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Chairman’s Message

Upon my appointment as Chairman of the Office in July
2020, | announced three key priorities - fair prices, pro-
tection of vulnerable consumers, and development of
innovation and competition in energy solutions. | am
convinced that the common denominator for the system-
atic fulfillment of these objectives is effective and trans-
parent communication with the public, as is the case with
ACER, the European energy regulator, which adopts all
major decisions in the form of public consultations. There-
fore, | considered maximum involvement of the public,
especially the professional one, in the regulatory process
during 2020 to be extremely important.

However, 2020 was primarily a year of pandemic for
us. Many people in Slovakia experienced difficult eco-
nomic times due to the coronavirus, and it was our duty
as the national regulator to respond adequately, whether
to households or businesses. That is why we initiated the
creation of several working groups and expert advisory
committees. This created space for representatives of in-
dustrial as well as vulnerable customers to participate in
the discussion on the adjustment of the regulatory frame-
work and the impact of regulated electricity, gas, heat or
water prices on the industry and economy of the Slovak
Republic, but especially on the households and people af-
fected by energy poverty.

| would like to highlight a novelty in the transparency
process of the Office, which resulted from the amend-
ment to the Act no. 250/2012 Coll. on Regulation in Net-
work Industries, as amended. Since 1 September 2020,
the Office began to publish on its website, in addition to
price (tariff) decisions, all price (tariff) proposals together
with the relevant documents submitted to the Office by
regulated entities. This publication is one of the steps that
has made the Office's activities more open to the public.
The regulatory decisions taken in 2020 are therefore also
the result of a relatively complex but all the more trans-
parent process of close consultations, in which all parties
had sufficient space to provide their views, suggestions
and comments.

When assessing 2020, one must not forget the pro-
cess which was under public scrutiny, even the search for
a solution to the difficult situation of producers of elec-
tricity from renewable sources and combined heat and
power generation, who were in arrears with the payment

of their obligations to the state and thus lost the entitle-
ment to support. We did a systematic and thorough ex-
amination of the individual cases in order to identify the
objective state of affairs and seek a fair solution. Thanks
to the adoption of the relevant amendment to Act no.
309/2009 Coll. on RES and CHP support by the National
Council (Parliament) of the Slovak Republic and intensive
cooperation with the concerned institutions, we managed
to set the parameters of the review of the whole process
on a fair and non-discriminatory basis. Here | wish to re-
call that the Office, based on such practical experience,
has the ambition to streamline the comprehensive digiti-
zation of the entire process of obtaining data from state
institutions and regulated entities, which will of course
require the necessary funds from the state budget.

An important event in 2020 was undoubtedly the
November decision of the Regulatory Board to adopt
the amendment to the regulatory policy, extending the
current regulatory period until 2022 and resulting in the
Office having adapted the preparation of the new regula-
tory policy accordingly. In this context, | would like to em-
phasize that my first year in the Office and my previous
experience in the European energy sector confirm that a
systematic and transparent performance of regulation re-
mains the right path and a fundamental approach for the
Office to achieving fair prices and protecting vulnerable
consumers, promoting competition in emerging energy
markets, and the integration of innovative solutions into
the system of regulation in network industries in the Slo-
vak Republic.

In conclusion, | would like to express my appreciation
for the work and involvement of the Office’s staff, who,
despite the complications caused by the pandemic, were
able to ensure the operation of regulatory processes and
procedures at the Office. | would also like to thank all the
institutions, companies and partners with which we come
into working contact in the performance of our regulatory
activities.




Regulatory Board

The Regulatory Board is a body of the Office, which is to
provide strategic management and the concept of regu-
lation in network industries.

The Regulatory Board has six members, who are
appointed and removed by the President of the Slovak
Republic in such a manner, so that three members of the
Regulatory Board are appointed on the proposal of the
National Council of the Slovak Republic (Parliament) and
three members on the proposal of the Government of the
Slovak Republic. The President of the Slovak Republic, on
the proposal of the Regulatory Board, appoints and remo-
ves the Chairman of the Regulatory Board.

In 2020, President Zuzana Caputovd appointed two
new Regulatory Board members - Ms. Sylvia Benova and
Mr. Miroslav Dudlak.

| Regulatory Board Members

Mr. J&n Duris, chairman

Mr. Milan Krajc€ovic, vice-chairman
Mr. Juraj Dolezal, member

Ms. Sylvia Beilovd, member

Mr. Miroslav Dudlak, member

Competences of the
Regulatory Board

=>» adopts regulatory policy, including its
amendments,

= elects a candidate for appointment as
Chairman of the Regulatory Board from among
its members,

=>» submits a proposal of a candidate for
appointment as the Chairman of the Regulatory

Board and a proposal for removal of the

Chairman of the Regulatory Board to the

President of the Slovak Republic,

=> elects the vice-chair of the Regulatory Board
from among its members,

= comments on draft generally binding legislation
to be issued by the Office,

= approves:

1. draft agreements on mutual cooperation
with the regulatory authorities of the EU
Member States,

2. rules of procedure of the Regulatory Board,

3. reports on the activities of the Office,

m REGULATORY BOARD

4. establishing URSO branches outside its seat,
5. annual accounts of the Office.

The powers of the Regulatory Board also include de-
cision-making in proceedings on appeals against first-in-
stance decisions, with the exception of decisions on
the imposition of a fine and decisions on disputes. The
parties to the proceedings have the opportunity to lod-
ge an appeal against a first-instance decision issued in
proceedings on price (tariff) regulation, proceedings on
technical (non-tariff) regulation or in proceedings on ex-
traordinary regulation. The Regulatory Board shall review
the procedure of the first instance body, address the ob-
jections of the parties and, if necessary, supplement the
evidence. The Regulatory Board may decide to amend the
decision of the first-instance body or revoke it without
compensation, or uphold it and thus reject the appeal, or
refer the matter back to the first-instance body for review
and decision, or suspend the proceeding. Decisions of the
Regulatory Board shall become valid upon their delivery
to the parties to the proceeding. During 2020, the Regu-
latory Board issued 19 decisions, of which:

=>» four decisions suspending the proceeding,

=>» six decisions upholding prior decisions
contested by an appeal and dismissing the
appeal;

=> eight decisions annulling prior decisions
contested by an appeal and referring them
back to the first instance body;

=>» one decision terminating an appeal proceeding.

Decisions adopted by the Regulatory
Board in appeal proceedings in 2020

m
decisions

| Regulatory policy

At its meeting on 10 November 2020, the Regulatory Bo-
ard adopted Amendment no. 1 to the Regulatory Policy
for the regulatory period 2017 - 2021 (hereinafter as the
“Amendment”). The adopted Amendment extended the
current regulatory period by one year, i.e. until the end of
2022. It also includes the needed adjustments to bridge
this transitional period. The draft Amendment was prepa-



red by a special committee created for this purpose and
was subject to a public consultation. Slovakia is currently
facing the unprecedented consequences of the global
economic crisis caused by the effects of the COVID-19
pandemic. It is therefore vital that the existing regulatory
framework provides adequate stability and predictability
for regulated entities as well as sufficient consumer pro-
tection in this time of crisis.

Following the adoption of the Amendment by the Re-
gulatory Board, the Office began to work intensively on
the preparation of a new regulatory policy. In this process,
it counts on the intensive involvement of the professional
public and all relevant market participants, commensura-
te to the importance of drafting such a key document for
the energy sector in Slovakia.

Human Resources

As of 31 December 2020, the Office had a total of 113
employees (90% of the planned headcount of 125), of
which 93 employees were in civil service relationship and
20 employees in regular employment relationship. Of the
above number, 21 employees worked at local branches
outside URSO's seat, i.e. Inspection Department staff ba-
sed in Trencin, KoSice and Martin and Regulatory Policy
Department staff based in Martin.

Organisational structure

Age composition of URSO staff

M 18- 30 years M 31- 50 years
over 50 years

Highest qualification attained by URSO staff

%
¥ 14%

M secondary education ™ bachelor’s
master/engineer M doctoral

WATER GAS REGULATION HEATING
REGULATION DEPT. DEPT. REGULATION DEPT.
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The Office carries out tariff as well as technical (non-tar-
iff) regulation in electricity in a relatively wide scope - in
the entire chain from generation up to supply to the final
consumer. Subject to tariff regulation is not only gener-
ation, transmission, distribution and supply of electricity
and related services, but also, for example, the activities
of the short-term electricity market operator, or the ac-
tivities of the electricity purchaser. In the area of techni-
cal regulation, the Office approves grid codes, business
terms and conditions and issues business licenses in the
electricity sector. The electricity sector is clearly one of
the most dynamic and at the same time most complex
regulatory sectors in the field of energy regulation.

The year 2020 in electricity can be characterized as
a year of decline. After years of rising commodity pric-
es, world energy exchanges experienced significant falls,
which were caused by lower electricity demand. However,
the fall in electricity prices on the markets did not para-
doxically mean a reduction of all costs in the sector. Low
prices in the day-ahead markets during 2020 caused, in-
ter alia, an increase in feed-in-tariff payments. This meant
one of the Office's main tasks in electricity regulation in
2020 was to eliminate the negative effects of the pan-
demic on individual categories of electricity consumers.
The Office’s efforts were thus aimed to ensure balance
and stability between the participants in the electricity
market that year.

2020 was also the fourth year of the 2017-2022 regula-
tory period. A key subject in electricity was clearly the on-
going process of transposition of the EU legislation (Clean
Energy Package) into national legislation. In this area, the
Office worked closely with the Ministry of Economy of the
Slovak Republic on the preparation of the implementation
of EU regulations into national primary legislation.

ELECTRICITY

In terms of increasing transparency and open regula-
tion in electricity, it is worthwhile to mention that since
1September 2020 the Office has been publishing, in ad-
dition to valid price (tariff) decision, also the regulated
entities’ price (tariff) proposals in order to increase public
confidence in the Office and access to essential informa-
tion on which tariff regulation is based.

Electricity market
participants in Slovakia

= electricity producers (Slovenské elektrarne, a.s.
- dominant producer, 64.71% market share),
short-term market operator (OKTE),
Slovakia‘s power transmission

system operator (SEPS),

three regional distribution system
operators (ZSD, SSD, VSD),

local distribution system operators,
electricity suppliers,

electricity consumers,

the electricity purchaser.

L7202 21 . N 7

Electricity consumption in Slovakia in 2020 reached
29 328 GWh, which is 3.24% less than in 2019.



Electricity consumption in
Slovakia 2017-2020 (GWh)

Shares of consumption by

consumer categories in 2020
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2018 2019
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7017 %

2192 %

2020

2792 %

M households ™ small enterprises I others

Decisions adopted under electricity

non-tariff regulation

No. of decisions adopted

operation/grid codes

husiness terms and
conditions

EU legislation
-hased decisions

transit conditions

2017

16

19

2018

21

26

20

2

2019 2020
15 15
10 10
21 5
4 2

Decisions adopted under electricity
tariff regulation (excl. RES and CHP)

tariff decisions
proceedings suspended

proceedings terminated

2017

487

15

4

2018

331
20

5

2019

301
20

7

adopted adopted
for 2020 for 2021

49 112
20
2
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| Grid infrastructure

In 2020 price cap method was applied in the electrici-
ty sector in line with the approved regulatory policy for
2017-2022. This tariff regulation method gave system
operators, provided they behave efficiently and optimize
their costs, an opportunity to retain reasonable profits.

| Transmission grid

The Office fixed the following network tariffs for the TSO,
which could be applied towards customers directly con-
nected to the transmission system in 2020:

tariff for reserved capacity (€/MW/year),
tariff for transmitted power (€/MWh),
tariff for transmission losses (€/MWh),
tariff for system services (€/MWh).

vV

| Distribution networks

In electricity distribution, for customers connected direct-
ly to the distribution system at high and extra high volt-
age levels, the following network tariffs were applied:

=> tariff for electricity distribution without losses,
including transmission - reserved capacity
component (€/MW/month),

= tariff for electricity distribution without losses,
including transmission - distributed power
component (€/MWh),

=> tariff for distribution losses (€/MWh),

= tariff for system services (€/MWh).

For customers or electricity producers connected di-
rectly to the distribution system at low voltage levels, the
following network tariffs set by the Office were applied:

=> tariff for electricity distribution without losses,
including transmission - reserved capacity
component (€/A/month),

= tariff for electricity distribution without losses,
including transmission - distributed power
component (€/MWh),

= tariff for distribution losses (€/MWh),

= tariff for system services (€/MWh).

Tariff regulation was also applied for the local distribu-
tion system operators, namely by determining the meth-
od of calculating the maximum electricity supply tariff
and tariff for access to the local distribution system and
electricity distribution.

m ELECTRICITY

Transmitted electricity (GWh)

Transmitted electricity volume 31975 28619 31395 31524

Distributed electricity (GWh)

Distributed electricity volume 19755 19973 19783 19060

| SEPS - the TSO

The Office is the responsible authority approving the
TSO's grid code by which capacity allocation procedures
and congestion management on cross-border profiles are
governed. In 2020 cross-border interconnectors’ capac-
ities of Slovakia‘s transmission system provided for the
necessary stability and security of the grid not only in the
country, but also in the context of the EU.

Available resources and investments of SEPS

CEE T T T T

M 15073880 109906527 115430154 109758009
resources (€)
M 50456121 51355867 54367053 75509721

Investments

0,
share (%) LA

46.73% 4710% 68.80%



Regulated charges of SEPS (€/MWh)

20

0.5821 0.5860

15

2017 2018 2019 2020

M system charge ™ distribution + transmission I distribution losses

| Ancillary and system services

Ancillary services are services the TSO procures in the
open market and, with their assistance, provides network
users with system services necessary to maintain the
quality of power supply and secure operational reliability
of Slovakia’s power grid. Following their activation bal-
ancing energy can be supplied.

Upon TSO’s request for the volumes of specific types
of ancillary services, total planned procurement costs for
all types of ancillary services from certified ancillary ser-
vice providers were fixed by the Office for the TSO.

The Office also set maximum tariffs for providing pri-
mary and secondary active power control and tertiary
active power controls, and maximum annual costs of pro-
viding remote voltage control, reactive power and black
start. Maximum tariff of offered positive balancing energy
and minimum tariff of offered negative balancing energy
at the activation of the respective ancillary service type
were also fixed by the Office.

The tariffs of balancing energy were set in a transpar-
ent manner on the basis of bid prices of used ancillary
service providers installations as:

= the highest price of the generation source
providing balancing energy on a quarter-hourly
basis, if the balancing energy is positive, but
not more than the maximum tariff set in URSO
tariff decision,

= the lowest price of the generation source
providing balancing electricity on a quarter-
hourly basis, if the balancing electricity is
negative, but not less than the minimum price
set in URSO tariff decision.

The TSO purchased various types of ancillary servic-
es required to secure system services from ancillary ser-
vices providers. The goal was to achieve minimum costs
of ancillary services while organising the procurement in
an open, transparent and non-discriminatory manner to-
wards all providers.

The TSO made preferable use of bids from installations
within the defined territory while respecting the princi-
ple of procurement cost minimisation. Technical qualifi-
cations of ancillary service providers were demonstrated
by certified measurements as specified in the technical
requirements.

Ancillary services indicators

Indicator/year 2017 2018 2019 2020

No. of providers 25 25 24 24
No. of bids submitted by providers 3637 2809 2429 2673

No. of concluded contracts 32 29 52 30

ELECTRICITY _



Balancing energy supply (MWh)

Type of balancing 2017
energy/year

Tertiary power control 3

. 5887 2097 1552 404
min. +

6680 6553 6284 6298
6679 657 6245  -6325
21284 12853 6752 30994
105927 95954 133695  -9857
i

Tertiary power control 3

-1072 -145 -1074 -1086
min. -

Te.rtiary power control 10 9574 4 539 5
min. +
Te.rtiary power control 10 168 0 %65 0
min. -
Te.rtiary power control 15 2178 70 513 %8
min. +
Te.rtiary power control 15 1335 699 875 208
min. -
Tertiary power control 30 notin not in 511 0
min. + use use
Tertiary power control 30 notin not in 0 0
min. - use use
Impor? qf emergency 3300 0 0 0
electricity
Secon?dary voltage control yla 0 0 658
reactive power compensation
Non-guaranteed balancing 50 0 0 0
energy+
Non-guaranteed balancing 0 0 0 0
energy -
54425 40209 3170 51410
EZ 0 s Go3s 9293
16CC+ 0 0 0 0
Positive balancing energy 200 816 163 032 108121 89256
45161 143060  -201537  -199875

m ELECTRICITY

| Market coupling

The market coupling (4M MC) project (coupling of Czech,
Slovak, Hungarian and Romanian day-ahead markets) is
one of the ways contributing to the creation of the single
pan European electricity market. In the 4M MC, systems
are already in place which were designed for the target
model of the single day-ahead electricity market. This
model of European price coupling simultaneously deter-
mines volumes and prices in each bidding zone based on
the marginal pricing principle pursuant to the Commis-
sion regulation on capacity allocation and congestion ma-
nagement (CACM).

In 2020, operation, evaluation, clearing and settle-
ment was performed in the short-term market on a daily
basis including final monthly settlements. OKTE report-
ed an increase in the volume of electricity traded in the
4M MC day-ahead market in 2020 as compared to the
previous year - total volume reached 13.27 TWh, up by
2.19 TWh against 2019.

| GCC

Balancing energy procured by the TSO under contracts
concluded with ancillary service providers or balancing
energy suppliers in the GCC system was, in the framework
of imbalance evaluation, clearing and settlement, billed
as secondary control balancing energy at a specific ta-
riff set by the Office. The allocation of revenue from the
implementation of GCC was fixed by the Office in a tari-
ff proceeding. Part of the revenue was left to SEPS and
another part was used to reduce the system services tari-
ff. The actual result of balancing energy purchases in the
GCC system in 2020 became a revenue of the TSO in the
amount of 8 711 574.37 EUR.



Evolution and structure of
regulated charges in €/MWh

50

3.2844 3.4553 4.2475

40

32.2519 30.8493 29.8714
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| System operation tariff

51214

29.3067

2020

M system charge ™ distribution + transmission " distribution losses

The system operation tariff is a fixed price for electricity
volume which includes aliquot parts of costs of electric-
ity generation from indigenous coal, renewable energy
sources (RES), high-efficiency co-generation (CHP) and
activities of the short-term market operator (OKTE). The

tariff was applied to end consumption.

Evolution of the commodity price

System operation tariff components (€/MWh)

30 -
0.2759 02740 02740
25 0.3339
20
15
10
174991 16.5857 16.2353 14.6090
5

2017 2018 2019 2020
M RES ™ CHP ™ indigenous coal ™ OKTE

The Office set fixed prices for electricity produced
from RES and CHP depending on the electricity gener-
ation’s technological process, date of commissioning, in-
stalled capacity and the method of financing.

POWER EXCHANGE CENTRAL EUROPE (PXE), Product: F PXE SK BL CAL-t,
Period: 01/2020 to 12/2020; average price: 46.05 €/MWh
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| Wholesale market

In the wholesale electricity market, the Office’s powers
lay only in the creation of the legislative framework and
monitoring compliance.

| Retail market

Act No. 250/2012 introduced tariff regulation of electrici-
ty supply to vulnerable customers comprising households
and small enterprises.

Tariff regulation was applied to:

= supply to households,
= supply to small enterprises,
=> the last resort supplier regime.

| Electricity supply to households

The default parameters for setting the maximum tariff of
electricity supply to households for 2020 were: arithme-
tic average of day-ahead 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 1 January and 30 June 2019; the percentage co-
efficient of up to 10% to cover the forecasted profile of
electricity supply to households; and costs of imbalance
related to electricity supply to households.

On top of the supply tariff, electricity suppliers charged
the tariff for electricity distribution including transmission
and transmission losses, distribution losses, system servic-
es tariff and system operation tariff pursuant to an URSO
tariff decision. By this decision tariffs were approved or
fixed for access to the distribution system and electricity
distribution for the DSO to whose network the household
consumer was connected.

m ELECTRICITY

Market shares of electricity suppliers
to households in 2020

6%
SLOVAKIA ENERGY
9%
Spp

Breakdown of end user electricity
price for households
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IS 3014% 25.25%
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40 999304 2215%
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W commodity ™ system operation tariff = system services tariff
M costs of supply and reasonable profit ™ transmission incl. losses
I distribution excl. losses M distribution losses



| Electricity supply to small enterprises  Market shares of electricity suppliers
to small enterprises in 2020

A small enterprise is defined as an end consumer with
total annual consumption in all of their meter points of up
to 30 000 kWh for the year preceding the year for which
the respective tariff proposal is submitted. Electricity sup-
ply to small enterprises was divided into eleven tariffs. In
2020, the Office issued 105 tariff decisions on electricity
supply to vulnerable consumers (households and small
enterprises), up by ten compared to 2019.

3%
CEZ Slovensko

The default parameters for setting the maximum tariff
for electricity supplied to small enterprises for 2020 were:
arithmetic average of day-ahead 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 1 January and 30 June 2019; percentage
coefficient of up to 10% to cover the forecasted profile of
electricity supply to small enterprises; and costs of im-
balance related to electricity supply to small enterprises.

Breakdown of end user electricity
price for small enterprises

| Last resort supply

120 -
In 2020, no notification of the application of the last re-
sort supplier regime was submitted to the Office. The last
100 512 % 493 % ; 3.99 % resort suppliers were ZSE Energia, Vychodoslovenska
519 energetika and Stredoslovenska energetika, which are to
19.02 % 19.31% 1774 % e supply power after the original supplier lost its ability to
O ek b 1660, 5.32% supply under Act 251/2012.
- 1] . 1] =
0 - -
60 0500 36.24% 33.64 % 30.33% | Switching
o 0 '
A0 550 In order to assess the level of electricity market liberali-
o 08 ¢ ' zation, a per cent indicator (“switching”) is used, which is
530 % 9.51% the ratio of the number of meter points with a change of
20 3181% 9734 % eIeFtricity supplier, to the total number of meter points in
93 87 % 26.95% : a given year.

2017 2018 2019 2020

M commodity ™ costs of supply and reasonable profit = transmission
M distribution excl. losses M distribution losses
I system operation tarif ™ system services tariff
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Switching rates by consumer category Measures taken by the government, especially during
the first half of 2020, when also some major industrial
6% 5.90% enterprises had to be closed, inevitably led to a cut in final
electricity consumption, resulting in decreased revenues
from the system operation tariff.

5%

Apart from the fall of final electricity consumption, re-
duced electricity prices on the day-ahead market in 2020
led to increased expenditures on RES and CHP promo-
tion, which negatively affected the financial stability of
OKTE, the party responsible for the RES/CHP support
settlement.

4%

3%

2%

1%

2017 2018 2019 2020

M household meter points M non-household meter points ™ total

| Impact of the corona crisis

In connection with the spread of COVID-19 and the emer-
gency measures taken in response to it, the Office called
as early as March 2020 on regulated entities and all par-
ticipants in the regulated commodities market asking
them to offer flexible and responsive solutions to poten-
tial problems arising in business and consumer relations
and consider the restrictions resulting from measures
announced by Slovakia‘s government and relevant public
authorities.

In 2020, due to the pandemic, the price of the com-
modity on the PXE exchange fell, which had a positive
effect on the price of electricity supply. Due to the de-
crease in the commodity price, which is included in the
calculation of the tariff for electricity supply (-11.08%), the
Office initiated proceedings to amend tariff decisions for
electricity suppliers, which has a positive impact on the
end electricity price for vulnerable customers in 2021.

m ELECTRICITY



The gas industry in Slovakia is specific within the EU,
especially due to the nature and scope of gas net-
works. The transmission network is characterized by
significant transit use. Natural gas consumption in Slo-
vakia reached about 8% of the total volume of trans-
mitted gas in 2020. Transit through the transmission
network served about 15% of the natural gas demand in
the EU.

Another specific feature is the scope of distribution
networks. Slovakia is the second most gasified country in
the EU after the Netherlands. In 2020, SPP - distribucia,
the country‘s DSO, distributed gas to more than 1.5 mil.
meter points for more than 94% of Slovakia‘s population
with access to natural gas.

The Office performs price (tariff) and technical
(non-tariff) regulation in the gas sector, namely for net-
work fees - the use of infrastructure in the framework of
gas transport to the customer’s meter point, as well as for
the tariffs of gas supply, but only for vulnerable custom-
ers under Act 250/2012.

In tariff requlation of gas infrastructure the subject of
regulation is mainly:

= access to the transmission network and gas
transmission,

= access to the distribution network and gas
distribution,

= connection to the transmission and distribution
networks, both for gas producers and gas
customers,

In the area of infrastructure (non-tariff) regulation, in
the framework of setting the rules of network operators
in relation to network users, the most significant proceed-

ings were approvals of rules of operation for network op-
erators, including undeground storage.

Non-tariff regulation by the Office for gas market par-
ticipants also includes approvals of business terms and
conditions for gas suppliers providing universal service.

Access to storage facilities and storage of gas is not
subject to tariff regulation. The agreed access of gas mar-
ket participants to storage may be, in case of extraordi-
nary regulation and after prior consultation with the EC,
superseded by the Office with regulated access in accord-
ance with Act 250/2012.

After previous years of rising prices, 2020 saw a sharp
decline in natural gas prices on commodity exchanges,
which was caused by lower natural gas demand, but also
climate change. The outlook for the coming years is rath-
er the opposite, with a gradual rise in natural gas prices,
mainly due to the advancing wave of decarbonisation
across all EU countries and the associated increasing de-
mand for gas as an alternative fuel for coal-fired power
plants over a transitional period. The Office was also ac-
tively involved in international fora on currently hotly de-
bated issues like decarbonisation of the energy industry,
including EU strategies on hydrogen, the use of biometh-
ane, methane emissions reduction, or carbon dioxide cap-
ture and storage. From the Office’s point of view, the im-




plementation of these strategies may represent not only
an important contribution to decarbonisation, but a clear

Gas consumption by consumer category

opportunity for further use of the existing large-scale gas ~ 60%
infrastructure in Slovakia.

50 %
| Gas market participants

L 40%
the transmission system operator (Eustream),
the distribution system operator on the
territory of the Slovak Republic (SPP - 30%
distribucia),
37 local distribution system operators,
two underground storage operators (NAFTA, 20%
POZAGAS),
26 active gas suppliers,
gas consumers. 10%

L 720

Gas

consumption in Slovakia reached 52.1 TWh in 0%
0

2020, up by about 0.4% compared to 2019.

Gas consumption (TWh)
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Gas consumption by consumer
category in 2020
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Decisions adopted by Gas Regulation Department

adopted adopted
Tariff regulation-related decisions 2017 in 2020 in 2020

for 2020 for 2021

gas supply to vulnerable consumers - country-wide suppliers 19 4 1 1
gas supply to vulnerable consumers - country-

. . o 17 10 21
wide suppliers - decisions amended
gas supply to vulnerable consumers - local distribution systems (LDS) 19 1 1
gas supply to vulnerable consumers - local distribution P 6 19
systems (LDS) - decisions amended
distribution network access and gas distribution ( LDS - § 10 (6)) 19 1 2
distribution network access and gas distribution 1 9 1 3
[ LDS - § 10 (6)) - decisions amended
distribution network access and gas distribution ( LDS - § 10 (7)) 9 2
distribution network access and gas distribution 7 :
(LDS - §10 (7)) - decisions amended
distribution network access and gas distribution [ LDS - § 10 (8)) 1
distribution network access and gas distribution 9
[ LDS - § 10 (8)) - decisions amended
distribution network access and gas distribution [ LDS - § 11 (1)) 20 2 4 1
distribution network access and gas distribution 9
(LDS - § 11 (1)) - decisions amended
distribution network connection (LDS) 7 1 4
distribution network access and gas distribution (SPP-D) 1
distribution network access and gas distribution (SPP-D) - decision amended 1 1
distribution network connection (SPP-D) 1
repurchasing of gas equipment 1
transmission network access and gas transmission 1 1
transmission network access and gas transmission - decision amended 1

KX KN ER “
terminated tariff
suspended tariff 3 9 5 1 0
proceedings

Rules of operation for the ments for the TSO, one decision amendment for SPP -
TSO, DSO and SSOs distribucia (the DSO), one decision amendment for a local
DSO and one decision for a new local DSO.
In 2020, the Office adopted decisions on the approval or
amendment of a total of six Rules of operation for gas
network operators, of which three were decision amend-




| Technical terms and conditions

In 2020 the Office also reviewed the technical terms and
conditions of two local DSOs.

Terms and conditions of gas supply
in the provision of universal service

In 2020, the Office adopted five decisions on the approval
or amendment to business terms and conditions for the
provision of universal service for households and small
enterprises.

| Decisions based on COM regulations

In the year under review, the Office adopted, pursuant
to Commission Regulation (EU) 312/2014 (network code
on gas balancing of transmission networks), decision
0001/2020/P-EU of 14 April 2020 approving the “Updat-
ed report on the application of interim measures” for the
TSO.

Additionally, the Office approved decision 0002/2020/
P-EU of 5 May 2020 pursuant to Commission Regulation
(EU) 2017/459 (network code on capacity allocation
mechanisms in gas transmission systems) approving the
TSO's incremental capacity project proposal based on the
rulebook of the binding incremental capacity procedure
for gas transmission from Hungary to Slovakia.

| Gas infrastructure

Regulatory policy for the 2017-2022 period and the Office
Decree 223/2016 establishing tariff (price) regulation in
the gas sector in accordance with Act 250/2012, contin-
ued to be the foundation of the regulatory framework for
tariff regulation for the following regulated activities in
the field of networks:

transmission network access and gas
transmission,

distribution network access and gas
distribution,

transmission and distribution networks
connection

provision of ancillary services in the gas sector.

7

v

7

| Transmission system

Slovakia’s transmission network is owned and operat-
ed by Eustream. This transmission system represents an
important energy link between the Russian Federation
and the EU. Interconnection of Slovakia’s transmission
network with neighbouring EU countries (the Czech Re-
public, Austria, Hungary and Poland) is provided via four
entry/exit points. The transmission system is also inter-
connected with the transmission routes in Ukraine.

The entry/exit point to/from the transmission system
in Poland (Vyrava) is under construction. There are two
entry/exit points to/from the transmission systems in the
territory of third countries outside the EU, namely Velké
Kapus$any and Budince, on the border with Ukraine.

The entry/exit point to/from distribution systems and
underground storage facilities in Slovakia is the domestic
point.

Data on the volumes of technical, available and con-
tracted capacities at individual entry/exit points are avail-
able on Eustream’s website.

| Eustream - the TSO

The tariff decision for access to the transmission system
and gas transmission adopted by the Office in 2016 is valid
for the entire 2017-2022 regulatory period. However, in
accordance with Commission Regulation (EU) 2017/460
(network code on harmonised transmission tariff struc-
tures for gas), the Office adopted a tariff decision for ac-
cess to the transmission system and gas transmission on
29 May 2019, which will be come into effect under that
regulation from 1 January 2022. In 2020, the Office did
not adopt any tariff decision for connection to the trans-
mission system, as no new gas installation was connected
to the transmission network.



Gas transmission volume in bcm
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| Transmission capacity

The annual capacity of the transmission system is 90 bcm.
In 2020, Eustream transported 57 bcm of gas, of which
4.6 bcm was for domestic users (about 8 % of the total
volume).

Share of network users by country of
origin in gas volume transmitted

Transmission network domestic

users (transmission to the
network's domestic point)

5.30 5.20 740 8.40

Transiting users of the transmission network

69.27 72.23 66.80 7130

517 5.97 4.00 1.70
Czech Republic 4.73 572 710 1.80
Hungary 0.00 0.00 010 2.40

144 0.73 160 510
0.27 0.03 110 450
0.00 0.03 0.80 0.40
0.00 0.00 0.00 0.00
France 0.02 017 010 0.60
Luxemhourg 0.39 0.27 0.30 110
1341 9.65 1010 0.00
Poland 018 0.03 0.00 0.00
Romania 0.00 0.00 0.40 0.50

Netherlands 0.00 0.00 0.20 2.20

Total 100 100 100 100

Ten-Year Network Development
Plan and cross-border cooperation

Responsibility for the technical functioning of the trans-
mission network lies with Eustream, the transmission
system operator. The TSO submitted to the Office for
approval its proposal for the Ten-Year Network Devel-
opment Plan (TYNDP) for 2020-2029 together with the
Report on the Implementation of the Ten-Year Network
Development Plan for 2019-2028.

The Office reviewed the TYNDP proposal and pub-
lished information on the results of consultations with
existing and potential transmission system users on the
TYNDP together with information on the evaluation of the
Report on its website.

The development of gas interconnectors is also part
of the TYNDP. The plan is developed in accordance with
the Union-wide TYNDP (EU TYNDP), which includes, in-
ter alia, so-called projects of common interests (PCls).




Regulation (EU) 2019/942 establishing a European Union
Agency for the Cooperation of Energy Regulators obliges
the national regulatory authority to cooperate with ACER
in monitoring and assessing the consistency of cross-bor-
der network development investment plans with their im-
plementation. The Office, in close cooperation with ACER
and in accordance with Regulation 347/2013 on guidelines
for trans-European energy infrastructure (TEN-E), sub-

mits reports and assessments of the status of the projects
and monitors the whole process of PCl identification.

The TSO actively cooperates in the creation of the Un-
ion-wide TYNDP, which is prepared by ENTSO-G, as well
as in the preparation of two gas regional investment plans
(GRIP).

Transmission system - overview of requests and contracts

Indicator/year
No. of requests for transmission network access
No. of requests for transmission network connection
No. of concluded contracts on transmission network connection
No. of concluded contracts on gas transmission with firm transmission capacity
of which: long-term
yearly

short-term, of which:

No. of concluded contracts on gas transmission with interruptable transmission capacity

of which: long-term

short-term, of which:

No. of concluded contracts on gas transmission with combined transmission capacity

— , )

of which: long-term

short-term, of which:

guarterly

intraday

No. of transmission system users
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1418 1212 2639 1294
0 0 0 0
0 0 0 0
994 995 2276 1150

74 24 21 29
920 970 2249 1121
53 28

83 98

2013 874

100 121

407 213 363 128

3 0 0 0
0 0 1 0
404 213 362 128

16

23 51

315 51

15 10

17 4 19 16

16 4 19 12

33 21 45 31



Within the GRIPs, Slovakia is part of two regions:

=>» Central East Europe region,
=>» Southern Corridor region.

The Union-wide TYNDP, 2020 edition, includes the fol-
lowing projects:

= Eastring - Slovakia,

=» Polish-Slovak gas interconnector,

= Incremental capacity project at Lanzhot entry
point,

= Incremental capacity project at Velké Zlievce IP.

The Polish-Slovak (PL-SK) interconnector project and
the incremental capacity project at Lanzhot entry point,
which have a PCI status according to TEN-E Regulation,
are also parts of the EU priority energy corridors, namely
the Southern Gas Corridor and the North-South gas inter-
connections in Central Eastern and South Eastern Europe.

The projects represent an important interconnection
of gas infrastructures of Western and Northern Europe
with South-Eastern Europe, which, thanks to access to
new natural gas sources from different regions, will signif-
icantly increase security of supply in the Central Eastern
and South Eastern Europe. The projects are of great sig-
nificance not only for the Slovak Republic, but also for the
whole European region.

| PL-SK interconnector

The Polish - Slovak interconnection project represents
the construction of a new cross - border interconnector
of gas pipelines connecting the transit systems of Poland
and Slovakia.

The aim of the integration of Poland‘s and Slovakia‘s
gas pipeline systems, as part of the North-South Corridor,
is to provide diversification and stability of gas supply in
both countries, as well as to strengthen the development
of a competitive gas market across the region. The inter-
connector may open access to Polish companies to gas
supply from the Southern Corridor which is to supply nat-
ural gas from the Caspian Sea region, or to LNG supply
from the Adriatic Sea, or, vice versa, in the future it may
offer not only the Slovak market but also the whole region
an opportunity of gas supply from the Baltic Sea region,
as well as from unconventional deposits in Poland.

Incremental capacity project
at Lanzhot entry point

By having implemented the project, the fixed capacity at
the Lanzhot entry point reached 55.1 bcm/year. The rea-
son for the transmission capacity increase was to satisfy
the indicated interest of Eustream customers in the trans-
mission of natural gas in the direction from the Czech Re-
public to Slovakia.

In case of yet increased interest of transmission net-
work users in the transmission of gas in the direction from
the Czech Republic, further expansion of fixed capacity to
around 61.7 bcm/year is foreseen. The expected date of
commissioning of the project’s second phase is 2025.

Incremental capacity project
at Velké Zlievce IP

Due to the expected changes in natural gas flows within
Europe, an investment project is underway for increasing
fixed transmission capacity at the Velké Zlievce intercon-
nection point.

The implementation of the project will contribute to
effective diversification of natural gas sources, thus pro-
moting competition in the internal energy market, and to
the increase of security of gas supply in Central and East-
ern Europe and new opportunities for price arbitrage in
Central European gas hubs.

In 2020, internal analyses of the project continued. Its
implementation and commissioning will depend on mar-
ket demand for a given capacity based on the develop-
ments associated with the natural gas extraction project
in the Black Sea region.

| Eastring

The aim of the foreseen Eastring project, which includes
Eastring - Slovakia in the territory of the Slovak Repub-
lic, is to build a bi-directional gas pipeline connecting the
existing key infrastructure in Slovakia, connected to West
European gas hubs, with gas infrastructures in Hungary,
Romania, Bulgaria and Turkey.

The countries of South-Eastern Europe would thus
gain access to Western European gas hubs thanks to the
Eastring project. In the north - south direction, the pro-
ject will also offer business opportunities for natural gas
suppliers from Central and Western Europe to establish
themselves in the Balkan and Turkish markets.




The technical capacity of the gas pipeline in the in-
itial phase should reach 20 bcm per year and may be
increased in the final phase up to 40 bcm per year. Its
length, depending on the routing decision, should be
about 1200 km with pipelines with a DN 1400 diameter in
bi-directional traffic.

| Distribution system

As at 31 December 2020, the distribution network of
SPP - distribucia, the country‘s DSO, had a total length of
33 336 km. The length of high-pressure gas pipelines
was 6 287 km and the length of medium-pressure and
low-pressure gas pipelines was 27 049 km.

Investments in the renewal and reconstruction
of the SPP - distribticia distribution system

mmmm

26.36 2816 336 34.87

| Distribution network balancing

It is performed in such a way so that a safe and reliable
gas distribution is provided in the event of a gas shortage,
or surplus in the distribution network.

SPP - distribucia has for this purpose gas stored in
the underground storage Dolni Bojanovice located in the
Czech Republic.

Network balancing (in mil. m3/day)
- gas withdrawal/injection from/
into underground storage

A DN EEH K2R
gas shortage - withdrawal 19 18 15 1.6

| SPP-distribucia - the DSO

No. of meter points and volumes of
gas distributed by SPP - distribtcia

BETE BTN BETE TR

1514282 1518200 1522710 1526 582
points

Distributed

4901064256 4777815776 4841280704 5003958 741

gas volume
inm?

Of the total number of meter (off-take) points, four-
teen are CNG filling stations with the distributed gas vol-
ume of 7 476 015 m*®, roughly the same volume as in 2019.

Local distribution system
(LDS) operators

In 2020, there were 37 registered LDS operators distrib-
uting gas in 53 local distribution systems (large company
premises, industrial parks, shopping centers, residential
complexes) in the total volume of 884 609 250 m3.

Ten customers (or meter points) changed their sup-
plier in LDS. In addition to the LDS operators themselves,
who performed the role of a gas supplier to the meter
points, eight other suppliers also supplied gas to the me-
ter points in LDS.

Underground storage system
operators (SSOs)

Underground storage is used primarily for seasonal stor-
age of natural gas. It also represents an important tool
increasing the country’s energy security. In Slovakia‘s
territory, underground storage facilities are operated by
NAFTA, a.s. and POZAGAS, a.s. Access to storage and gas
storage were not subject to tariff regulation in 2020.



Storage capacity of the SSOs

POZAGAS 655 655 655 655 6.85

Total 3586 3716 4012 4012 38.72

Utilisation of NAFTA storage in 2020

Technical working volume Technical injectahility Technical deliverability
(mil.m*/year) (mil.m*/day) (mil.m*/day)

NAFTA 2931 3061 3357 3357 31.87

EIN EZN E7E ETE BTN

31.87 31.87 31.87 36.96 36.96 39.51 39.51
6.85 6.85 6.85 6.85 6.85 6.85 6.85

38.72 38.72 38.72 4381 4381 46.36 46.36

Utilisation of POZAGAS storage in 2020

e

NAFTA concluded 72 contracts with storage users,
of which one contract with interruptible capacity and 71
contracts with firm capacity. The company received 100
requests, of which 34 requests were rejected due to ca-
pacity allocation to other requesters in line with applica-
ble legislation.

POZAGAS received 26 requests for access to storage
and concluded 11 contracts with firm capacity. Other ap-
plications were rejected due to a better price offered by
other bidders.

Users (by country)
3768%
22.48%
Czech Republic 13.97%
10.48%
7.36%
5.70%
2.34%

Total 100.00%

Gas market monitoring
Competition promotion

Wholesale market
Slovakia‘s wholesale gas market is characterized by:

= gas purchases on the basis of long-term
contracts,

=>» gas purchases on commodity exchanges,

=>» gas purchases from another trader - gas
supplier (23 945 GWh in 2020, up by about
100% compared to 2019),

= trading at the virtual trading point of Eustream
in the volume of 183 751 GWh, which is
approximately 20% less than in 2019,

= trading, or changing gas ownership in
underground storage, with 7 393 GWh volume
of gas having changed its owner.




Wholesale trading indicators (in GWh)
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M purchase from other supplier ™ trading at VTP
change of ownership of gas stored

Evolution of the commodity price
EEX (www.powernext.com) NCG Calendar + 1, Period: 01/2020 to 12/2020; average price: 13.86 €/MWh

| Retail market
Gas supply to vulnerable consumers

Pursuant to Act 250/2012, tariff decisions adopted in
2016 for gas suppliers supplying gas to vulnerable con-
sumers, i.e. households and small enterprises with annual
consumption of up to 100 000 kWh for the previous year,
remain in force throughout the whole regulatory period
(2017-2022). During the regulatory period, tariff deci-
sions changed mainly due to a change in the reference
price (exchange price EEX NCG Calendar +1), which is a
determining factor for calculating the maximum gas sup-
ply tariff. A total of 16 nation-wide suppliers supplied gas
to vulnerable gas consumers - households.
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Market shares of gas suppliers Breakdown of average end user gas
to households in 2020 price for households in 2020
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70%

621
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31.97%

50 %
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61.66 %
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M commodity incl. supplier's costs ™ distribution  transmission
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Slovensky plynarensky priemysel, a.s.
innogy Slovenskoss. . o.

1SE Energia, a.s.

SLOVAKIA ENERGY, s.r.o.
Stredoslovenska energetika a.s.
Vlychodoslovenska energetika a.s.
Energie 2, a.s.

Overview of maximum tariffs for gas supply to households, including network charges,
according to average consumption in individual tariff categories for vulnerable consumers

Fixed monthly tariff (€/month) Variable tariff for gas consumed (€/kWh)
Tariffs

(by annual volume of supplied gas in kiWh) from from
0112.2018 01.12.2018

196 278 278 278 0.0434 0.0453 0.0453 0.0453
576 576 576 576 0.0325 0.0333 0.0333 0.0333
8.64 8.64 8.64 8.64 0.0310 0.0332 0.0332 0.0332
13.36 13.36 13.36 13.36 0.0304 0.0320 0.0320 0.0320
1245 1245 4245 4245 0.0399 0.0420 0.0420 0.0420
5178 5178 5178 5178 0.0398 0.0419 0.0419 0.0419
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Assumptions for 2021 of average values

of maximum tariff of gas supply to
households, including network charges,
based on tariff proceedings conducted in
the last quarter of 2020, tariffs according
to average consumption in individual tariff
categories for vulnerable customers

Tariffs Fixed monthly Variable tariff for

(by annual volume tariff gas consumed

of supplied gas in kiWh)

(€/month) (€/kWh)

1(up to 2138 kWh) 2.78 0.0419
2 (above 2 138 up to 18 173 kWh) 5.76 0.0297
3 (above 18 173 up to 42 760 kWh) 8.64 0.0295
4 [ahove 42 760 up to 69 485 kWh) 13.36 0.0279
5 (ahove 69 485 up to 85 000 kWh) 42.45 0.0356

6 (above 85000 up to 100 000 kWh) 51.78 0.0355

| Last resort gas supply

Based on the Office's decision, Slovensky plyndrensky
priemysel (SPP) continued to be also in 2020 the supplier
of the last resort. The Office received three notifications
of the application of the last resort supplier regime, when
the original gas supplier had lost the ability to supply gas
to consumers under Act 251/2012.

In 2020, there were 26 active gas suppliers to end gas
consumers in the Slovak Republic.

Market shares of gas suppliers
to end consumers in 2020

0/ —
60% g2
50%
0%
30%

20%

10%

0%

innogy Slovenskoss.r. o.

MET Slovakia, a.s.

ZSE Energia, a.s.

ELGAS, k.s.

Stredoslovenska energetika a.s.
SLOVAKIA ENERGY, s.r.0.

MFGK s.r.0.

VEMEX ENERGO s.r.0.

MAGNA ENERGIA, a.s.

others

Slovensky plynarensky priemysel, a.s.

The purpose of the HHI (Herfindahl-Hirschman In-
dex) is to measure the level of market concentration of
regulated companies in a competitive environment. The
Office reviewed market positions of regulated companies
supplying gas to all consumers. The market is considered
concentrated if the HHI-score is higher than 0.1and highly
concentrated if it exceeds 0.2. Increased HHI in 2020, as
compared to the previous year, signifies increased market
concentration. HHI stands still above the high concentra-
tion threshold.



Herfindahl-Hirschman Index (HHI) Market shares of gas suppliers to
small enterprises in 2020
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| Switching

40% The level of gas market liberalization is measured by
switching, a percentage indicator reflecting the ratio of

30 the number of meter points with a gas supplier change to

’ the total number of meter points.

20% In the year-on-year comparison, 2020 saw almost
double switching values in the large consumer and mid-
size consumer categories, where higher gas consumption

10% in these market segments that are not subject to tariff
regulation clearly led to negotiating a better price of gas
supply with the new supplier.

0%

In the context of the application of Regulation (EU)
2017/1938 concerning measures to safeguard the security
of gas supply, the Office regularly participates in meet-
ings of a working group, the purpose of which is to pre-
pare agreements between the Slovak Republic and other
EU Member States on the application of the solidarity
mechanism in order to safeguard the security of gas sup-
ply in the event of a crisis. Currently legislative changes
are underway concerning solidarity in Act 251/2012. The
role of the Office consists mainly in providing comments

MET Slovakia, a.s.
ELGAS, s.r.0.

innogy Slovensko s. r. 0.
ZSE Energia, a.s.

MFGK s.r.0.

VEMEX ENERGO s.r.0.
CEZ Slovensko, s.r.0.
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Stredoslovenska energetika a.s.
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Switching by customer category

No. of customers who switched switching rate (%)

2017 2018 2019 2020 2017 2018 2019 2020

hig indus. customers 93 n 90 179 12.72 9.69 10.22 25.03
mid-size indus. customers 322 314 284 478 11.44 1.30 8.99 17.05
small indus. customers 4743 4765 3687 5093 6.21 6.23 482 6.64
households 43670 36627 48000 48 481 2.98 2.54 3.32 3.3

48 828 a7 52 061 54231 316 274 341 3.95

Switching rates 2017-2020

25

20

19

10

2017 2018 2019 2020

M hig indus. customers ™ mid-size indus. customers " small indus. customers ™ households M total

or ideas in the process of pricing of natural gas supplied
in the event of a crisis to other countries or in the event
of impact on the prices of gas supplied to households in
Slovakia.

| Impact of the corona crisis

As part of the government measures announced in 2020
in response to the spread of COVID-19 and in particular
in connection with the consequences of these measures,
the Office addressed regulated companies as well as oth-
er gas market participants with a request to be helpful in
resolving possible breaches of contractual relations due
to limitations of the performance of some business activ-
ities on the part of gas customers.

Despite the very difficult pandemic situation that has
lasted since March 2020 and continues into 2021, and the
ensuing restrictive measures, these measures did not have
a significant impact on the gas market. Gas consumption
in Slovakia was even up slightly by 0.4%.

The number of gas suppliers was stable and the num-
ber of customers did not undergo major changes. This
can also be explained by social measures taken by the
government during the pandemic.

The position of gas suppliers has strengthened, with
only one gas supplier with a very small market share com-
pletely having ended their gas supply.



The heat market in Slovakia is liberalized only in the sense
that any entity, after fulfilling all legislative requirements,
can operate in this market and exercise its right to do
business in the heating sector.

The conditions of doing business in the heating sec-
tor, i.e. sale of heat to natural persons or legal entities are
specified in Act 657/2004, which stipulates the rights and
obligations of participants in the heat market. Tariff reg-
ulation for heating, as for other energy commodities, is
governed by Act 250/2012.

Several years have passed since the adoption of these
two main laws, so it can be stated that from a legislative
and legal point of view, the business environment in the
heating sector is stabilized and transparent. Contributing
factors to this fact are that the implementing regulations
governing tariff regulation have been in accordance with
Act 250/2012 in force for several years and thus there
are no frequent changes in the rules in a sector in which
some processes require multi-year preparation (building
permits or environmental impact assessments).

Liberalization in the heating sector cannot be yet ap-
plied in the same sense as in electricity or gas. It has
been emphasized on multiple occasions in the past
that heating has its own specifics given the nature of
the heating systems, which are not interconnected and
heat can be supplied through these systems from the
producer only to specific consumers to specific supply
(meter) points. Heat producers or distributors are also
suppliers and their monopoly position in the heat market
is incontestable. It is not yet possible to enter the heat
market for an entity that does not own or rent heating
installations.

The number of entities doing business in heating is
limited by the number and scope of district heating sys-
tems. From this point of view, the environment is, so to
speak, conservative as there are no extensive changes in
the number of regulated entities and there is no intense
fighting for the customer in the sector. The different rules
of tariff regulation compared to the electricity and gas
industries are based on these different conditions of op-
eration in the heat market.

No. of heat suppliers

an | o [ s | o
No. of heat suppliers 340 347 351 395

No. of suppliers which ceased to 7 P 7 8
produce, distribute or supply heat
No. of suppliers which started to 9 7 B P
produce, distribute or supply heat
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Heat supply

District heating supply systems in Slovakia are built in all
major cities and in several municipalities. Heat from these
systems is supplied to approximately 12 700 end consum-
ers to 25 000 supply (meter) points for the end consump-
tion of these customers. The major suppliers of heat to
households are heating plants in Bratislava, KoSice, Tr-
nava, Zilina, Martin and Zvolen. Their supply ranges from
100 GWh to 880 GWh per year.

Heat supply overview
E1 1 3

No. of degree days 3667 3224 3329 3386

Space heating for residential
buildings [6Wh] 3297 2881 2978 3013
Water heating for residential
buildings [6Wh] 1633 1502 1569 1620
Space and water heating for

residential buildings [GWh] 4930 4383 4547 4633

Spang heating for non-residential 5979 438 3077 4082
premises [GWh]
Technological consumption [GWh] 3380 6219 6844 5288

Supply in total [6Wh] 13 826 15204 14682 14260

In-house consumption [6Wh] 237 254 214 256

Major heat suppliers (in GWh)

The total heat supply in 2020 reached 14 260 GWh,
which is down 2.87% compared to 2019. The total heat
supply includes supply for space and water heating for
residential and non-residential premises and supply for
technological consumption, i.e. consumption of heat in
the production of materials and goods.

The supplier's in-house consumption is an informative
value and does not enter the total supply figure. In 2020,
32.5% of the total heat supply was used for space and
water heating in residential buildings, 28.6% in non-res-
idential premises and 38.9% for technological purposes.

In 2020, the share of heat supply for space and wa-
ter heating grew slightly, which corresponds to the colder
year 2020, in which the average number of degree days
was 1.7% higher than in 2019. On the other hand, heat sup-
ply for technological purposes dropped, probably due to
the unfavorable pandemic situation related to COVID-19
in 2020.

Ivolenska teplarenska

Nitrianska teplarenska spolocnost
STEFE Banska Bystrica
SPRAVBYTKOMFORT Presov
Martinska teplarenska

Trnavska teplarenska

Veolia Energia Slovensko

Zilinska teplarenska

Teplaren KoSice

Bratislavska teplarenska

o
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Heat supply (GWh) Share of heat Share of heat
supply from RES supply from CHP

16000

12000 o

CHP
9000 - 0%
6000

The share of individual types of fuels in heat genera-
tion has been relatively stabilized since 2017. Compared
to 2019, we saw a change in 2020 only in the consump-
tion of coal, which dropped by 7%, and of biomass, which
was down by 4%.

3000

2017 2018 2019 2020

M residential ™ non-residential ' technological consumption Shares of individual fuels types
in heat generation

| Heat supply from RES and CHP

Year 2017 2018 2019 2020

In 2020, 50% of heat was produced in district heating
systems with combined heat and power (CHP) technolo- Natural gas [GWh] 8141 8637 8597 8582
gy. The rest of the regulated heat was produced without Biomass [ths 1] 845 877 1062 1020
CHP in the so-called monoproduction. Renewable energy
sources (RES) accounted for 16% of the total heat supply. o771 986 595 554
RES have been used in both of the above technologies. Biogas [GWh] 26 6 6 347

Heating oil [ths. t] 128 128 121 127

Share of fuel types in heat generation (in %)
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50 —

53.8 53.2

50.6 51/
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30—
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0

18.4 18.2
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M natural gas ™ hiomass " coal M heating oil M biogas
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| Scope and method of regulation

2020 was the fourth year of the regulatory period
2017-2022. Regulation of heat tariffs was performed in
accordance to URSO Decree 248/2016 Coll. establishing
tariff regulation in heating, as amended by URSO Decree
205/2018 Coll. (hereinafter as “Decree 248/2016”). Genera-
tion, distribution and supply of heat were subject to regula-
tion and tariffs were regulated by a specified method of cal-
culating the maximum heat tariff, which is based on a cost
method utilising certain elements of the price-cap method.

| Basic principles of tariff regulation

= ensuring, by determining a two-component
heat tariff, equal coverage of funds for heat
generation and distribution,

=>» ensuring, by determining the optimal
economically justified costs and a reasonable
profit, an efficient, reliable and secure heat
supply,

=>» elimination, by setting binding values of
energy efficiency of energy conversion for heat
generation and heat distribution installations,
from the heat tariff uneconomical heat
generation and distribution,

=>» optimisation of eligible variable costs by
regulating fuels prices for heat generation,

=» motivating regulated entities to increase energy
efficiency of heat generation and distribution
by utilising regulatory measures,

=>» promoting the use of renewable energy sources
for heat generation, in particular in district
heating systems,

=>» by settling the actual costs in the determined
heat tariff after the end of each calendar year,
achieving an objective settlement of costs
incurred in heat generation and distribution
for end consumers in order to create a stable
sector with a predictable and transparent
regulatory environment.

| Heat price monitoring

Pursuant to Act 250/2012, tariff decisions issued for 2017
are valid throughout the whole regulatory period which
ends on 31 December 2021, unless an amendment to the
decision, initiated either by a regulated entity or by the
Office, has been approved. The heat tariff is approved as
single maximum tariff for each supplier for all their heat-
ing systems from which heat is supplied within a city or
city district.

m DISTRICT HEATING

R 7 £ BT

No. of new decisions adopted for

2017-2021 regulatory period e 1 al e

No. of amended decisions for 2017-2021
regulatory period

No. of approved tariffs in decisions for
2017 - 2021 regulatory period L i d i
No. of amended tariffs in decisions for
2017 - 2021 regulatory period ! we & L

| Evolution of heat tariffs

4 162 2N 89

Requirements for change in the heat tariffs for 2020 re-
sulted mainly from changes in the economic parameters
that were used to approve heat tariffs in the previous
years 2017-2019. The changes that affected the variable
component of the heat tariff mainly had to do with the
price of natural gas, from which more than half of the heat
is produced.

Although the natural gas prices listed in the table show
a decrease in the observed year, the time lag between the
date of the agreed natural gas price and the heat pric-
es must be taken into account. In heat tariffs for 2020,
the maximum price of gas (commodity) was set in the
amount of 22.9972 €/MWh, but a large part of suppliers
who requested a change in the heat tariff for 2020, had
the last approved heat tariff containing gas prices valid
in 2017 or 2018, which justifies the need to change and
increase the variable component of the heat tariff. Regu-
lated entities that received a changed heat tariff in 2019,
when the market price of gas was the highest, mostly did
not change the tariff for 2020, even though their actu-
al gas price was lower than in 2019. They accounted for
the difference in gas purchase costs pursuant to Decree
248/2016 after the end of the reference year.

The regulated gas tariff is determined on the basis of
the moving average of the gas price on the EEX exchange
(12 - month average, or the average of the months Janu-
ary - June). However, the decisive factor for the contrac-
tual price of gas is the price on the exchange in the early
autumn period, when contractual negotiations between
heat suppliers and gas suppliers take place. This also ap-
plies to costs of emission allowances. It is in the period
before the heating season that the demand for fuels is
greatest, which increases their price as well as the price of
emission allowances.



Market and regulated prices of fuels used in heat generation

ot e | on J oas §oav J o

EEX exchange in year 1721 20.94 18.77 13.85
Natural gas (commodity) in €/MWh Price pursuant to § 4 (4) a] of Decree 248/2016 16.293 16.908 18.572 19.998

Regulated price in heat tariff 18.7366 19.444 273384 22.9972

EEX exchange 617 15.82 24.85 24.73

Emissions in €/t
Regulated price in heat tariff

Market
Black coal in €/MWh
Regulated price in heat tariff

Market
Brown coal in €/MWh
Regulated price in heat tariff

Market
Pellets in €/MWh
Regulated price in heat tariff

Market
Dendromass in €/MWh
Regulated price in heat tariff

Market

Agricultural biomass in €/MWh

Regulated price in heat tariff

Market
Landfill gas and gas from WWTP in €/MWh
Regulated price in heat tariff

Market
Biogas in €/MWh
Regulated price in heat tariff

The consideration of these negative factors was re-
flected in the approved tariffs in the observed year. The
average variable component of the maximum heat tariff
went up from € 0.0453/kWh in 2019 to € 0.0467/kWh in
2020 (3.1%). In the weighted average of this component,
the year-on-year increase was 2.5%.

Arithmetical average of tariffs

£ T
00407 00413 0045  0.0467
18652 18880 19693 19641
00759 00763 00824  0.0838

current monthly average at the time of purchase

12.82 1421 14.33 15.07
17.00

1774 1755 18.61 1787
20.00

34.47 3391 33.00 34.54
38.00

19.23 19.37 19.27 18.57
19.00

22.78 2249 2229 22.93
23.00

22.00 22.00 21.35 22.00
22.00

28.56 30.55 26M 29.67
35.00

Weighted average of tariffs (depending
on heat supply volume)

Canw § e | e
00344 00358 00396  0.0406
7633 187 18267 18403
00673 00679 00712  0.0749

The average fixed component of the heat tariff, which
is determined in €/kW of the regulatory capacity (a pa-
rameter developed by the Office for regulatory purpos-
es), has changed only minimally compared to 2019. The
defined method of regulation for the regulatory period
2017 - 2022 allows a year-on-year increase in fixed costs
only as a result of new investments in making heat gener-
ation and distribution more efficient. The increased cost
of new investments did not play a major role in the aver-
age price. The costs of new investments were claimed in

DISTRICT HEATING m



2020 by 16 suppliers, who planned investments for 2020
in the amount of 22.3 mil. EUR. However, we expect the
volume of annual investments to be significantly higher,
as many suppliers are restoring heat efficiency without
the need to increase the price.

On the other hand, the year-on-year decrease in the
regulatory capacity has caused the allowed regulated
component of fixed costs (in particular personnel costs)
and the profit which are set based on the regulatory ca-
pacity, to decrease proportionally in 2020. The rise in the
cost of new investments and, on the other hand, the re-
duction of the regulated component of fixed costs and
profit caused that the eligible fixed costs, including the
profit of requlated entities, were on average 5.5% lower in
2020 than in 2019. Based on these facts, the weighted av-
erage of the fixed component of the heat tariff for 2020,
which is determined as a ratio of fixed costs including
profit to the regulatory capacity, despite a fall of the reg-
ulatory capacity by 6.2%, went up by only 0.7% in 2020.

The value of the regulatory capacity depends on the
actual heat supply in the last complete calendar year
before the submission of the tariff proposal. Due to ef-
ficiency measures on the part of heat consumers, which
are mainly insulation, hydraulic heating, partial replace-
ment of heat supply from district heating supply systems
with own alternative heat sources (solar collectors, heat

Average heat tariffs

pumps), a declining volume of actual heat supply is ob-
served in the long-term, which results in proportional rise
of the fixed component of the heat tariff. The influence of
climate conditions on the amount of the fixed component
of the heat tariff has been partially eliminated by the pro-
cedure specified in Decree 248/2016.

Cost composition in heat tariff 2020

M variable costs M fixed costs ™ reasonable profit

0.0453 €/kWh
0.0396 €/kWh
0.0467 €/kWh
0.0406 €/kWh
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Investments by purpose

| meswmensitst |
A ETN BTN T

12830 1664 20241 12963
9557 1877 12035 925
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5100 467 25 0
31429 20848 42661 22338

Individual prices of heat suppliers may differ signifi-
cantly from the average in individual districts. Although
all regulatory measures adopted for the regulatory peri-
od 2017-2022 were aimed at stabilizing the price of heat
for the final customer, there are cases deviating from the
price average. This is due to the fact that the individual
district heating systems differ significantly in size, pro-
duction technology, fuels used, investments in heating
equipment, etc.

A fundamental factor that negatively affects the fi-

nal price of heat is the so-called supplier chaining, which
means that the supply of heat to the final customer in

Average heat tariffs by fuel types

one centralized heat supply system is provided by several
suppliers in a row, which increases the price of heat, espe-
cially the fixed component.

| Household heating costs

The Office monitors and annually reviews the actual heat
consumption for space and water heating. The moni-
tored sample represents 39 302 apartments. The heat
consumption of one household in 2020 was 6 219 kWh,
which is up 2% compared to 2019. The increased heat
consumption is mainly due to the colder year 2020 (by
about 1.7% compared to 2019, see the number of degree
days in the Heat supply section). The annual cost of one
household for space and water heating amounted to 625
euros with VAT, which is an increase of 3.8% compared
to 2019. This increase is directly proportional to the in-
creased heat consumption in apartments and higher heat
price in 2020.

Cors |
6864 6287 6091 6219
00759 00763 00824  (0.0838
625 580 602 625
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161.23 €/MWh
165.26 €/MWh
167.95 €/MWh
168.45 €/MWh
14518 €/MWh
146.51€/MWh

2017

2018 2019 2020 2017

natural gas

W fixed part in €/kW

2018

150.49 €/MWh
161.61€/MWh
162.70 €/MWh
16310 €/MWh
164.98 €/MWh
164.12 €/MWh

2019 2017 2018 2019 2020

coal hiomass

variable part in €/kWh
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Heat tariffs in central heating networks with multiple suppliers in 2020 (in €/kWh)

012
010
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0.04
0.02
0.00

Slovenskeé elektrarne, a.s.
BENET, s.r.0.

Slovenskeé elektrarne-energetické sluzhy,s.r.o.
Prievidzské tepelné hospodarstvo, a.s.

Average heat tariffs across Slovakia‘s

Ivolenska teplarenskd, a.s.

STEFE Zvolen, s.r.0.

regions in 2020 (in €/kWh)

Teplaren Kosice, a.s.

Tepelné hospodarstvo s.r.0., KoSice

Veolia Energia Vychodné Slovensko s.r.o.
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| Impact of the corona crisis

In the regulatory year 2020, in relation to the pandem-
ic situation in Slovakia, we witnessed increased costs of
heat suppliers related to the costs of protective equip-
ment. These costs, however, were not requested to be
projected in heat tariffs fixed for 2021.

Annual heat costs of households
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Tariff regulation in water is performed by the Office in the
area of public water supply and public sewerage, as well
as in the area of services related to the use of surface
water. The regulated activities are therefore production,
distribution and supply of drinking water by public water
system and collection (drain) and treatment of wastewa-
ter by public sewerage system and, in addition to that,
collection (consumption) of surface water and energy
water from watercourses and the use of hydropower po-
tential of watercourses.

From the market point of view in the area of drinking
water production, distribution and supply and wastewa-
ter collection and treatment, water companies, as well as
other operators of public water supply and public sew-
erage systems, are natural local monopolies. In a given
locality, there is always one supplier defined by its oper-
ating territory, or by operated water supply or sewerage
systems, without the possibility to choose by consumers.
In the same way also in services related to the use of sur-
face waters, the only dominant regulated entity with a
monopoly position is Slovensky vodohospodarsky pod-
nik, §. p. Banska Stiavnica, as a state-appointed company
managing the country’s significant watercourses.

The scope of tariff regulation stipulated by law and
the definition of a regulated entity have contributed to
stabilization of the business environment in public water
supply and public sewerage. The Office issues confirma-
tions of registration to regulated entities, stating the reg-
ulated activity and the category of public water supply or
public sewerage systems, which are used for this. In tariff
proceedings, the Office sets the tariff by adopting a tariff
decision or by issuing a tariff confirmation.

e ——'

| Drinking water and wastewater

As of 31 December 2020, a total of 663 regulated entities
operating public water supply and public sewerage sys-
tems were registered. Of this number, 14 were water util-
ity companies, one city, 40 municipalities and 78 small-
er companies operating public water supply or public
sewerage systems of I1st and 2nd category. Public water
supply or public sewerage systems of 3rd category were
operated by 530 small towns and municipalities.

Type and number of adopted decisions

2017 2018 2019 2020

1924 6 74 63




| Tariff level monitoring

According to the valid legislation, tariff decisions and tar-
iff confirmations adopted in 2017 are valid until the end
of the regulatory period 2017 - 2022, unless the Office
approves an amendment of the tariff decision. In 2020,
24 tariff decision amendment proposals were submitted
to the Office. Thirteen proposals were submitted by water
utility companies, of which in nine cases the tariffs were
changed by the Office, in four cases the proceedings were
stopped. In 2020, one new tariff decision was also issued
for a water utility for its activity of wastewater treatment
supplied to a wastewater treatment plant by public sew-
erage.

The Office approved price changes in five water util-
ity companies. Based on that the average tariff for the
production and supply of drinking water grew by 3.3% to
€ 1.0877/m? (weighted average of tariffs). This was due
to the necessary reconstruction of public water mains
and rise in personnel costs, which increase based on the
country‘s average wage, and approved additional work-
ers’ compensations. Changes in tariffs in wastewater col-
lection and treatment in six water utilities were mainly
due to investments in construction of public sewers and
wastewater treatment plants, reconstruction of obsolete
assets and increase in personnel costs, therefore the av-
erage tariff for wastewater collection and treatment by
public sewers rose by 4.2% to € 1.0632/m? (weighted av-
erage of tariffs).

Drinking water production and supply
tariffs - water utilities (€/m? excl. VAT)
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Wastewater collection and treatment The total average tariff for water supply and sewage
tariffs - water utilities (€/m? excl. VAT) in Slovakia‘s water utilities amounted to € 2.1509/m? excl.

VAT in 2020, up by 3.8% year-on-year.
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iffs of water utilities. The tariffs for drinking water supply
increased mainly because the small companies and also
some municipalities were buying drinking water from wa-
ter utilities, and therefore the increase in the price of a
water utility will be reflected in an increase in the cost
of purchasing water from these companies. The prices
of wastewater collection and treatment mainly reflected
the acquisitions of new assets of sewers and wastewa-
ter treatment plants built by municipalities from EU funds
and state subsidies.

Average tariffs of small regulated
entities in €/m3 excl. VAT
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| Supply and collection (drain)

In 2020, water companies supplied 1980 000 m3 (+ 1%)
more drinking water than in the previous year, but the
volume of wastewater discharged through public sewers
went down by 139 000 m? (-0.07%), which was probably
due to lower annual total precipitation, which is drained
through the public sewer. Even though with most water
utilities the volume of supplied drinking water dropped
slightly or remained at the same level as in the previous
year, a more significant increase of about 2 000 000 m?
was observed in Bratislavska vodarenska spoloc¢nost (the
Bratislava Water Utility) and about approx. 750 000 m3in

Vychodoslovenska vodarenska spolo¢nost (East Slovakia
Water Utility). There was an overall drop in the volume of
discharged and treated wastewater despite the fact that
the Bratislava Water Utility saw an increase in the volume
of 1081000 m?.

Capacity utilization of water assets used for the supply
of drinking water remained at the same level as in 2019,
averaging 94%, despite an increase in the volumes sup-
plied. It follows that this was due more to an increase of
the volumes of water supplied by the newly built water
mains and not by increasing the consumption from the
existing ones. Capacity utilization of water assets used for
wastewater treatment improved slightly by 1% to 85%.

Volumes of drinking water supply and
wastewater collection in ths. m?
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| Investments

The value of assets used for drinking water supply grew
by 2.4% year-on-year, while the value of assets procured
from EU fund and the state budget subsidies increased
only slightly by 0.1%. In wastewater collection and treat-
ment, the total value of assets increased, due to the con-
struction of missing sewers and wastewater treatment
plants, by 2.3% in 2020 and the value of assets built from
subsidies went up by 2%.
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| Surface water use

Regulated activities in the area of surface water use are
collection (off-take) of surface water, collection (off-take)
of energy water from watercourses and the use of water-
courses‘ hydropower potential.

Regulated activities in this area are performed, with
a monopoly position in Slovakia, by the state-appoint-
ed watercourse managing company Slovensky vodo-
hospodarsky podnik, . p., Banskd Stiavnica.

As against the previous year, the tariff for the collec-
tion of surface water from watercourses, the tariff for the
collection of energy water from watercourses and the av-
erage tariff for the use of hydropower potential did not
change.

Tariffs for surface water use in € (excl. VAT)
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| Impact of the corona crisis

In drinking water supply and wastewater collection and
treatment, the impact of the COVID-19 pandemic from its
outbreak in March 2020 until the end of the year could be
observed in water utility companies in the following ways:

= increased costs of personal protective
equipment, ranging from tens of thousands to
100 000 euros, depending on the company’‘s
size,

= in most water utilities, drinking water
consumption remained at the level of the
previous year or decreased slightly, as did
the volume of wastewater discharged and
treated, despite the inclusion of new water
management assets,

= absences of employees due to COVID-19 iliness
or quarantine due to illness of a close person
caused a difficult organization of work in
ensuring a proper and continuous operation
of water companies, which resulted in reduced
asset repairs, except for the elimination of
emergencies.

In the area of services related to the use of surface
water, the impact of the pandemic on costs and revenues
was not manifested more significantly, although these
circumstances also placed increased demands on work
organisation.



ELECTRICITY GENERATION
FROM RES AND CHP

In order to reduce the volume of support paid through
the feed-in-tariff scheme and entering the so called sys-
tem operation tariff, the Office announced at the end of
2020 a pilot regime of repowering. Its aim is to extend
the period of support beyond 15 years, which will create
space for reducing the system operation tariff in electrici-
ty prices for consumers and at the same time promote the
decarbonisation goals of the Slovak Republic. The Office's
intention was to involve as many electricity producers as
possible from solar energy, biogas, hydropower, biomass,
landfill gas and gas from wastewater treatment plants.

Key objectives and priorities for the energy sector un-
til 2035, with a view to 2050, were set and approved as
part of the Energy Policy of the Slovak Republic by the
Government back in November 2014. The strategic goal
is to achieve a competitive, low-carbon energy sector
providing for a secure, reliable and efficient supply of all
forms of energy at affordable prices while taking into ac-
count consumer protection and sustainable development.

The development of Slovakia‘s energy sector is fo-
cused on energy mix optimisation in order to reduce
as much as possible the greenhouse gas emissions and
pollutants while maintaining, or increasing the country‘s
energy security and affordability of individual types of
energy. The main energy and climate targets for 2030 are
to achieve in the EU a reduction in greenhouse gas emis-
sions of at least 40% compared to 1990 and a share of
energy from RES in gross final energy consumption of at
least 32%.

| Support scheme

The gradual deployment of low-carbon technologies for
electricity generation has lead to a reduction of fossil
fuel consumption and therefore also of greenhouse gas
emissions. The current support scheme enables achieve-
ment of the set goals in a cost-effective way. With the
construction of electricity generation sources with a rel-
atively small installed capacity, the necessary increase of
installed capacity leading to an increased share of RES
can be expected in the coming years. Due to its proxim-
ity to the customer, such electricity generation does not
place increased demands on transmission capacities.

The total number of electricity generation sources
from RES and CHP supported under the feed-in-tariff
scheme in 2020 stood at the same level as in 2019, i.e.
a total of 2 553 sources. Based on data submitted to the
Office by SEPS, total electricity generation in the Slovak
Republic reached 29 010 GWh.

By the amended Act 309/2009 (on the promotion of
RES and CHP), with effect from 1 January 2019, the sup-
port scheme for electricity generation from RES and CHP
was changed to a more market-based type in keeping
with the best practices and EU legislation requirements.
The new forms included, in particular, support for RES
with total installed capacity of over 500 kW by the so-
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called feed-in-premium, as well as the definition of the
term local source.

| Supported RES technologies

=>» hydropower with installed capacity of up to
500 kW,

=>» geothermal energy,

= combustion of landfill gas or gas from waste
water treatment plants with installed capacity
of up to 500 kW,

=>» combustion of biogas produced by anaerobic
fermentation with total capacity of up to 500
kW,

= combustion of high-efficiency cogeneration of
biogas produced by anaerobic fermentation
with total capacity above 250 kW and up to
500 kW.

| Supported CHP technologies

=>» combined cycle combustion turbine,

= combustion turbine with heat recovery,

= internal combustion engine fuelled with
natural gas, heating oil, air/methane mixture,
from catalytically treated waste, from thermal
cracking of waste and its products,

=>» back-pressure steam turbine or condensing
steam turbine with heat extraction fuelled
with natural gas, heating oil, brown coal,
hard coal with the electricity producer’s total
installation‘s capacity above 50 MW, municipal
waste, gas produced by thermochemical
gasification of waste in a gasifier or thermal
cracking of waste,

=>» combustion of usable gases from metallurgical

steel production,

organic Rankine cycle,

incineration or co-incineration of purposefully

grown biomass excluding cereal straw, other

waste biomass excluding cereal straw, bioliquid,

= combustion of biomethane obtained from
biogas produced by anaerobic fermentation.

vV
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| Tariff decisions

In 2020, the Office adopted a total of 114 tariff decisions
in RES and CHP. Seventy tariff decisions were related to
a change of the fixed electricity price for setting the fe-
ed-in-tariff for 2021 due to a parameter change of natural
gas as a fuel or due to a reconstruction of a CHP installa-
tion. The remaining 44 tariff decisions were adopted by
the Office due to a change of the operator of an electricity
generation installation, or a change of the fixed electricity
price for setting the feed-in-premium.

The Office also issued, pursuant to Section 4b par. 7, 8
and 9 of Act 309/20009, 45 certificates of electricity gen-
eration in a local source for PV plants with total installed
capacity of 2.94 MW,

Share of electricity from RES and CHP in total
electricity generation in Slovakia in 2020

other
sources
75.02 %
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The RES and CHP support scheme and requirements
are established primarily in Act 309/2009. Following the
requirements of EU legislation, since 2019, the support
scheme has been revised for all new producers of electric-
ity from RES and CHP, with an emphasis on environmental
protection, especially in expedience and more energy-ef-
ficient use of input raw materials. It includes, in particu-
lar, a requirement of the support of electricity produced
by highly efficient cogeneration, as well as a requirement
for at least 50% utilisation of heat produced in RES in-
stallations. Details of electricity generation from RES and
CHP are subsequently regulated by URSO Decree 18/2017
establishing tariff regulation in electricity and certain re-
quirements for the performance of regulated activities
in electricity, as well as URSO Decree 490/2009 laying
down the details on the promotion of renewable energy
sources, high-efficiency cogeneration and biomethane.

Until 31 December 2019, the entity responsible for the
settlement of RES and CHP support was the respective
regional DSO operating in the territory in which the elec-
tricity generation installation with the entitlement to sup-
port was located.

Mainly due to the centralization of support system
administration and data management, OKTE became the
single body responsible for RES and CHP support pur-
suant to Section 5b par. 10 of Act 309/2009, with effect
from 1 January 2020.

Reference values of CAPEX for the acquisition of a new
comparable technological part of the electricity produc-
er‘s installation, as published pursuant to Section 7 para.
15 of Decree 18/2017 annually on the Office‘s website, are
calculated on the basis of data on the actual electricity
volumes produced in the installations of RES and CHP
producers with the entitlement to support for the period
2012-2019.

Parameters entering into the calculation of CAPEX
reference values are obtained by the Office mainly from
annual reporting of individual electricity producers and
from CAPEX and OPEX figures of RES and CHP producers
for 2018 and 2019. The computation of the CAPEX ref-
erence values is based on processing output data from
more than 2 400 electricity producers from RES and CHP.

Overview of CAPEX reference prices for the acquisi-
tion of a comparable technological part of the electrici-
ty producer’s installation valid for the period from 1 July
2020 to 30 June 2021 is divided into RES and CHP cate-
gories and listed in the following tables:
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CAPEX reference prices of RES and CHP installations’ technologies

Reference price in €/MW

a) hydropower with total installed capacity

1. up to 100 kW 3097 386
2. over 100 kW up to 200 kW 2476000
3. over 200 kW up to 500 kW 2049147
]| geothermal energy 5208 000

¢)  combustion of
1. landfill gas or gas from waste water treatment plants with total capacity of up to 500 kW 1743 281
2. hiogas produced by anaerobic fermentation with total capacity of up to 500 kW 4536 350

comhustion of high-efficiency cogeneration of biogas produced by anaerobic fermentation
with total capacity over 250 kW and up to 500 kW

a) combined cycle combustion turhine 632163

3934169

h) comhbustion turbine with heat recovery 643 359

c internal combustion engine fuelled with

1. natural gas 455 351
2. heating oil 390488
3. air/methane mixture 438258
4, from catalytically treated waste 698 036
5. from thermal cracking of waste and its products 1572 464

d) hack-pressure steam turhine or condensing steam turbine with heat extraction fuelled with

1. natural gas 776 655
2. heating oil 775116
3. brown coal 775739
4. hlack coal with total capacity of up to 50 MW 793200
5. black coal with total capacity over 50 MW 967 453
6. municipal waste 959 938
7.gas produced by thermochemical gasification of waste in a gasifier or thermal cracking of waste 1207609
e comhbustion of usable gases from metallurgical steel production 715039
f) organic Rankine cycle 954 338

g) incineration or co-incineration of

1. purposefully grown hiomass excluding cereal straw 3597333
2. other waste hiomass excluding cereal straw 3440000
3. hioliquid 2196 071
h) comhbustion of hiomethane obtained from biogas produced by anaerobic fermentation 3484 452
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| Cessation of entitlement to support

A significant event for the Office in 2020 was also the res-
olution of the issue regarding electricity producers, who
were in arrears in their payment to the state during the re-
ceipt of support and for this reason permanently lost the
entitlement to support through the feed-in-tariff based
on Act 309/2009.

In spring of 2020, the Office began to verify and iden-
tify electricity installations, for which the entitlement to
support under Section 3 (1) ) or e) of Act 309/2009 had
ceased as a result of a legal fact pursuant to Section 3b
(5) of Act 309/2009 Coll. as amended, with effect until
31 October 2020. Subsequently, from autumn 2020, after
Act 309/2009 was amended, the Office has been identi-
fying the specific period of the arrears, during which the
electricity producer with an entitlement to support can-
not claim it for an installation pursuant to Section 3 (1) ¢)
or e) of Act 309/2009.

On the basis of information available from the com-
petent state institutions concerning tax arrears, arrears
of health insurance, social insurance and pension scheme
contributions in the extent specified in the transitional
provision of Section 18k (1) of Act 309/2009 in the word-
ing effective from 1 November 2020, the Office identi-
fied 26 producers who permanently lost the entitlement
to support via feed-in-tariff in connection with the legal
fact pursuant to Section 3b (5) of Act 309/2009 in the
wording effective until 31 October 2020. These producers
remained in arrears in their payment to state authorities
even after the adoption of the aforementioned softer ver-
sion of the Act on the Support of RES and CHP and the
amnesty does not apply to them.

The Office has the ambition to intensify and streamline
the automation of the entire process of obtaining data on
the amounts of tax arrears, arrears of health insurance,
social insurance and pension scheme contributions from
the relevant state institutions. However, this process of in-
tegration of URSO's information system and the central
reference data administration requires the necessary ad-
ditional funding provided to the Office by the state.

| Impact of the corona crisis

The impact of the COVID-19 pandemic in 2020 was only
negligible in terms of the volumes of electricity produced
from RES and CHP. However, the outbreak of the pan-
demic and the measures taken in response to it across the
world caused a sharp fall in the price of the commodity on
the Prague Power Exchange (PXE), but also a significant
drop in the price of electricity on the spot (day-ahead)
market. These factors resulted in a decrease in revenues
from the system operation tariff and thus in a significant
increase in the costs of OKTE as the support settlement
body who pays out support collected from the system
operation tariff (of which the feed-in-tariff scheme is a
part) for electricity produced from RES and CHP.
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During the regulatory year 2020, the Office monitored
developments in the electricity and gas markets, evalu-
ating the impacts of existing and forthcoming legislation
on market participants, with an emphasis on customer
protection of and the protection of legitimate interests of
regulated entities.

In order to increase transparency and public control
over the implementation of tariff regulation after the
adoption of the amendment to Act 250/2012, the Office
has, from 01 September 2020, regularly published on its
website, in addition to tariff decisions, also tariff propos-
als together with other relevant documents submitted by
regulated entities.

In 2020 the Office had to especially deal with the
introduction of new methods and terms and conditions
of RES and CHP generation support and the settlement
of the system operation tariff. From the perspective of
cross-border market coupling and fulfillment of EU en-
ergy goals, in 2020 the Office continued to deal with the
implementation of the Clean Energy Package, including
the decisions adopted by ACER, ensuring implementation
of electricity and gas network codes.

According to Act 250/2012 Office‘s powers include, in-
ter alia, also the adoption of generally binding legislation,
which takes the form of decrees. Based on the empow-
ering provisions, the Office prepared, submitted to the
legislative procedure and subsequently adopted Decree
181/2020, amending Decree no. 24/2013 establishing the
rules for the functioning of the internal electricity market
and the rules for the functioning of the internal gas mar-
ket, as amended (with effect from 1 September 2020).

m LEGISLATIVE ACTIVITIES

Additionally, the Office participated, with the Ministry
of Economy, in the implementation of network codes and
the transposition of the Clean Energy Package into na-
tional legislation, in particular:

= Regulation (EU) 2019/941 on risk preparedness
in the electricity sector

= Regulation (EU) 2019/942 establishing a
European Union Agency for the Cooperation of
Energy Regulators,

= Regulation (EU) 2019/943 on the internal
market for electricity,

=> Directive (EU) 2019/944 on common rules for
the internal market for electricity

This complex legislative process representing a reform
of the electricity market and partly of the gas market
within Slovakia‘s as well as the EU law, was not completed
in 2020 and will continue in 2021.

The Office’s Legal Department was also responsible
for the issuance of prior consents, representation of the
Office before courts and the General Prosecutor’s Office,
deciding on behalf of the Chairman on objections, further
supervision, providing opinions, legal advice, statements
and consultations.



The Office carries out inspections of regulated entities
based on its power arising from Act 250/2012. The rea-
sons include the protection of vulnerable customers,
monitoring the functioning of the market for regulated
commodities, as well as compliance with regulatory legis-
lation - especially the Office’s decrees.

The period of 2020 was significantly affected by
measures related to the COVID-19 pandemic. This regime
caused a significant shift in the performance of remote
inspections through electronic means, which however do
not fully replace on-site inspections enabling an imme-
diate and efficient assessment of inspection findings. On
the contrary, electronic means of communication meant
an extension of deadlines for statements by regulated
entities, and this for objective reasons (quarantine, home
office), but also for subjective ones (abuse of an adverse
socio-epidemic situation).

The Office also focused on administrative (off-site) in-
spection of documents available from its own sources in
order not to have to burden directly the regulated enti-
ties. On their basis, it could consequently initiate admin-
istrative proceedings. In inspections, the Office also fo-
cused on the protection of the rights of consumers as the
more vulnerable party in the customer-supplier relations.
In the context of consumer rights violations, the Office
imposed several fines, which were not only repressive, but
especially preventive in nature, so that suppliers do not
try to act in violation of the law against customer rights in
the future and thus abuse their stronger position.

| Overview of inspection findings

Despite the difficult conditions resulting from the COV-
ID-19, the Office performed on-site inspections in 64 reg-
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ulated entities - in five entities, based on received alerts
and in 59 entities, according to the regular on-site inspec-
tion plan. Out of the total number, 35 inspections were
completed by making a report on the result of the per-
formed inspection, i.e. with identified breach of applicable
legislation and 29 inspections were completed by making
a record of the result of the inspection, i.e. without finding
a breach of applicable legislation.

The inspections focused on compliance with appli-
cable legislation in the performance of regulated activ-
ities in network industries for the period 2016-2020. In
this context, the inspections focused on compliance
with the scope of tariff regulation, non-tariff regulation
and regulation of quality standards as approved by the
Office.

In 2020, on-site inspections were carried out in
33 electricity undertakings. In 13 of them, a total of 44
breaches of Act 250/2012 and Act 251/2012 were identi-
fied. In gas, the Office conducted inspections in 13 under-
takings - in eight of them, a total of 35 breaches of Act
250/2012 and Act 251/2012 were discovered. The most
frequent breach of Act 250/2012 by electricity and gas
entities was a failure to perform regulated activities in
accordance with an applicable decision or confirmation
of the Office and non-compliance with principles of tariff
regulation according to a generally binding legal act is-
sued by the Office (Decree).

INSPECTIONS m



In case of heating entities, the Office performed on-site
inspections in 40 undertakings, having found in 17 of them a
total of 31 breaches of Act 250/2012 and Act 657/2004. The
most frequent breach of Act 250/2012 related to a failure to
settle the costs of heat generation, distribution and supply,
which are not considered as eligible costs, within the time
limit and in the manner specified by an Office's decree. In
water, the Office inspected compliance with the legislation
in seven entities and in six of them, found 12 breaches of Act
250/2012. Entities operating in the water sector were most

in breach of their obligation to submit true and complete
information and data to the Office.

In addition to on-site inspections, the Office found
breaches of Act 250/2012 or Act 251/2012 provisions also
by off-site inspections. As a result, a total of € 13 000 in
fines was imposed on 13 entities.

In 11 cases, entities failed to inform the Office by the
end of February of calendar year 2019 about non-perfor-

Breaches found

SECTOR
failure to conduct regulated activity in accordance with the Office’s valid decision or con-

firmation and failure to comply with tariff regulation requirements according to generally 16 8 3 0 21
binding legislation adopted by the Office

Total

Section 29(1)(b) of
Act 250/2012

failure to provide the Office free of charge with complete and truthful data, documents
and any other information necessary for the purposes as per this Act and for the exercise 6 6 2 10 24
of the Office’s powers in the scope, manner and time limits specified by the Office

Section 29(1) (k) of
Act 250/2012

Section 29(1)(c) of
Act 250/2012

failure to settle the costs of heat generation, distribution and supply, which are not consi-
dered as eligible costs, within the time limit and in the manner established by the Office

failure to notify the Office by the end of February of a calendar year of having disconti-
nued a regulated activity in the previous year, specified in the license or confirmation of i 6 1 0 14
compliance with the notification obligation

Section 29(1)(j) of
Act 250/2012

Section 22(5) of Act failure to make a compensation payment to the customer for non-compliance with A 3 1 0 8
250/2012 quality standards in the amount and in the manner specified by URSO decree

Section 29(1) (o) of , .

Act 250/2012 failure to comply with the market rules 6 2 0 0 8
Section 34(2)(b) of failure to provide the Office’s staff with the required co-operation corresponding to their 1 3 0 0 A
Act 250/2012 powers in the performance of inspection pursuant to Section 33(1)(a) and (b)

. 117
L S non-compliance with the grid codes of the distribution system operator 2 0 0 0 2
250/2012

. . failure to submit the system operator's proposal of grid code/rules of operation
Section 15(6) first . . i . L

developed in accordance with the model grid code/rules of operation of electricity/gas
sentence of Act o . . ) s 1 1 0 0 2
distribution and incorporating the market rules, to the Office for approval within 15 days
250/2012 ) .
of receipt of the license
failure to submit to the Office by the end of February of the calendar month evaluation
Section 22(4)(h) of of quality standards for the previous year and failure to publish this evaluation on the 0 1 0 1 2
Act 250/2012 regulated company’s website or in another usual form if the regulated company does not
have a website in place
Section 29(1)(a) failure to carry out a regulated activity in line with a license, confirmation of compliance 0 0 1 1 ?
of Act 250/2012 with the notication obligation or confirmation of registration
Section 22(4)(f) failure to submit a summary of compensation payments made for the previous calendar 0 1 0 0 1
of Act 250/2012 year to the Office by the end of February

Section 29(1)(d) failure to comply with the principle of proportionate costs incurred in carrying out the 0 0 1 0 1
of Act 250/2012 regulated activity

Section 29(1)(1) of failure to put in place a measure imposed by the Office pursuant to Section 9(1) (e) within 0 0 1 0 1
Act 250/2012 the specified time limit
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mance of a regulated activity according to a license or
confirmation of compliance with the notification obliga-
tion. One entity did not submit to the Office a grid code
proposal drafted in accordance with the model grid code
in electricity and gas distribution and with the amended
market rules within 15 days of receipt of the license and
one entity did not provide information on the change in
the price of gas supply to household gas customers in a
transparent and comprehensible manner and at the same

Breaches found

time did not deliver natural gas price lists to the Office,
for universal service, published on its website before their
coming into effect.

The Inspection Department also received 54 alerts
from natural or legal persons - 26 of them were included
in the on-site inspection plan and in four cases a breach
of the current legislation was found.

SECTOR

Section 4(6) and/or

electricity

Section 4(7) of Act
251/2012

Section 17(15)
of Act 251/2012

Section 16(4)(b)
of Act 251/2012

Section 17(1)(b) of
Act 251/2012

Section 6(1) of Act
251/2012

Section 8(5) of Act
251/2012

Section 17(12) of Act

251/2012

Section 31(2)(u) of
Act 251/2012

Section 34(3) of Act

251/2012

Section 64(6](e)
of Act 251/2012

Section 64(7)(p)
point 1
of Act 251/2012

Section 64(7) (p)
point 2
of Act 251/2012

Section 64(7)(p)
point 2.3 of Act
251/2012

Section 5(1) of Act

failure to comply with the notification obligation within 30 days of ceasing to do business
in the energy sector

failure of the universal service provider to deliver to the Office gas price lists published on
its website hefore their entry into force

failure to submit the rules for the allocation of assets and liabilities, costs and revenues
to the Office for approval within 30 days from the date of commencement of regulated
activity

failure to provide information to household electricity or gas customers about a change

in the price for electricity supply or the price for gas supply in a transparent and compre-
hensible manner specified in the business terms and conditions pursuant to Section 34(2)
() or Section 69(2)(a) no later than 30 days before the change comes into effect

conducting business in the energy sector without or in breach of a license or a confirma-
tion of compliance with the notification obligation

failure to submit a proposal for entry of the licensed activity in the commercial register
within 30 days from the date of entry into force of the decision

failure to deliver final settlement of payments for gas supply to household gas consumer
no later than four weeks after the consumer switched supplier

failure to publish the terms and conditions of network connection and the terms and
conditions of distribution system access and electricity distribution on the DSO's website

failure to comply with the obligation to provide end electricity consumers with informa-
tion pursuant to Section 34(2) (c), (d) and (h) of Act 251/2012 on the electricity supply bill
or in the material attached to it and in the promotional materials sent

failure to conclude a contract for distribution network access and gas distribution with
anew gas supplier who has requested it, without evidence that the supplier has not
complied with the technical and commercial requirements for access to the distribution
network and gas distribution

failure of the DSO to publish a request template for distribution network access on its
wehsite

failure of the DSO to fulfill the obligation to publish on its website requirements for the
connection of gas market participant to the distribution system

failure of the DSO to publish on its website contract template on distribution system
connection

conducting business in the heating sector without a license or in breach of a license

5 4 0 0 4
0 3 0 0 3
1 1 0 0 2
1 1 0 0 2
0 1 0 0 1
1 0 0 0 1
0 1 0 0 1
25
1 0 0 0 1
1 0 0 0 1
0 1 0 0 1
0 1 0 0 1
0 1 0 0 1
0 1 0 0 1
0 0 1 0 1 1

657/2004

o} s Juof o) w|
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| Remedial measures

After finding a breach of the applicable legislation, the
Office imposes measures to remedy the shortcomings.
The Office imposed 20 remedial measures in the follow-
ing sectors:

= electricity 4
= gas 4
= heating 12

The Office ordered eight regqulated entities to return
to the heat consumers financial amounts representing the
difference between the charged price and the price that
was to be charged in accordance with the applicable reg-
ulations, in the total amount of 410 445.31 EUR, of which:

= 233 957.65 EUR to heat consumers (in the
variable maximum tariff component)

= 176 487.66 EUR to heat consumers (in the fixed
maximum tariff component)

The Office ordered one regulated entity to develop
business terms and conditions of electricity supply in ac-
cordance with the model business terms and conditions
of electricity supply and to submit them for approval to
the Office.

The Office imposed four measures on one regulated
entity, namely to submit a proposal for registration of
electricity supply as a licensed activity in the relevant
commercial register in accordance with the license; to
conclude a contract on distribution network access and
gas distribution with each gas supplier after they met the
commercial and technical conditions of the distribution
network access and gas distribution, within the time lim-
its specified in the approved grid code; to send monthly
electronic invoices for electricity distribution to individu-
al electricity suppliers together with a breakdown of in-
voiced items for each electricity customer’s meter point
located in the suppliers balance group within time limits
specified in the grid code and publish a sample contract
on the distribution network connection on its website.

m INSPECTIONS

The Office imposed two measures on one regulated
entity, namely to pay, pursuant to Section 10 (2) of De-
cree 236/2016 establishing quality standards for electric-
ity transmission, distribution and supply, a compensation
payment to the electricity customers listed in the annex
to the inspection report and to pay to the household gas
customers listed in the annex to the inspection report a
compensation payment pursuant to Section 12 f) of De-
cree 278/2012 establishing quality standards for gas stor-
age, transmission, distribution and supply as amended by
Decree 233/2016.

The Office imposed on one regulated entity a measure
to pay compensation payments pursuant to Section 12 e)
of Decree 278/2012 establishing quality standards for gas
storage, transmission, distribution and supply as amend-
ed by Decree 233/2016 in case of customer events (inci-
dents) specified in the inspection report, for non-compli-
ance with the gas supply quality standard in accordance
with Section 5 f) of Decree 278/2012 as amended by De-
cree 233/2016.

For three regulated entities, the Office did not im-
pose a measure to eliminate and remedy the shortcom-
ings found during the inspection, inasmuch the unduly
charged costs in the amount of 2 419.69 EUR had been
reimbursed to the heat customers already during the in-
spection.



| Imposing sanctions at the 1st level of administrative proceeding

Sanctions for breaching legal obligations

ADOPTED DECISIONS
|. ADMINISTRATIVE PROCEEDINGS BASED ON ONSITE INSPECTION FINDINGS 4 103700

failure to comply with notification obligation towards the Office 1l 6500

ADMINISTRATIVE PROCEEDINGS 2020

failure to submit the system operator's proposal of grid code/rules of operation
developed in accordance with the model grid code/rules of operation of electricity/
gas distribution and incorporating the market rules, to the Office for approval
Il. ADMINISTRATIVE PROCEEDINGS within 15 days of receipt of the license
BASED ON BREACHES FOUND

DURING OFF-SITE INSPECTIONS failure of the universal service provider to deliver to the Office gas price lists
published on its website before their entry into force and to provide information on
the change of the price of gas supply to household gas customers in a transparent
and comprehensible manner

1 6000

failure to submit quality standards 4 2000

TOTAL 58 118700

Selected key inspection performance | Impact of the corona crisis
indicators (2017 - 2020)

2020 was significantly affected by anti-epidemic meas-
300 — ures related to the spread of the new coronavirus COV-
262 ID-19. The performance of inspections was slowed down
due to the limitations of initiating and performing on-site
inspections, physical consultations as well as discussing
the inspection reports. The inspections were carried out
mainly electronically, with maximum regard to the pos-
sibilities of the inspected entities to communicate and
prepare the data required by the inspector. For these
reasons, far fewer new inspections were opened than in
an ordinary calendar year, and the overall performance of
onsite inspections was considerably hampered and sub-
dued.
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M on-site inspections ™ decisions on sanctions imposed
imposed remedial measures
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MONITORING OF

REGULATED ACTIVITIES

The Office monitors regulated entities’ activities to ensure
a balance between their interests and those of consumers.
The aim is to obtain the necessary information so that the
Office has sufficient tools available to verify the structure
and amounts of costs spent to carry out regulated activ-
ities, in order to establish transparent and non-discrimi-
natory regulation and to be able to prevent abuse of the
vertical integration of regulated entities. The monitoring
of the activities is carried out by monitoring compliance
with quality standards, key performance indicators, pro-
curement procedures and conclusion of contracts on the
provision of services within integrated undertakings.

Rules for assets, liabilities, costs
and revenues allocation

In order to prevent discrimination and cross-subsidies,
the Office approved upon requests from 30 eligible enti-
ties a total of 30 sets of rules for the allocation of assets,
liabilities, costs, revenues separately for each regulated
activity pursuant to Section 16 of Act 251/2012.

Key performance indicators
monitoring

The Office monitors the impact of tariff and non-tariff
regulation on the achieved economic results (profits/
losses) and economic efficiency of regulated entities in
electricity and gas through selected key economic per-
formance indicators.

m MONITORING OF REGULATED ACTIVITIES

In 2020, the Office monitored data from the separate
accounting records for 2019, receiving a total of 1322 re-
cords from market participants in the following structure:

= 1231 records from the electricity sector,

= 17 records from the gas sector,

=>» 74 records simultaneously from electricity and
gas.

Key performance indicators of selected electricity and
gas regulated entities for the monitored period were ful-
filled at an average of 77.29%, which shows the conditions
set by the Office in tariff and non-tariff regulation had
been adequately set.

| Quality standards

By monitoring quality standards, the Office protects the
consumer‘s right to receive, in the context of the dominant
position of a regulated entity, adequate quality for the
price that the consumer pays for energy and water. De-
crees establishing quality standards are primarily aimed
at protecting the consumer under the dominant position
of a requlated entity operating in one of the network sec-
tors. Compensation payments have a supporting function
in quality standards regulation. Quality standards regula-
tion aims to incentivise regulated entities to keep increas-



ing the level of compliance with quality standards and
also to motivate them to invest in ensuring and increasing
the infrastructure’s safety, stability and development.

No. of reviews and registered
events in electricity

Transmis- Distribu-
sion tion
No. of registered events 4
No. of registered events with a 0
breach of quality standards

Share of registered events with
a hreach of quality standards to 0.00%
registered events

7505409 1672733

18800 405

0.25% 0.02%

No. of reviews and registered events in gas

events

No. of registered
events with a
breach of quality
standards

1092758

Share of registered
events with a
hreach of quality
standards to
registered events

0.00% 9.3% 0.23% 0.03%

No. of reviews and registered
events in heating

oy

No. of registered events with a breach of

. 269
quality standards
Share of registered events with a breach
of quality standards to registered events

0.30%

No. of reviews and registered events in water

Drinking water Wastewater
supply collection
393 392

No. of reviews

No. of registered events o 48429
No. qf registered events with a breach of 801 15
quality standards

Share of registered events with a breach 8% 0.94%

of quality standards to registered events

Overview of compensation payments in 2020

Regulated activity

Transmission 0.00€
Distribution 311841.31€
Supply 14648.00 €
Total 326489.31€
Storage 0.00€
Transmission 0.00€
Distribution 8720.00€
Supply 12114.80€
Total 20834.80€
Supply 20170.64 €
m Total 2017064 €
Drinking water supply 128.29€
Wastewater collection 60.90€
Total 18919€

For 2020, a total of 367 683.94 EUR was paid to con-
sumers in compensation payments.

Procurement and service
level agreements

In order to create a level playing field on the market, the
Office monitors the activities of system operators to pre-
vent them from taking advantage of vertical integration.
A regulated entity which carries out a regulated activity
in the electricity or gas sector and is part of a vertically
integrated undertaking is obliged to submit a service level
agreement (SLA) or its amendment to the Office for ap-
proval. In the year under review, 19 SLAs were approved
by the Office.
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In order to ensure a higher degree of oversight and
efficiency of heat and water utility companies, in 2020 the
Office also started to monitor service level agreements
with integrated undertakings, if such agreements are con-
cluded by the heat and water utility companies outside
the public procurement process. At the end of the year,
two service level agreements concluded by an entity op-
erating in the heating sector with an integrated undertak-
ing were approved.

The purpose of approving service level agreements,
primarily the requirement that the regulated entity is
obliged to keep the costs incurred in carrying out the reg-
ulated activity proportionate, is cost optimisation.

Furthermore, the Office monitored transparency of
procurement of goods and services necessary for the
performance of regulated activities by entities which are
part of vertically integrated undertakings and operate in
electricity and gas.

Pursuant to Section 29(3) of Act 250/2012, the Office
registered 724 public tenders announced by 17 regulated
entities. Of the tenders announced in 2020 and in the pre-
vious period, 691 were completed and 52 were cancelled
in the year under review. Six tenders were closed without
a winner. As of 31 December 2020, 201 tenders were in
progress.

Pursuant to Section 29(4) of Act 250/2012, 100 reg-
ulated entities that are not vertically integrated reported
to the Office 683 contracts implemented with a value ex-
ceeding 300 000 EUR.

m MONITORING OF REGULATED ACTIVITIES

| Commercial and financial agreements

The Office monitors commercial and financial agreements
by a transmission system operator with another person
which is part of the same vertically integrated natural gas
undertaking in order to ensure its independence from
other parts of the vertically integrated undertaking.

The Office shall grant consent to the agreement or its
amendment if the TSO demonstrates that the terms of the
contract or the amendment correspond to usual business
terms, otherwise the Office shall not grant the consent.
In 2020, two commercial agreements were approved by
the Office.



INTERNATIONAL
ACTIVITIES AND REMIT

The dynamics of the development of the European ener-
gy markets are constantly increasing, and this continued
to be the case also in 2020. The climate change mitiga-
tion efforts were particularly important, with the main fo-
cus being on accelerating the transition to the generation
and consumption of clean energy.

The discussion of regulators clearly focused on trying
to create the right conditions for a successful function-
ing of the energy market, in particular on creating a mar-
ket design where individual elements of the whole value
chain will interact and will bring, in a coordinated manner
and based on innovative approaches of stakeholders, the
desired effect. The aim of this effort is to create a dynamic
and flexible energy market in a decentralized and tech-
nology-neutral way. A strong emphasis will be placed by
regulators in the future on the end consumer empower-
ment and their primary protection needs.

Despite the significant impact of COVID-19 on the
energy sector, which was manifested, inter alia, in reduc-
tion of energy consumption (EU average 5% compared
to 2019), decrease in CO2 emissions (EU average 7%), as
well as the impact on price stability, EU institutions and
regulators continued to pursue their ambitions, in particu-
lar in the following areas:

= efforts to meet EU‘s ambitious climate targets,
with the achievement of carbon neutrality by
2050,

=>» changes to the EU energy market - advances in
integration and new or reinforced cross-border
interconnection capacities, new or revised
common rules for the single market,

= the importance of RES - increasing volumes
of electricity and gas production from RES,
pursuit of binding targets at national level,

=> increased activity of ACER,

= strong emphasis on consumer empowerment.

A fully integrated, liquid and well-functioning energy
market is a prerequisite for secure energy supplies at af-
fordable prices. The development of internal markets will
therefore continue. The aim of the changes is to raise ac-
tive consumers (prosumers) in an environment of rapid-
ly changing market opportunities and to strengthen the
ability of the market to meet new challenges through the
introduction of aggregators who will provide the service
of flexibility of energy supply and demand.

INTERNATIONAL ACTIVITIES AND REMIT m



| Dimensions of the EU energy union

decarbonisation,

digitalisation,

decentralisation,

development, innovations and
competetiveness,

energy security,

a fully intergrated energy market,
energy efficiency.

L 20 70 2

EU legislative acts related to the Clean Energy Pack-
age, which were further discussed and progressively im-
plemented in national legislation during 2020:

= Energy Performance in Buildings: Directive (EU)
2018/844,

Governance of the Energy Union Regulation
(EU) 2018/1999,

Energy Efficiency Directive (EU) 2018/2002,
Renewable Energy Directive (EU) 2018/2001,
Electricity Regulation (EU) 2019/943,

Electricity Directive (EU) 2019/944,

Risk Preparedness Regulation (EU) 2019/941

L 28 20 K 72 7

Participationin
international activities

ACER adopted an increased number of decisions in 2020,
as a result of its new competences stemming from Reg-
ulation (EU) 2019/942 (ACER Regulation recast) as well
as of the increasingly complex rules for the functioning
of the single electricity market. The Agency also adopt-
ed and published, in cooperation with CEER and national
regulators, a number of joint monitoring papers and re-
ports as a result of mutual cooperation and efforts to in-
tegrate the markets.

The Office focused on a close cooperation with oth-
er regulators and, within ACER, participated in extensive
discussions and preparations of important documents
impacting the design and development of the European
single electricity market. URSO joined a coalition of nine
national regulators which succeeded in supporting a fair
and compromise proposal of the important methodology
for cost sharing of redispatching and countertrading in
the CORE capacity calculation region adopted by ACER.

m INTERNATIONAL ACTIVITIES AND REMIT

Another important issue was the interim day-ahead
electricity market coupling project based on NTC of the
MRC and 4M MC regions, which was supported by the Of-
fice and finally decided on by the Commission in Septem-
ber. The implementation of the project will take place pri-
or to the target solution of flow-based market coupling.

A milestone in the European intraday electricity mar-
ket coupling efforts was also the signing of the accession
agreements by SEPS and OKTE for SIDC/XBID.

Pathway to the European
single electricity market

create one common solution across Europe,
promote liquidity and trading on day-ahead
and intraday markets,

create optimal conditions for cross-border
trading and competition,

optimise cross-border transmission capacities,
introduce a coordinated mechanism for long-
term capacity calculation,

establish trading platforms and regulatory
instruments to avoid negative impact on the
final consumer.

VoY v VY

The European Commission organised Madrid, Florence
and Copenhagen Fora in which the Office participated.
Discussions focused on the need to gradually introduce
new elements of modern infrastructure as a basis for the
integrated energy system.

Within CEER and ACER, in cooperation with rep-
resentatives of other national regulators and while re-
specting national specificities, the Office focused on the
process of commenting on the various documents under
preparation, such as the hydrogen strategy or methane
emissions, the development of P2X facilities for electricity
generation from RES, while reflecting on the regulatory
framework for such activities (e.g. issuing guarantees of
origin), or the introduction of regulation for new or al-
ready used assets.

The gas sector has seen a move towards changes trig-
gered by the European Green Deal. Its framework should
be a new market design for renewable and decarbonised/
low-carbon gases.



| URSO and EU and non-EU institutions

European Commission

= In preparation for the revision of the ,,gas
package”, the Commission is stepping up the
process of implementation of measures and
investments in the integration of renewable
energy sources and development of low-carbon
hydrogen technologies (the Commission
published the relevant documents on hydrogen
strategy and methane emissions),

=>» decarbonisation of the economy remains a key
objective of the European Green Deal, as stated
in the EU ,Next Generation“ document, with
very clear ambitions to mobilise investments
and funding,

= emphasises the role of energy generation and
storage (electrolysers, the role of hydrogen,
batteries...),

=>» plans to release up to 340 billion euros over the
next decade for new solar and wind projects.
The 30-year strategy foresees that up to
470 billion euros will be spent on increasing
electrolyser capacities.

ERRA (Energy Regulators Regional Association)

=>» URSO as an ERRA full member participated
in the annual general assembly and also in
the (online) gala event marking the 20th
anniversary of the Association.

Energy Community
=>» The Office actively follows the development

in this organisation integrating also non-EU
countries.

| REMIT

Regulation (EU) 1227/2011 on the integrity and transpar-
ency of the wholesale energy market (REMIT) lays down
rules for market participants trading in the wholesale elec-
tricity and gas markets and prohibits insider trading and
market manipulation. By Act 250/2012 with effect from
1September 2012, the Office acquired the competence to
register Slovakia‘s market participants, investigate poten-
tial cases of market abuse and impose sanctions in case
of a breach.

In accordance with Commission Implementing Regula-
tion (EU) 1348/2014 on data reporting implementing Art.
8 (2) and (6) of REMIT, market participants are obliged to
register in the national register of market participants and
report data on wholesale transactions through registered
reporting mechanisms (RRM) certified by ACER.

As of 31 December 2020, a total of 124 market partici-
pants trading in Slovakia‘s wholesale energy market were
registered by the Office. The majority of the market par-
ticipants reported their transaction data to ACER through
two Slovakia‘s RRMs, OKTE and Solien.
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The year 2020 was marked by the COVID-19 pandemic,

but so far, from the point of view of consumer protection,
URSO did not observe that customers had a bigger prob- —

lem with paying for energy compared to previous years.

| The nature of the complaints

A large part of the complaints concerned the method of The Office also received some submissions which did
concluding energy supply contracts or switching of energy not belong within its competences and which were sub-
supplier. In the year under review, customers approached the sequently referred to the responsible authorities. Compared
Office as a result of errors in electricity or gas consumption to previous years, the number of complaints handled by the
metering, connection to the distribution system and quality Consumer Protection Department has stabilized.
of supply.

In 2020, the Office handled a total of 353 consumer sub-
missions/complaints.

No. of submissions received by the Office

N TR BTN TR

No. of complaints received 667 358 350 353

No. of complaints referred to other authorities 43 44 a4 50

No. of complaints solved by an answer/opinion 578 198 223 222

No. of complaints handled otherwise 46 116 86 81

m CONSUMER COMPLAINTS



ALTERNATIVE DISPUTE
RESOLUTION (ADR)

Since 2016, the Office has been a body for the alternative
dispute resolution in accordance with a special consumer
disputes regulation arising from Act 391/2015 on alterna-
tive dispute resolution as amended.

A total of 8 proposals were received by the Office.
The most common reason of submitting ADR proposals
in 2020, as in the previous period, was in particular disa-
greement or doubts about the correctness of consumption
invoicing by the regulated entity.

Consumers demanded the correctness of measured
consumption data and supplier billing be verified, and con-
sequently the bills be corrected.

In the year under review, the Office received one pro-

posal for an alternative dispute resolution pursuant to Sec-
tion 37 of Act no. 250/2012 Coll.

No. of disputes settled out-of-court

It can be stated that alternative dispute resolution in
the area of regulation of network industries is not widely
used, despite education by the Office among consumers.
This is probably due to the fact that it is easier for most
consumers to lodge a simple, often incomplete complaint
with the Office than to complete a simple but formalized
proposal and go through a standardized ADR procedure.

Alternative dispute settlement can be made more ef-
fective especially by raising consumer awareness of the
possibilities for resolving their issues.

No. of received ADR requests
No. of ADR requests pursuant to § 37 of Act 250/2012

No. of ADR requests pursuant to Act 391/2015

No. of unfinished disputes

6 2 1 1
22 9 18 8
6 0 0 0

ALTERNATIVE DISPUTE RESOLUTION (ADR) m



HANDLING OF

INFORMATION REQUESTS

Handling of requests pursuant

to Act No. 211/2000 Coll. on free
access to information (Freedom
of Information Act), as amended

According to Act 211/2000, the Office is defined as a per-
son obliged to disclose information. In 2020, the Office
registered 57 requests for making information available.

In 45 cases, the Office made the requested information
available, in five cases the requests were referred to the
relevant departments for direct handling, on the grounds
that they were not requests for disclosure of informa-
tion within the meaning of the Freedom of Information
Act.

One request for information, after the Office's reque-
st for amendment, was deferred and consequently, the
requester did not communicate further.

In four cases, the Office could not fulfill the request
because it did not have the information requested. Of
those one request was referred to the Chairman of the
Office as the second-instance body for further action,
inasmuch the requester appealed against the decision of
the first-instance body, the Office's Registry.

Another grounds for a request not being granted by
issuing a written decision and non-disclosing the reques-
ted information was based on a statement of the regula-
ted entity itself that it was a supporting document to a ta-
riff proposal and the regulated entity that had submitted

m HANDLING OF INFORMATION REQUESTS

the information to the Office for the purposes of a tariff
proceeding did not agree with the disclosure. At the same
time this commercial undertaking was not an obliged per-
son under the Freedom of Information Act.

One of the information requesters was advised to ad-
dress another obliged person, as the Office cannot subs-
titute the obligation of another obliged person, which by
its very status is obliged by law to disclose the requested
documents which have been requested from the Office.

Compared to 2019, when the Office registered 38 in-
formation requests, a slight increase can be noted. Simi-
larly, on several occasions, requesters requested various
expert opinions or statements which cannot be dealt with
under the Freedom of Information Act and were therefore
referred to the relevant department for handling. In other
cases, information was mostly provided in the field of RES
and CHP, as well as information related to business per-
mits, confirmations, licences, and tariff decisions them-
selves and their legal validity. 2020 also saw an interest
in the Office’'s Staff Regulations, as well as lists of court
cases, both completed and pending.



Statistics of the requests for information

Requests received

Requests granted

Information made available

Information made partly available

Information not made available

Decisions issued on making the information available

Requests referred to another competent department or public authority

Withdrawal of the request in part

Requests deferred

o J e J o J o
37 38 38 o7

0

36

38 57
30 45
1 0
0 5
0 1
5 5
0 0
2 1

Appeals against decisions on making the information not availahle

Appeals

Appeals rejected

2

2

1

1
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The Office met the binding financial indicators of the state
budget for the year under review and managed the allo-
cated funds as follows:

| Revenues

As of 31 December 2020, the total revenues reached
264 119 EUR. Of that figure, the fines imposed by the Office
on regulated companies in accordance with Act 250/2012
and paid by them were in the amount of 258 030 EUR
and other non-tax revenue in the amount of 6 089 EUR,
which in percentage terms represents the fulfilment of
the the binding revenue indicator at 114.83%.

| Expenditures

The approved total expenditure budget for 2020 amount-
ed to 4 650 445 EUR. As at 31 December 2020, the ap-
proved budget was adjusted to 4 971 175 EUR by the
Ministry of Finance of the Slovak Republic. The actual
spending as at 31 December 2020 was 4 968 528 EUR,
which represents 99.95% (a saving of 2 647 EUR).




LICENSES IN NETWORK
INDUSTRIES

a

In non-tariff regulation, the Office also decides on the
granting, amendment and revocation of licenses. Natural
and legal persons may carry out business in the electricity
and gas sectors on the basis of a license or a confirmation
of compliance with the notification obligation issued pur- Valid electricity licenses

suant to Act 251/2012.

07 |l 20 [ 209 m

Electricity licenses generation 2 2 ’
1 1 1
distribution 12 L 2
new licenses " L - & generation and supply 103 102 103
revoked licences 18 il d 5 generation, distribution and supply 2 2% 2
amended licenses n L ;L %8 distribution and supply 118 110 12

175 136 140
short-term market operator 1 1 1

electricity purchaser - - 1

TOTAL 439 388 398

2
1
1
105
24
114
161

410
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Confirmations of compliance with the
notification obligation in electricity

L Joar Qs fosfoan

No..u_f corllflrmatu?ns issued for new 61 59 20 m
entities/installations

No. of valid confirmations 2238 2350 2320 2394
No. of issued amended confirmations 81 122 124 133

Out of a total of 220 confirmations of compliance with
the notification obligation issued in 2020, 137 were issued
for the generation and supply of electricity in photovolta-
ic installations, 17 for the production and supply of elec-
tricity in small hydropower plants, 16 for the generation
and supply of electricity in biogas plants and seven con-
firmations for the generation and supply of electricity in
cogeneration units.

Confirmations of compliance with the notification obligation

No. of confirmations

Confirmations of compliance with the notification
obligation pursuant to Section 6 (4) of Act 251/2012

a) electricity generation and supply from units
with total installed capacity up to 1MW

small hydropower plants
wind power plants
photovoltaic installations
hiogas stations and wastewater treatment plants
CHP plants
¢) gas production and supply from hiogas
d) sale of compressed natural gas for motor vehicles propulsion
e] oil transport from extraction site to refinery
f) sale of liquefied gaseous hydrocarbons in pressure vessels

g) sale of liquefied gaseous hydrocarhon for motor vehicles
propulsion, including filling of motor vehicle fuel tanks with
liquefied gaseous hydrocarhons intended for motor vehicles
propulsion, with the exception of pressure vessels filling

h) transport of liquefied gaseous hydrocarhon in pressure vessels

Total
Confirmations of terminating the activity in 2020
Confirmations of terminating the activity in total

All confirmations issued in 2020 - new +
amended + terminating the activity

m LICENSES IN NETWORK INDUSTRIES

issued in 2020 for new
entities/ installations

No. of valid
confirmations as
of 31 Dec 2020

No. of issued amended

confirmations in 2020

135

187

1977
142
87

activities
may
overlap

120

2515

w
~n

281

220



Certificates of electricity
generation in a local source

Since 2019, the Office has also been exercising its com-
petence in the area of issuing certificates of electricity
generation in a local source pursuant to Act 309/20009. In

the first year of exercising this competence, a total of 10
certificates of electricity generation in a local source were
issued. In 2020, the number of certificates increased to
45. All these certificates were issued to electricity produc-
ers from photovoltaic installations.

Overview of received requests and issued decisions

fuels and oil 2 1

Overview of valid licenses

T T T ]
19 5 58 29 4

11 6 2
1 1 0
70 36 6

Overview of valid electricity licenses Overview of valid licenses - fuels and oil
pursuant to Section 6 (2) (a) and [|¥] of Act 251/2012 pursuant to Section 6 (2) (d), (e), (f) and (g) of Act 251/2012

generation 2
transmission 1
distribution 1
generation and supply 105
generation, distribution and supply 24
distribution and supply 14
supply 151
short-term market operator 1
electricity purchaser 1
Total 410
pursuant to Section 6 (2) (c) of Act 251/2012
production 1
transmission 1
distribution 4
distribution and supply 40
storage 2
supply 141
Total 190

fuel transportation pipeline operation 1
operation of pressure vessel filling equipment 16
oil transportation pipeline operation 2
operation of liquefied gaseous hydrocarbon distribution equipment 0

operation of pressure vessel filling equipment and operation of liquefied
gaseous hydrocarhon distribution equipment

—_

Total 20

In 2020, the number of valid energy licenses increased
by 31 (12 in electricity, 17 in gas and two in fuel and oil).

As of 31 December 2020, there were a total of 620
valid energy licenses, of which 410 in electricity, 190 in gas
and 20 in fuel and oil.
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| Heating licenses

The Office also grants, amends or revokes licenses in dis-
trict heating pursuant to Act 657/2004, namely for heat
generation, heat generation and distribution, heat distri-
bution.

Overview of received requests and issued decisions in heating

new licenses 1
revoked licenses 8
amended licenses 115
proceedings suspended 51
proceedings terminated 2
Total 187

Valid licenses in heating

heat generation and distribution 322
heat generation 12
heat distribution 14
Total 348

In heating, the Office issued a total of 11 new licens-
es. As of 31 December 2020, there were a total of 348
valid heating licenses, of which 322 for heat generation
and distribution, 12 for heat generation and 14 for heat
distribution.

m LICENSES IN NETWORK INDUSTRIES

Confirmations of registration
in the water sector

In order to carry out regulated activities in the water sec-
tor, the Office issues confirmations of registration pur-
suant to Section 23 of Act 250/2012. As of 31 December
2020, there were 663 regulated entities registered.
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