
latory period were single-component prices and re-
mained at the level of 2016. In 2017, seven proposals
were submitted to amend a price decision, of which
three were submitted by water utility companies.

Tariffs of drinking water production, distribution
and supply through public water supply
system — water utility companies (excl. VAT)

2015 | 2016 | 2017

€m’ | €m’ | €/m’
Bratislovskd voddrenskd spolocnost 0.9359 | 0.9359 | 0.9359
Trnavskd voddrenskd spolognost 07266 | 07286 | 07286
Lipadoslovenskd vodarensk spolognost 10802 | 1.0802 | 1.0802
Trengianska VS/ Trengianske VaK (od 2015 09494 | 0.9494 | 0.9494
Povazskd voddrenskd spolocnost 0.9741 | 0.9741 | 09741
Severoslovenské voddme a kanalizdcie 0.9126 | 0.9126 | 09126
Turcianska voddrenskd spolognost 07302 | 07302 | 07302
Oravskd voddrenskd spolocnost 10353 | 1.0353 | 1.0353
Voddrenskd spolonost Ruzomberok 0.7460 | 07460 | 07460
Liptovskd vodrenskd spolognost 0.9102 | 09102 | 0.9102
Stredoslovenskd voddrenskd prevdzkovd spolonost 14700 | 11700 | 12010
Podtatranski vodarenskd previdzkovd spolognost 10884 | 1.0884 | 1.0864
Vichodoslovenskd vodarensk spolognost 13100 | 1.3100 | 1.3100
Voddrne o kanalizdcie mesta Komdrna 0.9162 | 0.9162 | 0.9162
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Wastewater collection and treatment tariffs Average price of drinking water production
of water utility companies (excl. VAT) and supply and wastewater collection
and treatment in €/m* (excl. VAT)

2015 | 2016 | 2017

€m’ | €m® | €m’ 12 —
Bratislavskd vodarenskd spolognost 09216 | 09216 | 0.9216
Trnavskd vodrenskd spolognost 10758 | 10758 | 1.0758
Lipadoslovenskd vodarensk spoloénost 0.8538 | 0.8538 | 0.8918
Trengianska VS/ Trencianske VaK (od 2015) 09554 | 09554 | 09554 ol - " al —
Povaiskd voddrenskd spoloénost 10700 | 10700 | 10700 ' — =
Severoslovenské voddre a kanalizdcie 09797 | 09797 | 10483
Turéianska vodrenskd spolognost 0.9591 | 0.9591 | 09591
Oravskd voddrenskd spolognost 10263 | 10570 | 1.0570
\lluddre:skd :pulof:l;(usf Rllﬁombe'rok [11:11:;;]: [11:11:;;]: [11:11:;;]: 08 2014 I 2015 I 2016 I 2017 I
iptovskd voddrensk spoloénost . . .
Stredoslovenskd vodrenska previdzkovd spolognost | 10983 | 10983 | 11615 vk vt I oot
Podtatranskd voddrenskd previdzkovd spolognost | 1.0904 | 1.0904 | 10904 In addition to tariffs for water utility companies
Vichodoslovenskd vodarenskd spolonost 0.3000 | 0.9000 | 0.9000 supplying to 95% of the total water-supplied pop-
Vodarne a kanalizdcie mesta Komdrna 0.8643 | 0.8643 | 0.8643 ulation of Slovakia, the Office set maximum prices

(tariffs) for the 2017 -2021 regulatory period also for
In 2017, water and sewerage rates, excluding VAT, municipalities and small regulated entities.

in Slovakia’'s water utility companies averaged
2.0190 €/m3, up by 0.8% y/Yy.

Evolution of water utility companies tariffs for wastewater
collection and treatment in €/m? (excl. VAT)
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Average tariffs of small requlated
entities in €/m? excl. VAT

2014 2015 2016 2011
Drinking water 0.7524 0.7524 0.7524 01710
Wastewater 0.8644 0.6644 0.8644 0.8865

Tariffs of small regulated entities
- municipalities in €/m?
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WATER SUPPLY AND
WASTEWATER COLLECTION

In most water utility companies in 2017, the vol-
ume of drinking water supplied by the public
water supply system rose by a total of 3,069 ths.
m3 (+ 2 %). In municipalities, new public sewerage
systems had been completed, enabling new cus-
tomers to be connected to the network, so in most
water companies also the amount of wastewater
collected by public sewerage systems increased
by an average of 5,369 ths. m3 (+ 3 %). The amount
of wastewater thus gradually returned to the level
of ten years ago.

Evolution of drinking water supply and
wastewater collection volumes in ths. m®

150000 L L 1 )
2014 2015 2016 2017
. drinking water . wastewater
INVESTMENTS

In 2017, the value of assets used for wastewater
collection and treatment increased by just 1%,
while in the drinking water supply business the in-
crease was 3 %.

Subsidies from EU funds and the state budget to
finance water supply system construction went up
by 3% in 2017 according to water utility companies'
data, while the share of assets from subsidies to
the total value of assets accounted for 14%.

Water utility assets and subsidies - public
water supply systems (in ths. €]
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Water utility assets and subsidies - public
sewerage systems and wastewater
treatment plants (in ths. €}
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UTILISATION OF WATER UTILITY ASSETS

Indicators for regulated activities in water utility companies

Drinking water 2014 2015 2016 2017 change 2017/2016 %

Revenues from regulated activities in ths. € 195,625 195,625 201,728 204512 2784 1
Justified costs in ths. € 194,187 194,187 194,67 201,638 6,967 4
of which repairs of water utility assets in ths. € 29m 291m 35,601 31,276 -4,226 -2
water utility assets in ths. € 1,631,567 1,648,612 1,738,825 168,817 49,992 3
from subsidies in ths. € 214,611 208,749 231,339 24441 1072 3
Water volume in ths. m* 189,514 191,619 194,202 19721 3,069 2
Utilisation of water utility assets capacities 927, 927, 957, 957, 0% 0
Wastewater 2014 2015 2016 2017 change 2017/2016 %

Revenues from regulated activities in ths. € 182,522 186,167 184,288 190,382 6,094 3
Justified costs in ths. € 182,691 182,986 198,245 205,504 1258 4
of which repairs of water utility assets in ths. € 1 18,302 2,931 19,087 -2,851 -13
water utility assets in ths. € 2,062,142 2,009,504 2,628,952 2,661,343 32,391 1
from subsidies in ths. € 686,282 154,090 1,063,712 1,084,735 1,023 0
Water volume in ths. m* 193,790 195,984 193 431 198,807 5,369 3
Utilisation of water utility assets capacities 147, 121, 147, 837, 97 12

WATER




SURFACE WATER UTILISATION Average price of using hydropower
potential in €/MWh (excl. VAT)

Tariffs of surface water utilisation
in EUR (excl. VAT) 20

2014 | 2015 | 2016 | 2017
Tariff of surface water collection per m* 01122 | 0122 | 01122 | 01120 1B

Average price of using hydropower
potential per 1 MWh

Tariff of power water collection per ths. m® | 0.1659 | 01659 | 0.1659 | 0.1691

167652 | 15.7562 | 14.1661 | 13.8796

10
Evolution of water collection
tariffs in EUR (excl. VAT)
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9. LEGISLATIVE ACTIVITIES

Pursuant to Act No. 250/2012 Coll, it lies in RONI's
powers, inter alia, to issue generally binding legal
precepts - decrees. Based on the applicable reg-
ulations, the Office drafted, submitted to legisla-
tive proceedings and issued the following decrees
in 2017

* Decree of the Regulatory Office for Network
Industries No. 18/2017 Coll. establishing price
regulation in electricity and certain conditions
of conducting regulated activities in electricity

*  Decree of the Regulatory Office for Network
Industries No. 21/2017 Coll. establishing price
regulation in production, distribution and sup-
ply of drinking water through public water
supply system, and collection and treatment
of wastewater through public sewerage sys-
tem

The Office in July 2017 withdrew from the legis-
lative process draft decrees on price regulation
for electricity, water and heat. This was due to the
need for a more in-depth discussion between
market participants affected by the changes, in
particular an exact quantification of economic im-
pacts on the respective consumer groups.

LEGISLATIVE ACTIVITIES







6. SUPPORT OF PRIGE
REGULATION AND MONITORING
OF REGULATED ACTIVITIES

MONITORING OF REGULATED COMPANIES’ ACTIVITIES

In 2017, the Office monitored the activities of reg-
ulated entities to obtain the necessary informa-
tion and sufficient tools to verify the structure and
level of costs incurred in carrying out the regu-
lated activities in order to establish transparent
and non-discriminatory regulation and to prevent
abuse of vertical integration.

No. of quality standard assessments
submitted by regulated entities and
recorded events in electricity

In the year under review, the Office monitored eco-
nomic indicators of regulated companies. Through
the selected economic indicators, it monitored the
impact of price regulation on the achieved finan-
cial results and economic efficiency of regulated
companies in the electricity and gas sectors.

No. of quality standard assessments
submitted by regulated entities
and recorded events in heat

.. Electricity | Electricity | Electricity Heat Heat supply
Electricity . e
transmission | distribution | supply No. of assessments submitted 32
No. of assessments submitted 1 124 116 No. of events recorded 82133
No. of eventsrecorded B 340245 | 183280 No. of incidents with a breach of quality standards 20
No. Ff incidt:intsdwilh abreach of 0 1174 1655 Share of incidents with o breach of quality 0247,
uality standards standards to events recorded ’
Share of incidents with a breach
of quality standards to events 07 0.337 0.097
recorded

No. of quality standard assessments submitted by regulated entities and recorded events in gas

Gas Gas storage Gas transmission Gas distribution Gas supply
No. of assessments submitted 2 1 40 1
No. of events recorded 880 3 43,819 993121
No. of incidents with a breach of quality standards 0 L 8 4,404
Share of incidents with a breach of quality standards to events recorded 07 1807 0.027 0.447,

SUPPORT OF PRICE REGULATION AND MONITORING OF REGULATED ACTIVITIES




No. of quality standard assessments
submitted by regulated entities
and recorded events in water

Water Drinking Wastewater
water supply collection

No. of assessments submitted 351 336
No. of events recorded 74,310 53,241
No. of incidents with a breach
of quality standards W 169
Shur.e of incidents with a breach of 09 035
quality standards to events recorded

Overview of compensation payments made
for failure to comply with quality standards
pursuant to Decree 236/2016 Coll.

Regulated activity Euro

Electricity Electricity transmission 0

Flectricity distribution 330,079.32

Electricity supply 59,738.21

Total 389,817.69
Gas Gas storage 0

Gas transmission 0

Gas distribution 780

Gas supply 116,262.75

Total 117,042.75
Heat Heat supply 4,986.36
Water Drinking water supply 41143

Wastewater collection 23141

Total 654.9

In 2017, a total of EUR 512,501.60 were paid to con-
sumers in compensation payments.

COMPLIANCE WITH ARTICLE 29
(2, 3, 4 AND 5) OF ACT NO.
250/2012 COLL.

The Office registered 714 public tenders an-
nounced by 20 regulated entities. From the pub-
lic tenders announced in 2017 and in the previous
period, 614 were completed in 2017, 64 were can-
celled. Two public tender were closed without a
winner announced. As of December 31, 2017, 153
public tenders were in progress.

Pursuant to Art. 29 (4) of Act 250/2012 Coll., 88 reg-
ulated entities reported to the Office 891 complet-
ed orders in the value exceeding EUR 300,000.

The gas transmission system operator is required
to submit proposals of commercial and financial
agreements with the vertically integrated under-
taking for the Office’s approval. In 2017, five such
commercial agreements were approved by the
Office.

SUPPORT OF PRICE REGULATION AND MONITORING OF REGULATED ACTIVITIES



7. INSPECTION

In 2017, the Office carried out onsite inspections
in 103 regulated entities, of which 13 were based
on received submissions and 90 were based on
the onsite inspection plan. Of the above, 62 ons-
ite inspections were completed with an inspection
result report, i.e. with detected breach of the appli-
cable legislation. 41 inspections were completed
with an inspection result record, i.e. with no breach
of the applicable legislation found.

In the year under review, inspections focused on
compliance with applicable legislation in the con-
duct of regulated activities in network industries
in 2013-2017. In this context, inspections aimed
at compliance with the approved scope of price
(tariff) regulation, non-tariff regulation and quality
standard regulation.

In 2017, onsite inspection was carried out in 74
electricity companies. With 30 of them, up to 221
breaches of Act 250/2012 Coll. and Act 251/2012
Coll. were found. In gas, the Office carried out
inspections in 41 companies, in 22 of them 96
breaches of Act 250/2012 Coll. and Act 251/2012
Coll. were found. The most frequent breach of Act
250/2012 Coll. by electricity and gas companies
was their failure to conduct the regulated activi-
ty in accordance with a final decision or approval
of the Office, and their non-compliance with price
regulation requirements according to a generally
binding legal regulation issued by the Office, in
other words their failure to adhere to a price de-
cision or commercial terms and conditions ap-
proved by the Office.

In case of regulated heat companies, the Office
carried out an inspection in 50 entities, in 25 of
them 57 breaches of Act 250/2012 Coll. and Act
657/2004 Coll. were detected. In water, compli-
ance inspection was done in five entities and, in
the case of four of them, eight breaches of Act
250/2012 Coll. were found. In the case of heat en-
tities, the most frequent violation of Act 250/2012
Coll. was related to the failure to account the costs
of heat generation, distribution and supply, which
are not considered as economically justified costs,
within the time limit and in the manner prescribed
by the Office. As for water companies (entities), the
most frequent was the violation of the obligation
to submit truthful and complete information and
data to the Office.

In addition to conducting onsite inspections in reg-
ulated entities, the Office also detected remotely
by its administrative procedures breaches of pro-
visions of Act 250/2012 Coll. and Act 251/2012
Coll. The result was the imposition of a fine to a
sum of 27 entities in total amount of EUR 25,000.
The concerned entities conducted their regulated
activities without a license, without confirmation of
fulfilment of their notification duty or did not sub-
mit to the Office the necessary documents, or in-
formation within the appointed time limit, or at all.

OVERVIEW OF INSPECTION FINDINGS

The overview shows the number of differ-
ent breaches of Act No. 250/2012 Coll, Act No.
251/2012 Coll. and Act No. 657/2004 Coll., which
were found by the Inspection Department during
their onsite inspections and by their administrative
procedures.

INSPECTION




breach of Art. 29 (1)b) of Act 250/2012 - failure
to conduct regulated activity in accordance
with a final decision or approval of the Office
and failure to comply with price regulation
requirements according to a generally bind-
ing legal regulation issued by the Office - 185
findings, of which in:

* electricity 119
° gas 40
e heat 5
* water 21

breach of Art. 29 (1) o) of Act 250/2012 - fail-
ure to abide by the market rules - 65 findings,
of which in;

e electricity 37

° gas 28

breach of Art. 22 (4) h) of Act 250/2012 - failure
to submit to the Office by the end of February
of the calendar month a quality standards
assessment for the previous year and failure
to publish this assessment on the regulated
company’s website or in other usual way in
case the regulated company does not have a
website in place - 31 findings, of which in:

*  electricity 3
° gas 1
* heat 6
°  water 21

breach of Art. 29 (1) k) of Act 250/2012 - fail-
ure to provide the Office free of charge with
complete and truthful data, documents and
any other information necessary for the pur-
poses specified by this Act and for the exer-
cise of the Office's powers in the scope, man-
ner and time limits specified by the Office - 24
findings, of which in:

*  electricity 11
° gas 1
e heat 4
° water 8

INSPECTION

10.

breach of Art. 29 (1) ¢) of Act 250/2012 - fail-
ure to account for the costs of heat genera-
tion, distribution and supply, which are not
considered as economically justified costs,
within the time limit and in the manner estab-
lished by the Office - 21 findings in:

. heat 21

breach of Art. 22 (5) of Act 250/2012 - fail-
ure to pay the compensation payment to the
customer at a determined amount and in a
determined manner in the case of a demon-
strable non-compliance with a quality stand-
ard - 12 findings, of which in:

*  electricity o]

* heat 3

breach of Art. 29 (1) j) of Act 250/2012 - failure
to notify the Office by the end of February of
the calendar year of discontinuing a regulat-
ed activity under an issued license or confir-
mation of fulfilment of the notification duty -
11 findings, of which in:

e electricity 4
° gas 3
°* heat 4

breach of Art. 13 (4) of Act 250/2012 - failure
to comply with the DSO operational code -
eight findings, of which in:

*  electricity 6

° heat 2

breach of Art. 22 (4) f) of Act 250/2012 - failure
to submit to the Office by the end of February
of the calendar year an overview of compen-
sation payments paid in the previous calen-
dar year - five findings, of which in:

*  electricity 2

* heat 3

breach of Art. 14 (5) ¢) of Act 250/2012 - fail-
ure to submit to the Office a price proposal
for the first year of the regulatory period until
30 September of the last calendar year of the
regulatory period - four findings in:

°* heat 4



11.

12.

13.

14.

15.

106.

17.

breach of Art. 22 (4) e) of Act 250/2012 - fail-
ure to archive quality standards data for five
years - three findings in:

*  electricity 3

breach of Art. 29 (5) d) of Act 250/2012 - fail-
ure to notify the Office of the public tender
evaluation results within 30 days after the
closing of the public tender - three findings,
of which in:

* electricity 2

° gas

breach of Art. 29 (1) a) of Act 250/2012 - not
conducting regulated activity according to
and within the scope of the license, confir-
mation of fulfilment of the notification duty or
registration approval - two findings in:

*  heat 2

breach of Art. 29 (5) b) of Act 250/2012 - fail-
ure to submit to the Office, in writing or in
electronic form, the list of all bidders who
have joined a public tender, no later than two
working days after the deadline to enter the
public tender two findings in:

*  electricity 2

breach of Art. 14 (5) d) of Act 250/2012 - fail-
ure to submit to the Office a price proposal for
the first year of the regulatory period, until 31
October of the last calendar year of the regu-
latory period - one finding in:

*  electricity 1

breach of Art. 29 (3) of Act 250/2012 - fail-
ure to announce a public tender for an or-
der whose estimated value is more than
€100,000 - VIP - one finding in:

*  electricity 1

breach of Art. 4 (5) of Act 251/2012 - failure
to fulfil the notification duty - 16 findings, of
which in:

*  electricity 7

° gas 9

18.

10.

20.

21.

22.

23.

breach of Art. 6 (1) of Act 251/2012 - doing
business in the energy sector without or not
in compliance with the license or confirma-
tion of fulfilment of the notification duty -
eight findings, of which in:

* electricity 3

° gas 5

breach of Art. 17 (12) of Act 251/2012 - fail-
ure to deliver to the household electricity or
gas consumer the final settlement of pay-
ments for the supply of electricity or gas no
later than four weeks after the consumer has
switched his supplier - four findings in:

*  electricity 4

breach of Art. 34 (2) h) of Act 251/2012 - failure
to provide the electricity consumer with infor-
mation on their rights concerning the means
of dispute resolution - three findings in:

*  electricity 3

breach of Art. 76 (7) of Act 251/2012 - fail-
ure to specify the data on the customer bill
(specify the amount for regulated supplies
and services and the amount for non-regulat-
ed supplies and services, specify the number
of the supply point) - supplier's obligations in
gas supply billing - three findings in:

° gas 3

breach of Art. 34 (2) p) of Act 251/2012 - failure
on the part of the electricity supplier to sub-
mit to the Office data from their household
consumer complaints database by February
28 of the following year - two findings in:

*  electricity 2

breach of Art. 64 (7) p) of Act 251/2012 - fail-
ure to publish the request form for access to
the distribution network on the DSO's web
site - obligation of the distribution system op-
erator - two findings in:

° gas 2

INSPECTION




24. breach of Art. 16 (4) b) of Act 251/2012 - failure  Shares of breaches found by RONI
to submit for the Office’s approval the rules inspections, by sectors in 2017
for the allocation of assets and liabilities,
costs and revenues within 30 days from the 11 607
day of commencement of the company’s ac- : °
tivities - one finding in:

*  electricity 1

water

25. breach of Art. 31 (2) u) of Act 251/2012 - failure 143SA
to publish the commercial terms and condi- heat
tions of grid connection and the commercial
terms and conditions of access to the distri-
bution system and electricity distribution on
the web site of the distribution system opera-
tor - one finding in:

*  electricity 1

26. breach of Art. 34 (2) f) 3) of Act 251/2012 - fail-
ure to elaborate commercial terms and con- .
ditions for the provision of the universal ser- 2251A
vice and submit each change thereof to the gas
Office's approval no later than 30 days prior to
their entry into force, one finding in:

*  electricity 1

61.61%

electricity

27. breach of Art. 69 (2) a) 3) of Act 251/2012 - fail-
ure to elaborate commercial terms and con-
ditions for the provision of universal service
- obligation of the gas supplier - one finding
in:

° gas 1

28. breach of Art. 69 (2) q) of Act 251/2012 - fail-
ure on the part of the gas supplier to submit
to the Office data from their household con-
sumer complaints database by February 28
of the following year, one finding in:
°* gas 1

29. breach of Art. 5 (1) of Act 657/2004 - doing
business in the heat sector without a license
or not in compliance with a license - 10 find-
ings in:

*  heat 10

INSPECTION




REMEDIAL MEASURES

The Office imposed 34 measures to eliminate and
remedy the deficiencies discovered during its in-
spection activities, of which in:

The Office ordered the regulated entities to re-
turn to the electricity, gas and heat consumers
the amounts representing the difference between
the price charged and the price to be charged un-
der applicable regulations, in total amount of EUR

e electricity 14 101,014.25 of which to:
° gas 2 e electricity consumers 213.47 EUR
e heat 18 °  gasconsumers 4,797.96 EUR

*  heat consumers (in the
variable component
of the maximum tariff) 96,002.82 EUR

SANCTIONS IMPOSED AT THE 1ST LEVEL OF ADMINISTRATIVE PROCEEDING

Fine for a breach of statutory obligations in 2017

DECISIONS
ADMINISTRATIVE PROCEEDINGS 2017 ISSUED FINAL
No. FINE (EUR) No. FINE (EUR)
Administrative proceedings based on onsite inspection findings 9 119,600.00 45 143,900.00
conducting regulated activity without a license or approval 2 600.00 2 600.00
Administrative ) ) L ]
) failure to fulfil the notification duty towards the Dffice 25 12,600.00
proceedings based
on breaches found failure to submit truthful costs (heat], data (water) 48 34,950.00 45 32,850.00
remotely by the failure to conduct regulated activity in compliance with RONI" s final decision or approval 1 400.00 1 800.00
Office” s administrative | . o T
proceres failure to submit a price proposal within a time limit set by law 89 25,550.00 89 25,550.00
failure to submit quality standards 113 56,600.00 81 40,500.00
TOTAL 282 237,600.00 288 256,800.00

Overview of Nos. of onsite inspections carried out, imposed
measures and decisions on fine imposition

500 — 469
400
300
200

100

2013 2014 2015 2016 2017

. inspections carried out . decisions on fine imposition . remedial measures imposed
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8. SUBMISSIONS
AND COMPLAINTS

RONI's Legislation and Legal Department handled
in 2017 a total of 670 submissions and complaints X
from customers. Some specific submissions were handled by the Office
forwarded directly to the respective departments

No. of customers’ submissions

responsible for electricity, gas, heat, or water reg- o0

ulation. 00 1241 1189
Heat Department processed 243 customers' sub-

missions. Inspection Department handled a total 800

of 84 submissions. In electricity, 120 submissions

concerned in particular new price decisions and 600

new adjustments to price regulation, Gas Depart-

ment attended to a total of 55 submissions in 2017. 300

The submissions were most often related to cus-

tomer bills and the new tariff structure. Seventeen

customers' submissions were related to water, 2011 2012 2013 2014 2015 2016 2017
largely dealing with prices issues. Non-Tariff Reg-

ulation Department dealt with three submissions

falling under its competence.

SUBMISSIONS AND COMPLAINTS




9. ALTERNATIVE
DISPUTE RESOLUTION
AND DISPUTE RESOLUTION

In 2017, the Office received a total of 28 proposals
for alternative dispute resolution (ADR). Of the total
number of proposals received, 22 concerned con-
sumer disputes under Act No. 391/2015 Coll. on the
Alternative Resolution of Consumer Disputes as
amended, six proposals concerned an alternative
resolution of a non-household consumer's dispute
pursuant to Art. 37 of Act No. 250/2012 Coll. Due
to non-compliance with the legal requirements of
the alternative dispute resolution institute, three
proposals were rejected.

No. of disputes resolved out of court in 2017

No. of received No. of proposals for ADR pursuant No. of proposals for ADR No. of disputes not
proposals for ADR to Art. 37 of Act 250/2012 pursuant to Act 391/2015 resolved in 2017
2 | b | 2 | 6

ALTERNATIVE DISPUTE RESOLUTION AND DISPUTE RESOLUTION




10. LICENSES IN NETWORK

INDUSTRIES

Overview of license requests and decisions issued in 2017

new licenses revoked licenses amended licenses | suspended proceedings | terminated proceedings
electricity 14 18 n 29 19
gus 14 12 ] 6 5
fuels and ol 2 1 4 3 0
total 30 K] | 99 38 24
Overview of valid electricity licenses Overview of valid energy licenses - fuels and oil
pursuant to Art. 6 (2) ) and b) of Act 251/2012 pursuant to Art. 6 (2] dJ, e], f] and g) of Act 251/2012
electricity generation 2 operation of fuel transmission pipelines 1
electricity transmission 1 aperation of a pressure vessel filling fucility 1
electricity distribution 12 operation of oil transmission pipelines 2
electricity generation and supply 103 aperation of a liquefied gaseous hydrocarbon distribution facility 0
electricity generation, distribution and supply A operation of a pressure vessel filling fucility and operation of a liquefied 1
electriciy distrbution and supply 118 gaseous hydrocarbon distribution fucility
electricity supply 175 total 16
shottem et marke pertion 1 Overview of license requests and decisions
total 439 issued in the heat sector in 2017
l 9

Overview of valid gas licenses = Icer!ses
pursuant to Art. 6 (2] ] of Act 25112012 revoked icenses !
gas production 1 amended licenses 113
gus transmission 1 suspended proceedings 56
gus distibution 8 terminated proceedings 6
gas distribution and supply 43 No. of all requests 9
gos production, distribution, storage and supply 1 Overview of valid heat licenses
gus storoge ‘ heat generation and distribution RXi|
o suply 124 heat generation ]
ftal K heat distribution 15

total 351

LICENSES IN NETWORK INDUSTRIES




APPROVALS OF REGISTRATIONS IN WATER

In 2017, at the request of regulated entities, the Of-

fice granted a total of 28 approvals of registration L

No. of registration approvals

| 2013 | 204 | 2015 | 2016 | 20w

under Art. 23 of Act 250/2012. Total No. of valid

registration approvals

Confirmations of fulfilment of the notification duty

‘ 566 ‘ 616 ‘ 636 ‘ 650 ‘ 646

No. of issued . ofvelid No. of issued
Confirmations of fulfilment of notification duty pursuant to confirmu'tions 0 2017 for confirmations eonﬁ-rmutions in
Art. 6 (5) of Act 251/2012 Coll. on Energy as amended B . as of
new entities/installations 2011 - changes
31.12.2017

electricity generation and supply from power generating
units with total installed output up to 1 MW

— small hydropower plants 5 165 14

—wind power plants 0 1 0

- photovaltaic installations 46 1681 55

- biogas stations 1 109 6

~ co-generation units 9 82 6

- hiogas generation - no price decision issued 0 0 0
sale of CNG intended for the propulsion of motor vehicles
ail transport from extraction site to refinery site
sale of liquefied guseous hydrocarbons in pressure vessels
sle of liguefied gaseous hydrocarbons intended for the propulsion 9 % 7 actiities
of motor vehicles, including the filling of motor vehicle tanks with overlap
liquefied gaseous hydrocarhons intended for the propulsion of motor
vehicles, with the exception of pressure vessels filling
transport of liquefied guseous hydrocarbons in pressure vessels
Total 10 2333 88
confirmations of reg. activity termination in 2017 36
confirmations of all reg. activities termination 181

LICENSES IN NETWORK INDUSTRIES







11. REMIT AND INTERNATIONAL

ACTIVITIES

APPLICATION OF REGULATION (EU) NO.
1227/2011 OF OCTOBER 25,2011 0N
WHOLESALE ENERGY MARKET INTEGRITY
AND TRANSPARENCY (REMIT)

REMIT sets out the rules for market participants
trading in wholesale energy markets. For the pur-
poses of market monitoring, ACER has set up an
EU-wide market registration and monitoring sys-
tem, complemented by the investigative powers
of the Member States.

Wholesale energy market participants could reg-
ister through registration forms of the national reg-
ister of market participants administered by the
Office. In 2017, eight registrations of new market
participants and 70 data updates were approved.
As of March 1, 2018, 102 market participants were
registered in the national CEREMP register. Fol-
lowing the registration, an ACER code was allo-
cated to the market participant to enable them to
report data via the so called “registered reporting
mechanism” (RRM), which in the Slovak Republic
are OKTE, a.s. and Solien, s.r.o.

INTERNATIONAL ACTIVITIES

In 2017, the Office staff made a total of 20 foreign
business trips related largely to RONI's coopera-
tion with ACER and its bodies, the European Com-
mission, Energy Regulators Regional Association
(ERRA), and bilateral or trilateral meetings with
partner regulatory authorities.

REMIT AND INTERNATIONAL ACTIVITIES







12. HUMAN RESOURCES
AND ORGANISATIONAL

STRUCTURE

As of 31 December 2017, the Office employed a to-
tal of 117 employees (93.6% of the planned target
number of 125 staff), of which 99 were civil servants
and 18 were in regular employment relationship.
Out of the above total number, 23 employees were
based in local offices outside RONI's Bratislava
headquarters, i.e. at the Inspection Department’s
offices in Trencin, Kosice, Martin and the Monitor-
ing and Analysis Department'’s office in Martin.

HUMAN RESOURCES AND ORGANISATIONAL STRUCTURE




