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IMPORTANT NOTICES

This Base Prospectus constitutes a base prospectus for the purposes of Article 5.4 of the Prospectus
Directive. When used in this Base Prospectus, “Prospectus Directive” means Directive 2003/71/EC,
as amended, and includes any relevant implementing measure in a relevant member state of the
European Economic Area (“EEA”).

The Issuer accepts responsibility for the information contained in this Base Prospectus and the Final
Terms or Drawdown Prospectus (each as defined below) for each Tranche (as defined herein) of
Notes issued under the Programme and declares that, having taken all reasonable care to ensure that
such is the case, the information contained in this Base Prospectus is, to the best of its knowledge, in
accordance with the facts and contains no omission likely to affect its import.

This Base Prospectus contains financial, operational and other information taken or derived from
Eurostat, the Statistical Office of the Slovak Republic, the National Bank of Slovakia, the Regulatory
Office for Network Industries (“RONI”), the annual reports of ZSE, SSE, VSE and SE, the
prospectus of EPH Financing SK, a.s., S&P, Ministry of Economy (the “External Data”) in the
“Description of the Issuer” section of this Base Prospectus. The External Data has not been
independently verified by the Issuer. The External Data was accurately reproduced by the Issuer in the
Base Prospectus, and as far as the Issuer is aware and is able to ascertain, no facts have been omitted
that would render the reproduced External Data inaccurate or misleading. The source of the External
Data is detailed in the relevant section of the Base Prospectus.

Each Tranche of Notes will be issued on the terms set out herein under “Terms and Conditions of the
Notes” (the “Conditions”) as completed by a document specific to such Tranche called final terms
(the “Final Terms”) or in a separate prospectus specific to such Tranche (the “Drawdown
Prospectus”) as described under “Final Terms and Drawdown Prospectuses” below. In the case of a
Tranche of Notes which is the subject of a Drawdown Prospectus, each reference in this Base
Prospectus to information being specified or identified in the relevant Final Terms shall be read and
construed as a reference to such information being specified or identified in the relevant Drawdown
Prospectus unless the context requires otherwise. This Base Prospectus must be read and construed
together with any amendments or supplements hereto and with any information incorporated by
reference herein and, in relation to any Tranche of Notes which is the subject of Final Terms, must be
read and construed together with the relevant Final Terms. For the avoidance of doubt, any websites
mentioned herein do not form part of this Base Prospectus.

The Conditions also contain provisions that allow for the substitution of the Issuer upon satisfaction of
certain conditions (see Condition 17 (Meetings of Noteholders; Modification and Substitution) for
further details).

The Issuer has confirmed to the Dealers named under “Subscription and Sale” below that this Base
Prospectus contains all information which is (in the context of the Programme, the issue, offering and
sale of the Notes) material; that such information is true and accurate in all material respects and is
not misleading in any material respect; that any opinions, predictions or intentions expressed herein
are honestly held or made and are not misleading in any material respect; that this Base Prospectus
does not omit to state any material fact necessary to make such information, opinions, predictions or
intentions (in the context of the Programme, the issue, offering and sale of the Notes) not misleading
in any material respect; and that all proper enquiries have been made to verify the foregoing.

No person has been authorised to give any information or to make any representation not contained in
or not consistent with this Base Prospectus or any other document entered into in relation to the
Programme or any information supplied by the Issuer or such other information as is in the public
domain and, if given or made, such information or representation should not be relied upon as having
been authorised by the Issuer or any Dealer.

Neither the Dealers nor any of their respective affiliates have authorised the whole or any part of this
Base Prospectus and none of them makes any representation or warranty or accepts any responsibility
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as to the accuracy or completeness of the information contained in this Base Prospectus. Neither the
delivery of this Base Prospectus or any Final Terms nor the offering, sale or delivery of any Note
shall, in any circumstances, create any implication that the information contained in this Base
Prospectus is true subsequent to the date hereof or the date upon which this Base Prospectus has been
most recently completed or that there has been no adverse change, or any event reasonably likely to
involve any adverse change, in the prospects or financial or trading position of the Issuer since the
date thereof or, if later, the date upon which this Base Prospectus has been most recently completed or
that any other information supplied in connection with the Programme is correct at any time
subsequent to the date on which it is supplied or, if different, the date indicated in the document
containing the same. The Dealers expressly do not undertake to review the financial condition or
affairs of the Issuer during the life of the Programme or to advise any investor in Notes issued under
the Programme of any information coming to their attention.

The distribution of this Base Prospectus and any Final Terms and the offering, sale and delivery of the
Notes in certain jurisdictions may be restricted by law. Persons into whose possession this Base
Prospectus or any Final Terms comes are required by the Issuer and the Dealers to inform themselves
about and to observe any such restrictions. For a description of certain restrictions on offers, sales and
deliveries of Notes and on the distribution of this Base Prospectus or any Final Terms and other
offering material relating to the Notes, see “Subscription and Sale”. In particular, Notes have not been
and will not be registered under the Securities Act and the Bearer Notes are subject to certain U.S. tax
law requirements. Subject to certain exceptions, the Notes may not be offered, sold, or, in the case of
Bearer Notes, delivered, within the United States or to or for the account or benefit of U.S. persons,
except in offshore transactions in reliance on Regulation S under the Securities Act.

MIFID Il product governance / target market — The Final Terms or Drawdown Prospectus in
respect of any Notes will include a legend entitled “MiFID II Product Governance” which will outline
the target market assessment in respect of the Notes and which channels for distribution of the Notes
are appropriate. Any person subsequently offering, selling or recommending the Notes (a
“distributor”) should take into consideration the target market assessment; however, a distributor
subject to Directive 2014/65/EU (as amended, “MIiFID 11”) is responsible for undertaking its own
target market assessment in respect of the Notes (by either adopting or refining the target market
assessment) and determining appropriate distribution channels.

A determination will be made in relation to each issue about whether, for the purpose of the MiFID
Product Governance rules under EU Delegated Directive 2017/593 (the “MiFID Product
Governance Rules”), any Dealer subscribing for any Notes is a manufacturer in respect of such
Notes, but otherwise neither the Arranger nor the Dealers nor any of their respective affiliates will be
a manufacturer for the purpose of the MIFID Product Governance Rules.

IMPORTANT - EEA RETAIL INVESTORS - If the Final Terms or Drawdown Prospectus in
respect of any Notes includes a legend entitled “Prohibition of Sales to EEA Retail Investors”, the
Notes are not intended to be offered, sold or otherwise made available to and should not be offered,
sold or otherwise made available to any retail investor in the EEA. For these purposes, a retail
investor means a person who is one (or more) of: (i) a retail client as defined in point (11) of
Article 4(1) of MiFID II; (ii) a customer within the meaning of Directive 2002/92/EC (“IMD”), where
that customer would not qualify as a professional client as defined in point (10) of Article 4(1) of
MIFID II; or (iii) not a qualified investor as defined in the Prospectus Directive. Consequently no key
information document required by Regulation (EU) No 1286/2014 (the “PRIIPs Regulation™) for
offering or selling the Notes or otherwise making them available to retail investors in the EEA has
been prepared and therefore offering or selling the Notes or otherwise making them available to any
retail investor in the EEA may be unlawful under the PRIIPs Regulation.

Amounts payable on Floating Rate Notes will be calculated by reference to one of LIBOR or
EURIBOR as specified in the relevant Final Terms or Drawdown Prospectus. As at the date of this
Base Prospectus, the administrators of LIBOR and EURIBOR are included in ESMA’s register of
administrators under Article 36 of the Regulation (EU) No. 2016/1011.
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Neither this Base Prospectus nor any Final Terms constitutes an offer or an invitation to subscribe for
or purchase any Notes and should not be considered as a recommendation by the Issuer, the Dealers
or any of them that any recipient of this Base Prospectus or any Final Terms should subscribe for or
purchase any Notes. Each recipient of this Base Prospectus or any Final Terms shall be taken to have
made its own investigation and appraisal of the condition (financial or otherwise) of the Issuer.

The maximum aggregate principal amount of Notes outstanding at any one time under the Programme
will not exceed EUR 1,000,000,000 (and for this purpose, any Notes denominated in another currency
shall be translated into euro at the date of the agreement to issue such Notes (calculated in accordance
with the provisions of the Dealer Agreement). The maximum aggregate principal amount of Notes
which may be outstanding at any one time under the Programme may be increased from time to time,
subject to compliance with the relevant provisions of the Dealer Agreement as defined under
“Subscription and Sale”.

In this Base Prospectus, unless otherwise specified, references to a “Member State” are references to
a Member State of the European Economic Area, references to “EUR” or “euro” are to the currency
introduced at the start of the third stage of European economic and monetary union, and as defined in
Article 2 of Council Regulation (EC) No 974/98 of 3 May 1998 on the introduction of the euro, as
amended.

Suitability of Investment

The Notes may not be a suitable investment for all investors. Each potential investor in the Notes
must determine the suitability of that investment in light of its own circumstances. In particular, each
potential investor may wish to consider, either on its own or with the help of its financial and other
professional advisers, whether it:

Q) has sufficient knowledge and experience to make a meaningful evaluation of the Notes, the
merits and risks of investing in the Notes and the information contained or incorporated by
reference in this Base Prospectus or any applicable supplement;

(i) has access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the Notes and the impact the Notes will have
on its overall investment portfolio;

(iii) has sufficient financial resources and liquidity to bear all of the risks of an investment in the
Notes, including Notes where the currency for principal or interest payments is different from
the potential investor’s currency;

(iv) understands thoroughly the terms of the Notes and is familiar with the behaviour of financial
markets; and

(v) is able to evaluate possible scenarios for economic, interest rate and other factors that may
affect its investment and its ability to bear the applicable risks.

Legal investment considerations may restrict certain investments. The investment activities of certain
investors are subject to investment laws and regulations, or review or regulation by certain authorities.
Each potential investor should consult its legal advisers to determine whether and to what extent
(1) Notes are legal investments for it, (2) Notes can be used as collateral for various types of
borrowing and (3) other restrictions apply to its purchase or pledge of any Notes. Financial
institutions should consult their legal advisers or the appropriate regulators to determine the
appropriate treatment of Notes under any applicable risk-based capital or similar rules.

Stabilisation

In connection with the issue of any Tranche of Notes, a Dealer or Dealers (if any) acting as
Stabilisation Manager(s) (or persons acting on behalf of any Stabilisation Manager(s)) may
over-allot Notes or effect transactions with a view to supporting the market price of the Notes at
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a level higher than that which might otherwise prevail. However, stabilisation may not
necessarily occur. Any stabilisation action may begin on or after the date on which adequate
public disclosure of the terms of the offer of the relevant Tranche of Notes is made and, if
begun, may cease at any time, but it must end no later than the earlier of 30 days after the issue
date of the relevant Tranche of Notes and 60 days after the date of the allotment of the relevant
Tranche of Notes. Any stabilisation action or over-allotment must be conducted by the
Stabilisation Manager(s) (or persons acting on behalf of the Stabilisation Manager(s)) in
accordance with all applicable laws and rules.

(iv)



PRESENTATION OF FINANCIAL AND OTHER INFORMATION

The audited consolidated financial statements of the Group for the years ended 31 December 2017
and 31 December 2016 (the “Financial Statements”), are set out on pages F-1 to F-50 in this Base
Prospectus.

The Financial Statements have been prepared in accordance with the International Financial
Reporting Standards as adopted by the European Union (“IFRS”). Presentation of financial
information in accordance with IFRS requires management to make various estimates and
assumptions which may impact the values shown in the financial statements and notes thereto. The
actual values may differ from such assumptions.

The Financial Statements are presented in EUR, the functional currency of the Company and the
presentation currency of the Group. Furthermore, unless otherwise indicated, financial and statistical
data included in this Base Prospectus is expressed in EUR thousand.

Certain figures included in this Base Prospectus have been subject to rounding adjustments and
presented in EUR million or EUR billion (not in EUR thousand as in the Financial Statements).
Accordingly, in certain instances the sum of numbers in a column or a row in tables contained in this
Base Prospectus may not conform exactly to the total figure given for that column or row. Some
percentages in the tables in this Base Prospectus have also been rounded, and accordingly the totals in
these tables may not exactly add up to 100 per cent. Percentage changes during the compared periods
were computed on the basis of the original (not rounded) amounts.

All financial data included in the “Description of the Issuer” in this Base Prospectus has been
prepared on a consolidated basis, unless indicated otherwise.

Included in this Prospectus are certain measures that are not measures defined by IFRS and
representing alternative performance measures as defined in the ESMA Guidelines on Alternative
Performance Measures (“APMSs”), including EBITDA. Such APMs do not provide a sufficient basis
to compare the Group’s performance with that of other companies and should not be considered in
isolation or as a substitute for operating income or any other measure as an indicator of operating
performance or as an alternative to cash generated from operating activities as a measure of liquidity.
In addition, these APMs should not be used instead of, or considered as an alternative to, the Group’s
historical financial results as reported in the Financial Statements. The Group presented these APMs
because it believes they are helpful to investors and financial analysts in highlighting trends in our
overall business. EBITDA is defined as earnings before interest, taxes, depreciation and amortisation
and reconciliation of EBITDA of the Group for the years ended 31 December 2017 and 2016 to profit
before interest and taxes is set out in note 26 to the Financial Statements.
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OVERVIEW OF THE PROGRAMME

The following overview does not purport to be complete and is taken from, and is qualified in its entirety by,
the remainder of this Base Prospectus and, in relation to the terms and conditions of any particular Tranche

of Notes, the applicable Final Terms.

This overview constitutes a general description of the Programme for the purposes of Article 22.5(3) of
Commission Regulation (EC) No 809/2004 implementing Directive 2003/71/EC.

Words and expressions defined in the “Terms and Conditions of the Notes” below or elsewhere in this Base
Prospectus have the same meanings in this overview.

Issuer:

Risk Factors:

Description
Arranger:

Dealers:

Certain Restrictions

Fiscal Agent:

Final Terms or Drawdown

Prospectus:

Listing and Trading:

Clearing Systems:

Programme Size:

Issuance in Series:

Zapadoslovenska energetika, a.s.

Investing in Notes issued under the Programme involves certain risks.
The principal risk factors that may affect the abilities of the Issuer to
fulfil its obligations under the Notes are discussed under “Risk Factors”
below.

Euro Medium Term Note Programme.
Citigroup Global Markets Limited.

Citigroup Global Markets Limited, UniCredit Bank AG and any other
Dealer appointed from time to time by the Issuer either generally in
respect of the Programme or in relation to a particular Tranche of Notes.

Each issue of Notes denominated in a currency in respect of which
particular laws, guidelines, regulations, restrictions or reporting
requirements apply will only be issued in circumstances which comply
with such laws, guidelines, regulations, restrictions or reporting
requirements from time to time (see “Subscription and Sale”).

Citibank, N.A., London Branch.

Notes issued under the Programme may be issued either (1) pursuant to
this Base Prospectus and associated Final Terms or (2) pursuant to a
Drawdown Prospectus. The terms and conditions applicable to any
particular Tranche of Notes will be the Terms and Conditions of the
Notes as completed to the extent described in the relevant Final Terms
or, as the case may be the relevant Drawdown Prospectus.

Application has been made for the Notes to be admitted to the Official
List and to trading on the Main Securities Market.

Euroclear SA/NV (“Euroclear”) and/or Clearstream Banking, S.A.
(“Clearstream, Luxembourg”) and/or, in relation to any Tranche of
Notes, any other clearing system as may be specified in the relevant
Final Terms or the relevant Drawdown Prospectus.

Up to EUR 1,000,000,000 (or its equivalent in other currencies
calculated as described in the Dealer Agreement) outstanding at any
time. The Issuer may increase the amount of the Programme in
accordance with the terms of the Dealer Agreement.

Notes will be issued in Series. Each Series may comprise one or more
Tranches issued on different issue dates. The Notes of each Series will
all be subject to identical terms, except that the issue date and the
amount of the first payment of interest may be different in respect of
different Tranches. The Notes of each Tranche will all be subject to
identical terms in all respects save that a Tranche may comprise Notes



Forms of Notes:

Currencies:

Status of the Notes:

Issue Price:

Maturities:

of different denominations.
Notes may be issued in bearer form or in registered form.

Each Tranche of Bearer Notes will initially be in the form of either a
Temporary Global Note or a Permanent Global Note, in each case as
specified in the relevant Final Terms or the relevant Drawdown
Prospectus. Each Global Note which is not intended to be issued in new
global note form (a “Classic Global Note” or “CGN?”), as specified in
the relevant Final Terms or the relevant Drawdown Prospectus, will be
deposited on or around the relevant issue date with a depositary or a
common depositary for Euroclear and/or Clearstream, Luxembourg
and/or any other relevant clearing system and each Global Note which is
intended to be issued in new global note form (a “New Global Note” or
“NGN?”), as specified in the relevant Final Terms or the relevant
Drawdown Prospectus, will be deposited on or around the relevant issue
date with a common safekeeper for Euroclear and/or Clearstream,
Luxembourg. Each Temporary Global Note will be exchangeable for a
Permanent Global Note or, if so specified in the relevant Final Terms or
the relevant Drawdown Prospectus, for Definitive Notes. If the TEFRA
D Rules are specified in the relevant Final Terms or the relevant
Drawdown Prospectus as applicable, certification as to non-U.S.
beneficial ownership will be a condition precedent to any exchange of
an interest in a Temporary Global Note or receipt of any payment of
interest in respect of a Temporary Global Note. Each Permanent Global
Note will be exchangeable for Definitive Notes in accordance with its
terms. Definitive Notes will, if interest-bearing, have Coupons attached
and, if appropriate, a Talon for further Coupons.

Each Tranche of Notes represented by a Global Registered Note will
either be: (a) in the case of a Note which is not to be held under the new
safekeeping structure (“New Safekeeping Structure” or “NSS”),
registered in the name of a common depositary (or its nominee) for
Euroclear and/or Clearstream, Luxembourg and/or any other relevant
clearing system and the relevant Global Registered Note will be
deposited on or about the issue date with the common depositary; or
(b) in the case of a Note to be held under the New Safekeeping
Structure, be registered in the name of a common safekeeper (or its
nominee) for Euroclear and/or Clearstream, Luxembourg and/or any
other relevant clearing system and the relevant Global Registered Note
will be deposited on or about the issue date with the common safekeeper
for Euroclear and/or Clearstream, Luxembourg.

Notes may be denominated in euro or in any other currency, subject to
compliance with all applicable legal and/or regulatory and/or central
bank requirements.

Notes will be issued on an unsubordinated basis.

Notes may be issued at any price as specified in the relevant Final
Terms or the relevant Drawdown Prospectus. The price and amount of
Notes to be issued under the Programme will be determined by the
Issuer and the relevant Dealer(s) at the time of issue in accordance with
prevailing market conditions.

Any maturity that is in compliance with all applicable legal and/or
regulatory and/or central bank requirements.

Where Notes have a maturity of less than one year and either (a) the



Redemption:

Optional Redemption:

Tax Redemption:

Substitution of the Issuer:

Interest:

Denominations:

Negative Pledge:

Cross Default:

Taxation:

issue proceeds are received by the Issuer in the United Kingdom or
(b) the activity of issuing the Notes is carried on from an establishment
maintained by the Issuer in the United Kingdom, such Notes must:
(i) have a minimum redemption value of £100,000 (or its equivalent in
other currencies) and be issued only to persons whose ordinary activities
involve them in acquiring, holding, managing or disposing of
investments (as principal or agent) for the purposes of their businesses
or who it is reasonable to expect will acquire, hold, manage or dispose
of investments (as principal or agent) for the purposes of their
businesses; or (ii) be issued in other circumstances which do not
constitute a contravention of section 19 of the Financial Services and
Markets Act 2000, as amended (the “FSMA”) by the Issuer.

Notes may be redeemable at par or at such other Redemption Amount as
may be specified in the relevant Final Terms or the relevant Drawdown
Prospectus.

If so specified in the relevant Final Terms or the relevant Drawdown
Prospectus, the Notes may be redeemed prior to their stated maturity at
the option of the Issuer in accordance with Condition 9(c) (Redemption
at the option of the Issuer) and/or Condition 9(d) (Redemption at the
option of the Issuer at the Make-Whole Amount) and/or the Noteholders
in accordance with Condition 9(f) (Redemption at the option of
Noteholders) or Condition 9(g) (Redemption on Change of Control).

Except as described in “Optional Redemption” above, early redemption
will only be permitted for tax reasons as described in Condition 9(b)
(Redemption for tax reasons).

The Conditions allow, without the consent of the Noteholders, for the
substitution of the Issuer as principal debtor under the Notes provided
that certain conditions described in Condition 17(c) (Substitution) are
fulfilled, including a requirement that ZSE guarantees such Notes, and
that the Guarantee in respect of the Notes is fully effective in relation to
the obligations of the Substituted Debtor.

Notes may be interest-bearing or non-interest bearing. Interest (if any)
may accrue at a fixed rate or a floating rate and the method of
calculating interest may vary between the issue date and the maturity
date of the relevant Series.

No Notes may be issued under the Programme which (a) have a
minimum denomination of less than EUR 100,000 (or the equivalent in
another currency), or (b) carry the right to acquire shares (or transferable
securities equivalent to shares) issued by the Issuer or by any entity to
whose group the Issuer belongs. Subject thereto, the Notes will be
issued in such denominations as may be specified in the relevant Final
Terms or the relevant Drawdown Prospectus, subject to compliance with
all applicable legal and/or regulatory and/or central bank requirements.

The Notes will have the benefit of a negative pledge as described in
Condition 5 (Negative Pledge).

The Notes will have the benefit of a cross default as described in
Condition 13 (Events of Default).

All payments in respect of Notes will be made free and clear of
withholding taxes of the Slovak Republic, unless the withholding is
required by law. In that event, the Issuer will (subject as provided in



Governing Law:

Enforcement of Notes in Global
Form:

Ratings:

Selling Restrictions:

Condition 12 (Taxation)) pay such additional amounts as will result in
the Noteholders receiving such amounts as they would have received in
respect of such Notes had no such withholding been required.

English law.

In the case of Global Notes, individual investors’ rights against the
Issuer will be governed by a Deed of Covenant dated 15 February 2018,
a copy of which will be available for inspection at the specified office of
the Fiscal Agent.

The Issuer has been rated “A-” by S&P. S&P is established in the
European Union and registered under the CRA Regulation and is
included in the list of credit rating agencies published by ESMA on its
website in accordance with the CRA Regulation. Notes issued under this
Programme may be rated or unrated. Where a Series of notes is rated,
such rating will not necessarily be the same as the rating assigned to the
Issuer by S&P.

A security rating is not a recommendation to buy, sell or hold
securities and may be subject to suspension, reduction or
withdrawal at any time by the assigning rating agency.

For a description of certain restrictions on offers, sales and deliveries of
Notes and on the distribution of offering material in the United States of
America, the European Economic Area, the United Kingdom and the
Slovak Republic, see “Subscription and Sale” below.



RISK FACTORS

In purchasing Notes, investors assume the risk that the Issuer may become insolvent or otherwise be unable to
make all payments due in respect of the Notes. You should carefully consider the following information about
these risks, together with the information contained elsewhere in this Base Prospectus, before deciding to buy
any Notes. Each of these risks could have a material adverse effect on the Group’s business, financial
condition, results of operations, future prospects or the trading price of the Notes, and investors could lose all
or part of their investment. The Issuer has described the risks and uncertainties that it believes are material,
but these risks and uncertainties may not be the only ones the Group faces. Additional risks and uncertainties
relating to the Group that are not currently known to the Issuer, or that the Issuer currently deems immaterial,
may also have an adverse effect on the Group’s business, results of operations, financial condition and future
prospects. If this occurs, the trading price of the Notes may decline, and investors could lose all or part of
their investment.

The following risks relate to the Group’s business and the environment in which the Group operates. The
order in which the risks are presented does not necessarily reflect the likelihood of their occurrence or the
magnitude of their potential impact on the Group’s business, results of operations, financial condition, future
prospects or the trading price of the Notes.

Investors should consider carefully whether an investment in the Notes is suitable for them in light of the
information in this Base Prospectus and their personal circumstances.

Risks related to the Group’s business and industries generally

The Group’s operations are located primarily in the Slovak Republic. As a public utility, its business,
results of operations and financial condition are significantly affected by economic conditions in the
Slovak Republic and any significant economic downturn in the Slovak Republic or any significant political,
economic or legal uncertainties affecting the Slovak Republic could have a material adverse effect on the
Group

Substantially all of the Group’s operations are located in the Slovak Republic and the Group is therefore
exposed to economic risks associated with the Slovak Republic. The Group’s business, results of operations
and financial condition are dependent on the performance of the Slovak Republic’s economy as the level of
economic activity in the Slovak Republic may have an effect on the consumption of electricity and gas and,
consequently, demand for the Group’s distribution and supply services.

The economy of the Slovak Republic is vulnerable to external shocks. A significant decline in the economic
growth of any of the country’s trading partners, in particular Germany and other member states of the EU,
could in the future have an adverse effect on the Slovak Republic’s balance of trade and adversely affect its
economic growth.

In addition, because international investors reactions to the events occurring in one market may demonstrate a
“contagion” effect, in which an entire region or class of investment is disfavoured by international investors,
the Slovak Republic could be adversely affected by negative economic or financial developments in other
European countries or countries with credit ratings similar to those of the Slovak Republic.

There can be no assurance that any slowdown or economic decline such as those described above or similar
events will not negatively affect investor confidence in markets relevant for the Group’s business. Any of such
economic decline or similar events could have a material adverse effect on the Group’s business, results of
operations and financial condition.

A future economic downturn could also have a negative impact on the gas and power industries generally.
There may be reduced demand for gas and power as a result of a future economic decline, which could result
in a decrease of electricity supplied and distributed by the Group and gas supplied by the Group. Moreover,
the Group’s large fixed asset base may make it difficult to rapidly adjust its fixed costs downward when
demand for the Group’s products declines unexpectedly. In addition, such events could have an adverse
impact on the Slovak Republic’s economy and its ability to raise capital in the external debt markets in the
future.



Further, the tightening of credit availability in the financial markets could adversely affect the Group’s
commercial customers’ creditworthiness and their ability to obtain financing for their operations. This could
result in a decrease in the demand for electricity and gas, the restructuring of agreements with the Group’s
customers (including price reductions) or the inability to collect payments from the customers. If any of the
foregoing occurs, the Group’s business, results of operations and financial condition could be materially
adversely affected.

Similarly, any changes in economic, tax, regulatory, administrative or other conditions or policies of the
Slovak government, as well as political or economic developments in the Slovak Republic over which the
Group has no control, could have a significant effect on the Slovak economy, which in turn could have a
material adverse effect on the Group’s business, results of operations and financial condition.

The Group is subject to extensive regulation and licensing requirements and any adverse change in
regulation and licensing requirements could have a negative effect on the Group. The Group may also be
subject to liabilities as a result of any violation of applicable regulations or may be materially adversely
affected by any loss of material licences

The Group is subject to extensive regulation in conducting its business; see “Regulation, Environment and
Health and Safety”. Any failure by the Group to comply with applicable regulations could result in a range of
administrative, civil and criminal penalties and other liabilities and could also materially negatively impact the
Group’s reputation.

The Third EU Energy Package was implemented in the Slovak Republic in 2012. The Group is in compliance
with the new regulatory regime. However, the relevant authorities in the Slovak Republic (mainly the
Regulatory Office for Network Industries (“RONI”)) and the EU may enforce existing regulations more
strictly than they have done in the past and may in the future impose stricter standards, or higher levels of
fines and penalties for violations, than those which are in effect at present. The Group’s core activities of
distribution of electricity and the supply of electricity and gas require licences issued by RONI, which are
granted for an indefinite period. However, the licences can be revoked by RONI if there is any material
breach of the Energy Act or other regulations. Any failure to maintain the licences necessary for the operation
of the Group’s business and the execution of its strategy could have a material adverse effect on its business,
results of operations and financial condition. In addition, it is possible that future changes in regulation and
licensing requirements could have an adverse effect on the Group.

Changes in regulated tariffs could have an adverse effect on the Group’s business, results of operations
and financial condition

Although the energy sector in the Slovak Republic has been gradually liberalised since 2001, the Group is still
subject to a substantial degree of regulation, particularly with respect to the applicable tariffs.

A significant portion of the Group’s revenue from electricity distribution and supply of electricity and gas is
derived from the regulated tariff rates it charges its customers. The part of the Group’s business subject to
regulated tariffs accounted for 94 per cent. of the Group’s EBITDA in 2016 and 94 per cent. of the Group’s
EBITDA in 2017. See “Business” for further details on the composition of the Group’s regulated EBITDA
and “Regulation, Environment and Health and Safety—Price Regulation” for further details on the tariff
system.

As a result, the Group is affected by the pricing decisions of RONI for distribution tariffs and regulated
electricity and gas supply prices. RONI may delay or limit tariff rate increases or may adopt a methodology
for the calculation of regulated prices which is less favourable to the Group than the existing system. For
example, RONI has discretion when determining certain variables in tariff calculation formulae, including the
value of the regulatory asset base, technical lifetimes of assets and cost of capital. Although RONI is required
to apply transparent and justifiable methodology and legal remedies might be available to the Group in some
cases, any delays, mistakes or negative changes affecting RONI’s pricing decisions could have an adverse
effect on the Group’s business, results of operations and financial condition.



Policy decisions on increased support of renewable energy sources and highly efficient cogeneration could
have an adverse effect on the Group’s business, results of operations and financial condition

The Slovak Republic currently operates a system of subsidies to support electricity generation from renewable
energy sources and highly efficient cogeneration (“RES”), such as combined heat and power production
plants. The Group is obliged to purchase electricity from operators of RES which meet certain criteria at a
price which substantially exceeds the market price. The Group is also obliged to prioritise the supply of such
electricity over supply from other sources. The additional costs incurred by the Group in these activities are
generally recoverable through a special tariff charged to the end consumers and self-producers. However, the
amount of such tariff and the time for recovery of these costs depends on a number of conditions and factors,
including approval by RONI and the degree of volatility in generation from RES. Any deficit or surplus
resulting from support for RES should be compensated by RONI through a correction mechanism over two
years, which can result in a cash flow disadvantage to the Group in the interim period until the Group recovers
the costs. See “Regulation, Environment and Health and Safety—Support of Renewable Energy” for further
details.

Although ZSE is currently not aware of any planned extension of support for RES, any such decision in the
future could increase the adverse effect of the support system on the Group’s business, results of operations
and financial condition.

The Group could incur unforeseen taxes, tax penalties and sanctions which could adversely affect its
business, results of operations and financial condition

Tax laws, including those relating to the energy industry in the Slovak Republic, and their interpretation, may
change in the future, possibly with retrospective effect. Significant tax disputes with tax authorities, any
change in the tax status of any member of the Group and any change in Slovak taxation legislation or its scope
or interpretation could also affect the Group’s business, results of operations and financial condition.

Since 1 September 2012 the Group has been subject to a special levy applicable to businesses in regulated
industries, which includes the energy sector. The levy is payable if the profit of the relevant regulated entity
exceeds EUR 3 million. The basis for calculation of the levy is the financial result (profit) for the relevant year
multiplied by a specific coefficient (calculated as a ratio between the revenues from regulated activities and
total revenues). The levy is payable on monthly basis. The current monthly levy rate is 0.00726 per cent and
the levy rate will be decreased to 0.00545 per cent. with effect from 1 January 2019 and then further to
0.00363 per cent. with effect from 1 January 2021. In 2017, the Group incurred costs of EUR 5.5 million in
respect of this levy compared to EUR 3.8 million in 2016.

The Group is exposed to increased competition in the electricity and gas markets in the Slovak Republic

The Group is the natural monopoly distributor of electricity in the western part of the Slovak Republic and this
activity generated 88 per cent. of the Group’s EBITDA in 2017. See “Business—Distribution” for further
details. However, with regard to the supply of electricity and gas, the Group operates in an increasingly
competitive market.

The Group competes with up to 30 major suppliers of electricity and gas in the Slovak Republic and some of
these companies may have greater financial or technical resources than the Group or other competitive
advantages. In particular, the dominant gas supplier in the Slovak Republic, Slovensky plynarensky
priemysel, a.s. (“SPP”), has begun to supply electricity as well and is expected to extend its market share
through its ability to cross-sell electricity to its existing gas supply customer base. In addition, SE Predaj (a
subsidiary of the dominant Slovak electricity producer, Slovenské elektrarne, a.s.) is actively seeking to
enlarge its customer base whereas CEZ (a major regional energy group based in the Czech Republic)
transferred its retail business to Vychodoslovenska energetika, a.s. (“VSE”). As a result of the increasing
competition, the rate of customer churn in the Slovak electricity supply market may increase despite it having
been relatively stable in recent years. According to RONI, 73,008 electricity consumers (2.92 per cent.)
changed their supplier in 2016 compared to 70,278 customers (2.84 per cent.) in 2015 and 68,066 customers
(2.77 per cent.) in 2014.

If a significant number of the Group’s electricity customers choose to switch their supplier, the Group’s
supply business and results of operations could be significantly adversely affected.



The Group’s revenues, costs and results of operations are influenced by weather conditions and seasonal
variations that are not within its control

Electricity and gas consumption is seasonal and is mainly affected by weather conditions. In Europe,
electricity consumption is generally higher during the autumn and winter months, and the Group generally
experiences higher demand during the colder months of October through March and lower demand during the
warmer months of April through September. As a result of these seasonal patterns, the Group’s sales and
results of operations are higher in the first and fourth quarters and lower in the second and third quarters.
Sales and results of operations for all of the Group’s energy operations can be negatively affected by periods
of unseasonably warm weather during the autumn and winter months. The Group expects seasonal and
weather-related fluctuations in its sales and results of operations to continue in the future.

An unexpected disruption to the supply of electricity and gas could materially and adversely affect the
Group’s business, results of operations and financial condition

The Group does not operate any material electricity or gas generation facilities. A significant proportion of
the Group’s supplied electricity is purchased from Slovenské elektrarne a.s., the dominant Slovak producer of
electricity. Currently, the Group is experiencing no difficulties with the supply of electricity and gas, because
there is sufficient electricity generation capacity in the Slovak Republic and the country’s consumption and
generation of electricity is almost balanced. Slovak electricity and gas transmission grids are well connected
to neighbouring countries (Ukraine, Czech Republic, Poland and Hungary) allowing for imports of large
volumes of electricity and gas. However, an unexpected disruption to the supply of electricity and gas
purchased from third parties, however caused, or any disruption to the cross-border transmission of gas and
electricity, would have a material adverse effect on the Group’s business, results of operations and financial
condition.

An unexpected increase in the costs of electricity and gas could materially and adversely affect the Group’s
business, results of operations and financial condition

A significant portion of the Group’s expenses are its costs of purchasing electricity and gas, which are heavily
influenced by prices in the world market for electricity, gas and fuel oil and other commaodities, such as coal
or uranium. The prices for such commodities have historically been volatile and there is no guarantee that
prices will remain within projected levels. In order to manage their volatility, the Group implements an
effective hedging and risk management strategy. However, there can be no assurance that these measures will
be effective at all times to manage the risk of material changes in gas and electricity prices and the Group
could experience significant price rises which are not adequately hedged and which can adversely affect its
business, results of operations and financial condition.

The Group is vulnerable to any changes in demand for electricity and gas that may occur, and to increases
in the levels of its overdue receivables

In the ordinary course of business, the Group is exposed to the risk of a reduction in demand for its electricity
and gas, in particular by its commercial and industrial customer base. The demand for the Group’s electricity
and gas is principally driven by the level of economic activity in the Slovak Republic. See “—The Group’s
operations are located primarily in the Slovak Republic. As a public utility, its business, results of operations
and financial condition are significantly affected by economic conditions in the Slovak Republic and any
significant economic downturn in the Slovak Republic or any significant political, economic or legal
uncertainties affecting the Slovak Republic could have a material adverse effect on the Group.”. A significant
part of the Group’s revenues from electricity distribution are fixed and do not depend on the amount of
electricity consumed, but the Group’s revenues are still affected by economic cycles and general economic
conditions. Any economic slowdown typically leads to a reduction in electricity and gas consumption and this
has an adverse effect on the Group’s business, results of operations and financial condition. Distribution tariff
calculation methodology includes assumptions of the electricity distribution volume. If the actual distribution
volume falls below the assumption, the Group’s revenues from electricity distribution will be negatively
impacted through a smaller part of allowed revenues being allocated to the variable tariffs dependent on
consumption.

As at 31 December 2017, the Group’s recorded provision for impairment of receivables amounted to EUR
29.2 million compared to EUR 29.7 million as at 31 December 2016. As at 31 December 2017, a significant



proportion of these impaired trade receivables were more than one year overdue. The Group is able to take
legal action against its defaulting customers to seek to recover amounts outstanding, although the timing and
amount of such recovery is uncertain. Any material increase in overdue receivables, increased delays in
payment times or write-offs could have a significant adverse effect on the Group’s business, results of
operations and financial condition.

A default by any of the Group’s counterparties (including its partners, contractors, subcontractors and
suppliers) may affect the Group’s business, results of operations and financial condition

Group companies enter into contracts with a range of counterparties, including contractors, subcontractors,
architects, engineers, operators, other service providers, suppliers and customers and, accordingly, the Group
is subject to the risk that a counterparty will default on its contractual obligations and that any guarantee or
performance bond in respect of such obligations will not be honoured. The Group’s counterparties may
default on their obligations for a number of reasons, including as a result of their bankruptcy, a lack of
liquidity or operational failure. Any default by the Group’s counterparties may affect the cost and completion
of its projects, the quality of its work and the supply to its customers. It may also expose the Group to
reputational risk, business continuity risk and the loss of important contracts. In addition, the Group may be
required to pay contractual penalties or find alternative counterparties. Any such setbacks may result in
delays in the completion of the Group’s projects and other unforeseen costs, which could have a material
adverse effect on its business, results of operations and financial condition.

The Group is subject to environmental and health and safety laws and regulations and must maintain
environmental and health and safety regulatory approvals and may be exposed to significant liabilities if it
fails to comply with such laws or maintain such approvals

The Group is subject to various environmental and health and safety laws and regulations governing, among
other things:

o the generation, storage, handling, release, use, disposal and transportation of waste or hazardous
materials;

o the emission and discharge of hazardous materials into the ground, air or water; the decommissioning
and decontamination of its facilities; and

¢ the health and safety of the Group’s employees.

The Group is also required to obtain environmental and safety permits from various governmental authorities
for its operations. Certain permits require periodic renewal or review of their conditions as well as continuous
monitoring and compliance reporting. The Group may not always be able to renew such permits or there may
be material changes to its permits requiring significant expenditure. Violations of these laws, regulations or
permits could result in fines or legal proceedings being commenced against the Group or other sanctions, in
addition to negative publicity and significant damage to the Group’s reputation.

The Group has adopted high environmental standards applicable to its operations. While as at the date of this
Base Prospectus the Group is in compliance with all material applicable environmental and health and safety
regulations in force in the Slovak Republic, there can be no guarantee that it will continue to be in compliance
in the future. Should any Group company fail to comply with any such regulations, it may be liable for
penalties and/or the consequences of default under any contractual obligations requiring it to comply with
applicable regulations.

Any occurrence of environmental damage or loss of life or serious injury to its employees as a result of any
breach of applicable health and safety legislation may result in a disruption of the Group’s services or cause
reputational harm, and significant liability could be imposed on the Group for damages, clean-up costs and
penalties and/or compensation as a result. For more information on environmental, health and safety matters,
see “Regulation, Environment and Health and Safety”.



The Group’s ability to access credit and bond markets and its ability to raise additional financing are in
part dependent on ZSE’s credit ratings

The Group’s ability to access the capital markets and other forms of financing (or refinancing), and the costs
connected with such activities, depend in part on ZSE’s credit ratings. As at the date of this Base Prospectus,
ZSE has been assigned a long-term corporate credit rating of A- with stable outlook by S&P.

ZSE’s ability to maintain its current rating is dependent on a number of factors, some of which may be beyond
its control. In the event that ZSE’s credit rating is lowered by S&P, the Group’s ability to access credit and
bond markets and other forms of financing (or refinancing) could be limited. This could have an adverse
effect on its business, results of operations and financial condition.

Failures, breakdowns, planned or unplanned outages as well as natural disasters, sabotage or acts of
terrorism, theft or damage to the Group’s distribution infrastructure may harm its business

The Group’s distribution infrastructure and the information systems controlling these facilities could be
subject to failure, breakdowns, unplanned outages, capacity limitations, system loss, theft, breaches of security
or physical damage due to natural disasters (such as storms, floods or earthquakes), sabotage, terrorism,
computer viruses, fuel interruptions and other causes. The occurrence of any such events could:

e negatively impact the Group’s ability to provide service to its customers;

e result in loss of life or injury to the Group’s employees or third parties or damage to the Group’s
facilities;

o lead to disruption or stoppage of operations or otherwise disrupt the business; and/or

e in some cases, expose the Group to regulatory penalties, litigation and potential criminal liability as
well as materially adversely affecting the Group’s reputation.

The Group’s business and its ability to generate revenue depend on the availability and operating performance
of the equipment necessary to operate its distribution networks. Mechanical failures or other defects in
equipment, or accidents that result in non-performance or underperformance of the distribution network may
have a direct impact on the profitability of the Group’s operations.

The Group’s ability to distribute electricity is dependent upon the Slovak transmission system

The distribution of electricity to the Group’s distribution networks is dependent upon the infrastructure of the
Slovak transmission system. The Group has no control over the operation of this transmission system and it is
entirely reliant on the transmission system operator in the Slovak Republic, which is a state-owned entity.
Any failure of the Slovak transmission system, including as a result of natural disasters, insufficient
maintenance or inadequate development, could prevent the Group from distributing electricity to its end
consumers, which in turn could have a material adverse effect on its business, results of operations and
financial condition.

A malfunction or disruption of the Group’s 1T systems may have material negative effect on the Group

Information and communication technology plays an important role in the Group’s business operations. The
Group operates highly complex and sophisticated information systems (such as servers, networks, applications
and databases) which are essential for the everyday operations of its business and are a key success factor for
the Group. The Group is routinely exposed to risks associated with the development, implementation and
application of its IT systems. In addition, there is a risk that there might be unauthorised access to the Group’s
sensitive data by third parties and improper use of such data, which may lead to the loss of company secrets
and may result in a breach of applicable data protection regulations. As a result, any malfunction, breach or
unauthorised use of the Group’s IT systems may have a material adverse effect on the Group’s business,
results of operations and financial condition.
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The Group is reliant upon skilled managers and personnel in the engineering and technical fields and may
not be able to recruit and retain qualified personnel

The Group’s business and operations are dependent upon its ability to recruit and retain skilled managers and
engineering and other technical personnel. If the Group is unable to retain experienced, capable and reliable
personnel, or fails to recruit skilled professional and technical staff to replace those who leave, the Group’s
operations may be adversely affected. There is significant demand for experienced and capable personnel in
the engineering and technical fields and the Group faces significant competition in recruitment of such
personnel.

The Group may become subject to litigation and/or regulatory proceedings in the ordinary course of
business, some of which may significantly adversely affect the Group’s business, results of operations and
financial condition

In the ordinary course of its business, the Group is subject to civil and administrative proceedings. Such
proceedings are unpredictable and any such existing or future proceedings or any settlement in respect of them
could have a material adverse effect on the Group’s business, results of operations and financial condition. See
also “Description of the Issuer—Legal Proceedings”.

The EU General Data Protection Regulation may have material implications for the Group

The EU Regulation 2016/679 of 27 April 2016 on the protection of natural persons with regard to the
processing of personal data and on the free movement of such data (also known as the EU General Data
Protection Regulation; the “GDPR”) will directly apply in all EU Member States (including the Slovak
Republic) from 25 May 2018 and will replace the current EU and Slovak data privacy laws. Although a
number of basic existing principles will remain the same, the GDPR introduces new obligations on data
controllers and enhanced rights for data subjects, including, among others:

o accountability and transparency requirements, which will require data controllers to demonstrate and
record compliance with the GDPR and to provide more detailed information to data subjects regarding
processing;

o enhanced data consent requirements, which include “explicit” consent in relation to the processing of

sensitive (special categories) of personal data;

o obligations to consider data privacy as any new products or services are developed and limit the
amount of information collected, processed, stored and its accessibility, carry out privacy impact
assessments with respect to certain high risk processing activities and to introduce adequate security

safeguards;
o constraints on using data to profile data subjects;
o providing data subjects with personal data in a useable format on request and erasing personal data in

certain circumstances; and

o reporting of breaches without undue delay (within 72 hours where feasible).

The GDPR also introduces new fines and penalties for a breach of obligations thereunder, including fines for
serious breaches of up to the higher of 4 per cent. of group annual worldwide turnover or EUR 20,000,000 and
fines of up to the higher of 2 per cent. of group annual worldwide turnover or EUR 10,000,000 for other
specified infringements. The GDPR identifies a list of points to consider when imposing fines (including the
nature, gravity and duration of the infringement).

The implementation of the GDPR will require substantial amendments to the Group’s procedures and policies.
The changes could also adversely impact the Group’s business by increasing its operational and compliance
costs. Further, there is a risk that the measures will not be implemented correctly and/or timely or that relevant
employees or contractors will not fully comply with the new procedures. If there are breaches of these
measures, the Group could face administrative and monetary sanctions, civil claims as well as reputational
damage which may have a material adverse effect on its business, results of operations and financial
condition.
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The Group depends on good relations with its workforce, and any significant disruption could adversely
affect the Group’s operations

Many of the Group’s employees are unionised and possess certain bargaining or other rights. These
employment rights may require the Group to expend substantial time and expense in altering or amending
employees terms of employment or making staff reductions.

All of the Group’s employees are covered by collective bargaining agreements which are currently negotiated
until the end of 2020. These agreements determine the framework for the Group’s dealings with its employers
and limit its ability to rationalise its workforce.

If the Group’s relations with workforce or the trade unions deteriorate for any reason, including as a result of
the Group’s inability to enter into new collective bargaining agreements, changes in its compensation or any
other changes in the Group’s policies or procedures that are perceived negatively by employees or the trade
unions, or if the Group is unable to successfully conclude any future collective bargaining agreements with the
trade unions, the Group may experience a labour disturbance or work stoppage at the relevant facility or
facilities, which could have a material adverse effect on any such facility’s operations and on the Group’s
business, results of operations and financial condition.

The Group is unable to insure itself against all potential risks and may become subject to higher insurance
premiums

The Group’s operations may be affected by a number of risks, including terrorist acts and war-related events,
for which full insurance cover is either not available or not available on commercially reasonable terms. For
example, the Group has not purchased business interruption, radioactive contamination, war or terrorist
insurance cover and nor is damage to the Group’s power lines covered by insurance. In addition, the severity
and frequency of various insurance events, such as accidents and other mishaps, business interruptions or
potential damage to its facilities, property and equipment caused by inclement weather, human error,
pollution, labour disputes and natural catastrophes, may result in losses or expose the Group to liabilities in
excess of its insurance coverage. The Group cannot assure investors that its insurance coverage will be
sufficient to cover losses arising from any, or all, of such events, or that it will be able to renew existing
insurance cover on commercially reasonable terms, if at all.

In addition, the Group’s insurance policies are subject to commercially negotiated deductibles, exclusions and
limitations, and the Group will only receive insurance proceeds in respect of a claim made to the extent that its
insurers have the funds to make payment. Therefore, insurance may not cover all losses incurred by the Group
and no assurance is given that the Group will not suffer losses beyond the limits of, or outside the cover
provided by, its insurance policies.

Should an incident occur in relation to which the Group has no insurance coverage or inadequate insurance
coverage, the Group could lose the capital invested in, and anticipated future revenue relating to, any property
that is damaged or destroyed and, in certain cases, the Group may remain liable for financial obligations
related to the impacted property. Similarly, in the event that any assessments are made against the Group in
excess of any related insurance coverage that it may maintain, its assets could be subject to attachment,
confiscation or restraint under various judicial procedures. Any of these occurrences could have a material
adverse effect on the Group’s business, results of operations and financial condition.

ZSE’s obligations under the Notes do not benefit from any direct or indirect Slovak government guarantee
or other legally enforceable government backing

Although the Slovak Republic is ZSE’s majority shareholder, the Notes are not directly or indirectly
guaranteed by the Slovak government and do not benefit from any legally enforceable government backing.
In addition, the Slovak government is under no obligation to extend financial support to ZSE. Accordingly,
the Notes are not, and should not be regarded as, obligations of the Slovak government or backed by the
Slovak government.

ZSE’s ability to make payments under the Notes is dependent on its ability to fund such obligations from its
operating cash flows and any other borrowings. Therefore, any decline in such operating cash flows or any
difficulty in securing external funding may materially adversely affect ZSE’s ability to make payments under
the Notes.
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The Slovak Republic as a shareholder of ZSE can block certain decisions on the Group’s policies and
pursue policies that may conflict with the Group’s objectives

The Slovak Republic, through the Ministry of Economy, holds 51 per cent. of the shares and voting rights in
ZSE. Although the Slovak Republic does not have effective sole control of ZSE, it may influence or block
certain decisions of the Group. For more information, see “Description of the Issuer - Shareholders”.

The Slovak government’s objectives may conflict with the Group’s objectives. For example, the Slovak
government’s key objective is to ensure the stable supply of electricity and gas to the country’s residents and
businesses at affordable costs rather than the optimisation of the Group’s revenue and profits. The Slovak
Republic attempted to strengthen its influence over public utilities in 2008 by way of special legislation that
provided that price regulation proposals by public utilities to RONI must be approved by a general meeting.
The special legislation was revoked in 2011, but it was reintroduced in August 2012. As of the date of this
Base Prospectus, the legislation does not have a material adverse effect on the Group’s business, but there can
be no assurance that the government will not amend the legislation or take other action to further its own
objectives which may be in conflict with the interests of the Group or the Noteholders in the future.

The sale of shares in ZSE by E.ON or the Slovak Republic may adversely affect the Group’s access to know
how, support services, reputation or ZSE’s credit rating

E.ON SE indirectly owns 49 per cent. of the shares in ZSE and the Slovak Republic owns the remaining
51 per cent. As at the date of this Base Prospectus, there is no indication that the Slovak government or E.ON
SE will divest any of their shares in the Issuer. Although the Slovak government is considering transferring its
shareholding in the Issuer to a state-owned holding company, this would not impact on the Slovak Republic’s
ultimate ownership of the shareholding. However, any such divestment could affect the Group’s borrowing
costs and, in case of divestment by E.ON SE, the Group’s ability to benefit from the links with the E.ON
group, including access to technology and management know-how, management resources, support services
and other benefits. These changes may have a material adverse effect on the Group’s business, results of
operations and financial position.

The Issuer is a holding company with no material direct operations

The Issuer has no material direct operations and its principal assets are the equity interests it holds in its
subsidiaries. As a result, the Issuer’s ability to pay interest on and repay principal of the Notes and its other
indebtedness is dependent upon the operations of its direct and indirect subsidiaries and the distributions,
transfers and advances or other payments of funds the Issuer receives. The Issuer cannot provide any
assurance that it will receive sufficient funds to make payments on the Notes when due. The Issuer’s
subsidiaries are separate and distinct legal entities and they will have no direct obligation, contingent or
otherwise, to pay amounts due under the Notes.

The claims of related parties are subordinated to claims of unrelated creditors in insolvency proceedings

A related party of ZSE under the Slovak Act No. 7/2005 Coll. on Bankruptcy and Restructuring, as amended
(the “Slovak Insolvency Code”) includes any creditor holding directly or indirectly at least 5 per cent. of the
shares or voting rights in ZSE or any of its related parties or, alternatively, where ZSE or any of its related
parties holds at least 5 per cent. of the shares or voting rights in that creditor (any such party, a “Related
Party”).

The claims which are or were owed by ZSE to any creditor which is or was a Related Party of ZSE may only
be satisfied in the bankruptcy of ZSE after all other senior claims have been satisfied (and are therefore, as a
practical matter, these claims are very rarely satisfied in insolvency where the available assets of the company
may be limited). If any Noteholder is or becomes a Related Party of ZSE, the claims of such Noteholder will
be subordinated to the claims of all other creditors of ZSE which would include Notes held by Noteholders
that are not Related Parties.

The Slovak Insolvency Code expressly provides that creditors who acquire a receivable from a Related Party
will not themselves be deemed to be a Related Party for the purposes of the Slovak Insolvency Code if they
could not have known (acting with due care) that they are acquiring a Note previously owned by a Related
Party. There is also a rebuttable presumption that a Noteholder who acquires the Notes on a regulated market
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would not know that any Notes purchased were previously owned by a Related Party and thus the
subordination rule would not apply.

However, in case the relevant Noteholder is unable to prove it falls within one of the above exemptions, there
is a risk that a Slovak court may apply the subordination rule broadly in which case the subordination of
particular Notes held by a person who was a Related Party at the relevant time will apply to such Notes
indefinitely irrespective of whether such Notes are later transferred to a Noteholder that is not a Related Party.

The rule would also adversely affect the ability of any Group company (including the Issuer) to recover claims
against another Group company in insolvency proceedings.

The legal infrastructure and the law enforcement system in the Slovak Republic are less developed
compared to Western Europe

The legal infrastructure and the law enforcement system in the Slovak Republic are less developed when
compared to some western European countries. The average length of judicial proceedings in commercial
matters in 2016 in the Slovak Republic was 17.9 months and may be longer when taken together with appeals,
extraordinary remedial procedures or proceedings before the Slovak Constitutional Court. In some
circumstances, it may not be possible to obtain legal remedies to enforce contractual or other rights in a timely
manner or at all. Although institutions and legal and regulatory systems characteristic of parliamentary
democracies have begun to develop in the Slovak Republic, the lack of an institutional history remains a
problem. As a result, shifts in government policies and regulations tend to be less predictable than in
countries with more developed democracies. A lack of legal certainty or the inability to obtain effective legal
remedies in a timely manner or at all may have a material adverse effect on the Group’s business, results of
operations and financial condition.

In addition, in the Slovak Republic, there may be fewer judges specialised and experienced in complex
matters involving investments in securities when compared to judges in western European countries.
Investors should therefore be aware that matters that must be brought before the Slovak courts (for example,
insolvency matters) may be subject to delays and may not be conducted in a manner similar to more
developed legal systems and may, as a result, lead to extended delays in proceedings or incurrence of
additional costs or losses.

Risks related to the structure of a particular Tranche of Notes

A range of Notes may be issued under the Programme. A number of these Notes may have features which
contain particular risks for potential investors. Set out below is a description of the most common such
features:

If the Issuer has the right to redeem any Notes at its option, this may limit the market value of the Notes
concerned and an investor may not be able to reinvest the redemption proceeds in a manner which achieves
a similar effective return

An optional redemption feature is likely to limit the market value of Notes. During any period when the Issuer
may elect to redeem Notes, the market value of those Notes generally will not rise substantially above the
price at which they can be redeemed. This also may be true prior to any redemption period.

The Issuer may be expected to redeem Notes when its cost of borrowing is lower than the interest rate on the
Notes. At those times, an investor generally would not be able to reinvest the redemption proceeds at an
effective interest rate as high as the interest rate on the Notes being redeemed and may only be able to do so at
a significantly lower rate. Potential investors should consider reinvestment risk in light of other investments
available at that time.

If the Issuer has the right to convert the interest rate on any Notes from a fixed rate to a floating rate, or
vice versa, this may affect the secondary market and the market value of the Notes concerned

Fixed/Floating Rate Notes are Notes which may bear interest at a rate that converts from a fixed rate to a
floating rate, or from a floating rate to a fixed rate. Where the Issuer has the right to effect such a conversion,
this will affect the secondary market in, and the market value of , the Notes since the Issuer may be expected
to convert the rate when it is likely to result in a lower overall cost of borrowing for the Issuer. If the Issuer
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converts from a fixed rate to a floating rate in such circumstances, the spread on the Fixed/Floating Rate Notes
may be less favourable than then prevailing spreads on comparable Floating Rate Notes tied to the same
reference rate. In addition, the new floating rate at any time may be lower than the rates on other Notes. If the
Issuer converts from a floating rate to a fixed rate in such circumstances, the fixed rate may be lower than then
prevailing market rates.

Notes which are issued at a substantial discount or premium may experience price volatility in response to
changes in market interest rates

The market values of securities issued at a substantial discount (such as Zero Coupon Notes) or premium to
their principal amount tend to fluctuate more in relation to general changes in interest rates than do prices for
more conventional interest-bearing securities. Generally, the longer the remaining term of such securities, the
greater the price volatility as compared to more conventional interest-bearing securities with comparable
maturities.

Uncertainty about the future of LIBOR may adversely affect the value of Notes referencing LIBOR

On 27 July 2017, the Chief Executive of the United Kingdom Financial Conduct Authority, which regulates
LIBOR, announced that it does not intend to continue to persuade, or use its powers to compel, panel banks to
submit rates for the calculation of LIBOR to the administrator of LIBOR after 2021. The announcement
indicates that the continuation of LIBOR on the current basis is not guaranteed after 2021. It is impossible to
predict whether, and to what extent, panel banks will continue to provide LIBOR submissions to the
administrator of LIBOR. This may cause LIBOR to perform differently than it did in the past and may have
other consequences which cannot be predicted

Investors should be aware that under the existing fall-back provisions applicable to Notes referencing LIBOR,
if LIBOR is discontinued or otherwise unavailable the interest rate applicable to any Notes referencing
LIBOR may, in certain circumstances, be determined for the relevant period by reference to the last available
LIBOR rate applied in the previous period. This could effectively make such Notes a fixed rate
instrument. In addition to uncertainty about the future of LIBOR, there is also uncertainty as to the
establishment of an alternative interest rate which would apply if LIBOR were discontinued and the adequacy
of any such alternative rate. Any of the foregoing could have an adverse effect on the value or liquidity of,
and return on, any Notes referencing LIBOR.

Investors should consult their own independent advisers and make their own assessment of these matters when
making their investment decision with respect to any Notes referencing LIBOR.

Risks relating to the Notes generally
Set out below is a description of material risks relating to the Notes generally:
The Notes may be redeemed prior to maturity

In the event that Issuer would be obliged to increase the amounts payable in respect of any Notes due to any
withholding or deduction for or on account of, any present or future taxes, duties, assessments or
governmental charges of whatever nature imposed, levied, collected, withheld or assessed by or on behalf of
the Slovak Republic or any political subdivision thereof or any authority therein or thereof having power to
tax, the Issuer may redeem all outstanding Notes in accordance with the Conditions.

In addition, if in the case of any particular Tranche of Notes the relevant Final Terms or the relevant
Drawdown Prospectus specifies that the Notes are redeemable at the Issuer’s option in certain other
circumstances the Issuer may choose to redeem the Notes at times when prevailing interest rates may be
relatively low. In such circumstances an investor may not be able to reinvest the redemption proceeds in a
comparable security at an effective interest rate as high as that of the relevant Notes.

Investors will have to rely on the procedures of Euroclear and Clearstream, Luxembourg

The Notes in bearer form will be represented by the Global Notes except in certain limited circumstances
described in the Permanent Global Note. The Global Notes will be deposited with a common depositary, or

15



common safekeeper, as the case may be, for Euroclear and Clearstream, Luxembourg. Except in certain
limited circumstances described in the Permanent Global Note, investors will not be entitled to receive
Definitive Notes. Euroclear and Clearstream, Luxembourg will maintain records of the beneficial interests in
the Global Notes. While the Notes are represented by the Global Notes, investors will be able to trade their
beneficial interests only through Euroclear and Clearstream, Luxembourg.

The Issuer will discharge its payment obligations under the Notes by making payments to the common
depositary, or common safekeeper, as the case may be, for Euroclear and Clearstream, Luxembourg for
distribution to their account holders. A holder of a beneficial interest in a Global Note must rely on the
procedures of Euroclear and Clearstream, Luxembourg to receive payments under the Notes. The Issuer has
no responsibility or liability for the records relating to, or payments made in respect of, beneficial interests in
the Global Notes.

Holders of beneficial interests in the Global Notes will not have a direct right to vote in respect of the Notes.
Instead, such holders will be permitted to act only to the extent that they are enabled by Euroclear and
Clearstream, Luxembourg to appoint appropriate proxies. Similarly, holders of beneficial interests in the
Global Notes will not have a direct right under the Global Notes to take enforcement action against the Issuer
in the event of a default under the Notes but will have to rely upon their rights under the Deed of Covenant.

The conditions of the Notes contain provisions which may permit their modifications and the substitution
of the Issuer without the consent of all investors

The conditions of the Notes contain provisions for calling meetings of Holders to consider matters affecting
their interests generally. These provisions permit defined majorities to bind all Holders including such Holders
who did not attend and vote at the relevant meeting and the Holders who voted in a manner contrary to the
majority.

The conditions of the Notes also provide that the Issuer may, without the consent of the Holders, agree to
(i) any modification of any of the provisions of the Notes or (ii) the substitution of another company in place
of the Issuer (or any previous substitute of the Issuer) upon satisfaction of certain conditions (see Condition 17
(Meetings of Noteholders; Modification and Substitution) for further details).

Whether before or after such substitution, potential investors must not to rely upon the tax summary contained
in this document and/or in the Final Terms but should ask for their own tax adviser’s advice with respect to
their individual taxation with respect to the acquisition, sale and redemption of the Notes. Only these advisors
are in a position to duly consider the specific situation of the potential investor. The afore-mentioned
individual tax treatment of the Notes with regard to any potential investor may have an adverse impact on the
return which any such potential investor may receive under the Notes.

The value of the Notes could be adversely affected by a change in English law or administrative practice

The conditions of the Notes are based on English law in effect as at the date of this Base Prospectus. No
assurance can be given as to the impact of any possible judicial decision or change to English law, or
administrative practice after the date of this Base Prospectus and any such change could materially adversely
impact the value of any Notes affected by it.

Investors who hold less than the minimum Specified Denomination may be unable to sell their Notes and
may be adversely affected if Definitive Notes are subsequently required to be issued

In relation to any issue of Notes which have a denomination consisting of the minimum specified
denomination plus a higher integral multiple of another smaller amount, it is possible that the Notes may be
traded in amounts in excess of the minimum specified denomination that are not integral multiples of the
minimum specified denomination (or its equivalent). In such a case a Holder of Notes who, as a result of
trading such amounts, holds a principal amount of less than the minimum specified denomination would not
be able to sell the remainder of such holding without first purchasing a principal amount of Notes at or in
excess of the minimum specified denomination such that its holding amounts to a specified denomination.
Further, a Holder of Notes who, as a result of trading such amounts, holds an amount which is less than the
minimum specified denomination in his account with the relevant clearing system at the relevant time may not
receive a Definitive Note in respect of such holding (should Definitive Notes be printed) and may need to
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purchase a principal amount of Notes at or in excess of the minimum specified denomination such that its
holding amounts to the minimum specified denomination.

If such Notes in definitive form are issued, Holders of Notes should be aware that Definitive Notes which
have a denomination that is not an integral multiple of the minimum Specified Denomination may be illiquid
and difficult to trade.

The Slovak Public Sector Partners Act may impose certain obligations on Noteholders

The Slovak Act No. 315/2016 Coll. on the register of public sector partners, as amended (the “Public Sector
Partners Act”), came into force on 1 February 2017. Under the Public Sector Partners Act, recipients of funds
or other benefits pursuant to certain transactions with the state or state-related parties (including the Issuer) are
required to register as public sector partners (“Public Sector Partners”) in the newly created public sector
partners register (the “Register”) and disclose information on their ownership structure, including their
ultimate beneficial owners in the Register. All Noteholders, as recipients of payments of interest and/or
principal in respect of the Notes, will qualify as Public Sector Partners, unless they are exempted under a
specific provision of the Public Sector Partners Act.

Pursuant to the Public Sector Partners Act, persons who, in a single calendar year, receive no more than EUR
100,000 in a single payment or a total of EUR 250,000 in aggregate repeated payments from any one or more
state or state-related party are not deemed Public Sector Partners and fall outside the scope of such act. Any
Noteholder who receives any payment of interest and/or principal in respect of the Notes and does not qualify
under this exemption will be treated as a Public Sector Partner with a duty to register in the Register.

In the opinion of the Issuer, the Public Sector Partners Act contains no sanction that could be imposed upon a
Noteholder for the failure to register in the Register in connection with the receipt of payments of interest
and/or principal in respect of the Notes. However, there are sanctions which may be imposed on Noteholders
who have already registered or will register in the Register for breaching certain obligations during the
registration process or after its completion (including, without limitation, the obligation to provide correct or
complete information, update any out-dated information in the Register or verify whether the information in
the Register is accurate). These sanctions include, but are not limited to fines of up to the amount of profit
derived from the relevant transaction or up to EUR 1,000,000, if such profit cannot be ascertained.

In addition to the above public law sanctions, the Public Sector Partners Act allows (but does not oblige) the
Issuer to postpone a payment of interest and/or principal in respect of the Notes to a Noteholder who has
registered in the Register but whose registration is incorrect, incomplete or out-dated until such time as the
defects of the registration are rectified by the relevant Noteholder. In limited circumstances, the Issuer is also
permitted (but not obligated) to withdraw from the relevant legal relationship, although it is unclear how such
a withdrawal right could be applied with respect of the Notes. In the opinion of the Issuer, no such rights exist
vis-a-vis the Noteholders who are not registered. The Issuer believes that no provision of the Public Sector
Partners Act prevents the Issuer from complying with any of its obligations under the Notes and any rights
potentially afforded to the Issuer under the Public Sector Partners Act will not affect the obligations of the
Issuer under the Notes governed by English law. The Issuer will comply with its obligations under the Notes
notwithstanding the non-registration or the incomplete, inaccurate or out-dated registration of any Noteholder.
The Issuer has made a representation and undertaking in the Dealer Agreement to such effect. The Issuer
however makes no representation or warranty that the Noteholders will not be subject to any sanctions
imposed by relevant authority under Slovak law in connection with any failure to comply with the Public
Sector Partners Act, if applicable.

Furthermore, due to the fact that the Issuer is itself registered under the Public Sector Partners Act, in the
event of the bankruptcy or restructuring of the Issuer the Noteholders will be required, pursuant to the Slovak
Insolvency Code, to register in the Register in order to avoid their claims against the Issuer above
EUR 1,000,000 being deemed as subordinated to all other senior unsecured creditors of the Issuer.
Noteholders can avoid the deemed subordination of their claims against the Issuer by effecting the registration
at any time after the commencement of formal bankruptcy or restructuring proceedings.

Due to numerous issues related to the application of the Public Sector Partners Act, including its impact on the
operation of various state-related parties, the act is currently under public scrutiny and it is anticipated that an
amendment will be adopted sometime in the second quarter of 2018. However, there is no guarantee that such
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amendment (even if adopted) will remove the Noteholders from the scope of the Public Sector Partners Act or
otherwise relieve them from the abovementioned implications.

Risks related to the market generally

Set out below is a description of material market risks, including liquidity risk, exchange rate risk, interest rate
risk and credit risk:

An active secondary market in respect of the Notes may never be established or may be illiquid and this
would adversely affect the value at which an investor could sell his Notes

Notes may have no established trading market when issued, and one may never develop. If a market for the
Notes does develop, it may not be very liquid. Therefore, investors may not be able to sell their Notes easily
or at prices that will provide them with a yield comparable to similar investments that have a developed
secondary market. This is particularly the case for Notes that are especially sensitive to interest rate, currency
or market risks, are designed for specific investment objectives or strategies or have been structured to meet
the investment requirements of limited categories of investors. These types of Notes generally would have a
more limited secondary market and more price volatility than conventional debt securities.

If an investor holds Notes which are not denominated in the investor’s home currency, he will be exposed
to movements in exchange rates adversely affecting the value of his holding. In addition, the imposition of
exchange controls in relation to any Notes could result in an investor not receiving payments on those
Notes

The Issuer will pay principal and interest on the Notes in a specified currency (the “Specified Currency”).
This presents certain risks relating to currency conversions if an investor’s financial activities are denominated
principally in a currency or currency unit (the “Investor’s Currency”) other than the Specified Currency.
These include the risk that exchange rates may change significantly (including changes due to devaluation of
the Specified Currency or revaluation of the Investor’s Currency) and the risk that authorities with jurisdiction
over the Investor’s Currency may impose or modify exchange controls. An appreciation in the value of the
Investor’s Currency relative to the Specified Currency would decrease (i) the Investor’s Currency-equivalent
yield on the Notes, (ii) the Investor’s Currency-equivalent value of the principal payable on the Notes and
(iii) the Investor’s Currency-equivalent market value of the Notes.

Government and monetary authorities may impose exchange controls that could adversely affect an applicable
exchange rate or the ability of the Issuer to make payments in respect of the Notes. As a result, investors may
receive less interest or principal than expected, or no interest or principal.

The value of Fixed Rate Notes may be adversely affected by movements in market interest rates

Investment in Fixed Rate Notes involves the risk that if market interest rates subsequently increase above the
rate paid on the Fixed Rate Notes, this will adversely affect the value of the Fixed Rate Notes.

Credit Ratings assigned to the Issuer or any Notes may not reflect all the risks associated with an
investment in those Notes

One or more independent credit rating agencies may assign credit ratings to the Issuer or the Notes. The
ratings may not reflect the potential impact of all risks related to structure, market, additional factors discussed
above and other factors which may affect the value of the Notes. A credit rating is not a recommendation to
buy, sell or hold securities and may be revised, suspended or withdrawn by the rating agency at any time.

In general, European regulated investors are restricted under the CRA Regulation from using credit ratings for
regulatory purposes, unless such ratings are issued by a credit rating agency established in the EU and
registered under the CRA Regulation (and such registration has not been withdrawn or suspended, subject to
transitional provisions that apply in certain circumstances). Such general restriction will also apply in the case
of credit ratings issued by non-EU credit rating agencies, unless the relevant credit ratings are endorsed by an
EU-registered credit rating agency or the relevant non-EU rating agency is certified in accordance with the
CRA Regulation (and such endorsement action or certification, as the case may be, has not been withdrawn or
suspended, subject to transitional provisions that apply in certain circumstances). The list of registered and
certified rating agencies published by the European Securities and Markets Authority (“ESMA”) on its
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website in accordance with the CRA Regulation is not conclusive evidence of the status of the relevant rating
agency included in such list, as there may be delays between certain supervisory measures being taken against
a relevant rating agency and the publication of the updated ESMA list. Certain information with respect to the
credit rating agencies and ratings is set out on the cover of this Base Prospectus.
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FINAL TERMS AND DRAWDOWN PROSPECTUSES

In this section the expression “necessary information” means, in relation to any Tranche of Notes, the
information necessary to enable investors to make an informed assessment of the assets and liabilities,
financial position, profits and losses and prospects of the Issuer and of the rights attaching to the Notes. In
relation to the different types of Notes which may be issued under the Programme the Issuer has endeavoured
to include in this Base Prospectus all of the necessary information except for information relating to the Notes
which is not known at the date of this Base Prospectus and which can only be determined at the time of an
individual issue of a Tranche of Notes.

Any information relating to the Notes which is not included in this Base Prospectus and which is required in
order to complete the necessary information in relation to a Tranche of Notes will be contained either in the
relevant Final Terms or in a Drawdown Prospectus. Such information will be contained in the relevant Final
Terms unless any of such information constitutes a significant new factor relating to the information contained
in this Base Prospectus in which case such information may be contained in a Supplement to this Base
Prospectus, or alternatively, together with all of the other necessary information in relation to the relevant
series of Notes, in a Drawdown Prospectus.

For a Tranche of Notes which is the subject of Final Terms, those Final Terms will, for the purposes of that
Tranche only, complete this Base Prospectus and must be read in conjunction with this Base Prospectus. The
terms and conditions applicable to any particular Tranche of Notes which is the subject of Final Terms are the
Conditions as completed to the extent described in the relevant Final Terms.

The terms and conditions applicable to any particular Tranche of Notes which is the subject of a Drawdown
Prospectus will be the Conditions as completed to the extent described in the relevant Drawdown Prospectus.

Each Drawdown Prospectus will be constituted either (1) by a single document containing the necessary
information relating to the Issuer and the relevant Notes or (2) by a registration document (the “Registration
Document”) containing the necessary information relating to the Issuer, a securities note (the “Securities
Note”) containing the necessary information relating to the relevant Notes and, if necessary, a summary note.
In addition, if the Drawdown Prospectus is constituted by a Registration Document and a Securities Note, any
significant new factor, material mistake or inaccuracy relating to the information included in the Registration
Document which arises or is noted between the date of the Registration Document and the date of the
Securities Note which is capable of affecting the assessment of the relevant Notes will be included in the
Securities Note.
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FORMS OF THE NOTES
Bearer Notes

Each Tranche of Notes in bearer form (“Bearer Notes™) will initially be in the form of either a temporary
global note in bearer form (the “Temporary Global Note”), without interest coupons, or a permanent global
note in bearer form (the “Permanent Global Note” and, together with the Temporary Global Note, the
“Bearer Global Notes™), without interest coupons, in each case as specified in the relevant Final Terms or the
relevant Drawdown Prospectus. Each Temporary Global Note or, as the case may be, Permanent Global Note
(each a “Global Note”) which is not intended to be issued in new global note (“NGN”) form, as specified in
the relevant Final Terms or the relevant Drawdown Prospectus, will be deposited on or around the issue date
of the relevant Tranche of the Notes with a depositary or a common depositary for Euroclear Bank SA/NV as
operator of the Euroclear System (“Euroclear”) and/or Clearstream Banking, S.A. (“Clearstream,
Luxembourg”) and/or any other relevant clearing system and each Global Note which is intended to be issued
in NGN form, as specified in the relevant Final Terms or the relevant Drawdown Prospectus, will be deposited
on or around the issue date of the relevant Tranche of the Notes with a common safekeeper for Euroclear
and/or Clearstream, Luxembourg.

On 13 June 2006 the European Central Bank (the “ECB”) announced that Notes in NGN form are in
compliance with the “Standards for the use of EU securities settlement systems in ESCB credit operations” of
the central banking system for the euro (the “Eurosystem”), provided that certain other criteria are fulfilled.
At the same time the ECB also announced that arrangements for Notes in NGN form will be offered by
Euroclear and Clearstream, Luxembourg as of 30 June 2006 and that debt securities in global bearer form
issued through Euroclear and Clearstream, Luxembourg after 31 December 2006 will only be eligible as
collateral for Eurosystem operations if the NGN form is used.

Where the Bearer Global Notes issued in respect of any Tranche are in NGN form, the relevant Final Terms or
relevant Drawdown Prospectus will also indicate whether such Bearer Global Notes are intended to be held in
a manner which would allow Eurosystem eligibility. Any indication that the Bearer Global Notes are to be so
held does not necessarily mean that the Bearer Notes of the relevant Tranche will be recognised as eligible
collateral for Eurosystem monetary policy and intra-day credit operations by the Eurosystem either upon issue
or at any times during their life as such recognition depends upon satisfaction of the Eurosystem eligibility
criteria. The Common Safekeeper for NGNs will either be Euroclear or Clearstream, Luxembourg or another
entity approved by Euroclear and Clearstream, Luxembourg.

In the case of each Tranche of Bearer Notes, the relevant Final Terms or the relevant Drawdown Prospectus
will also specify whether United States Treasury Regulation §1.163-5(c)(2)(i)(C) or any successor United
States Treasury Regulation Section including, without limitation, regulations issued in accordance with U.S.
Internal Revenue Service Notice 2012-20 or otherwise in connection with the U.S. Hiring Incentives to
Restore Employment Act of 2010) (the “TEFRA C Rules”) or United States Treasury Regulation
81.163-5(c)(2)(i)(D) (or any successor United States. Treasury Regulation Section including, without
limitation, regulations issued in accordance with U.S. Internal Revenue Service Notice 2012-20 or otherwise
in connection with the U.S. Hiring Incentives to Restore Employment Act of 2010) (the “TEFRA D Rules”)
are applicable in relation to the Notes or, if the Notes do not have a maturity of more than 365 days, that
neither the TEFRA C Rules nor the TEFRA D Rules are applicable.

Temporary Global Note exchangeable for Permanent Global Note

If the relevant Final Terms or the relevant Drawdown Prospectus specifies the form of Notes as being
“Temporary Global Note exchangeable for a Permanent Global Note”, then the Notes will initially be in the
form of a Temporary Global Note which will be exchangeable, in whole or in part, for interests in a
Permanent Global Note, without interest coupons, not earlier than 40 days after the issue date of the relevant
Tranche of the Notes upon certification as to non-U.S. beneficial ownership. No payments will be made under
the Temporary Global Note unless exchange for interests in the Permanent Global Note is improperly
withheld or refused. In addition, interest payments in respect of the Notes cannot be collected without such
certification of non-U.S. beneficial ownership.

Whenever any interest in the Temporary Global Note is to be exchanged for an interest in a Permanent Global
Note, the Issuer shall procure (in the case of first exchange) the delivery of a Permanent Global Note to the
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bearer of the Temporary Global Note or (in the case of any subsequent exchange) an increase in the principal
amount of the Permanent Global Note in accordance with its terms against:

(1 presentation and (in the case of final exchange) presentation and surrender of the Temporary Global
Note to or to the order of the Fiscal Agent; and

(i) receipt by the Fiscal Agent of a certificate or certificates of non-U.S. beneficial ownership.

The principal amount of Notes represented by the Permanent Global Note shall be equal to the aggregate of
the principal amounts specified in the certificates of non-U.S. beneficial ownership provided, however, that in
no circumstances shall the principal amount of Notes represented by the Permanent Global Note exceed the
initial principal amount of Notes represented by the Temporary Global Note.

If:

@) the Permanent Global Note has not been delivered or the principal amount thereof increased by
5.00 p.m. (London time) on the seventh day after the bearer of the Temporary Global Note has
requested exchange of an interest in the Temporary Global Note for an interest in a Permanent Global
Note; or

(b) the Temporary Global Note (or any part thereof) has become due and payable in accordance with the
Terms and Conditions of the Notes or the date for final redemption of the Temporary Global Note has
occurred and, in either case, payment in full of the amount of principal falling due with all accrued
interest thereon has not been made to the bearer of the Temporary Global Note in accordance with the
terms of the Temporary Global Note on the due date for payment,

then from 5.00 p.m. (London time) on such day, the bearer of the Temporary Global Note will become entitled
to proceed directly against the Issuer on, and subject to, the terms of a deed of covenant dated 15
February 2018 (the “Deed of Covenant”) and the bearer of the Temporary Global Note will have no further
rights thereunder (but without prejudice to the rights which the bearer of the Temporary Global Note or others
may have under the Deed of Covenant).

The Permanent Global Note will become exchangeable, in whole but not in part only and at the request of the
bearer of the Permanent Global Note, for Bearer Notes in definitive form (“Definitive Notes™) if either of the
following events occurs:

(i) Euroclear or Clearstream, Luxembourg or any other relevant clearing system is closed for business for
a continuous period of 14 days (other than by reason of legal holidays) or announces an intention
permanently to cease business; or

(i) any of the circumstances described in Condition 13 (Events of Default) occurs.

Whenever the Permanent Global Note is to be exchanged for Definitive Notes, the Issuer shall procure the
prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and with Coupons
and Talons attached (if so specified in the Final Terms or the Drawdown Prospectus), in an aggregate
principal amount equal to the principal amount of Notes represented by the Permanent Global Note to the
bearer of the Permanent Global Note against the surrender of the Permanent Global Note to or to the order of
the Fiscal Agent within 30 days of the bearer requesting such exchange.

If:

(@) Definitive Notes have not been duly delivered by 5.00 p.m. (London time) on the thirtieth day after
the bearer has requested exchange of the Permanent Global Note for Definitive Notes; or

(b) the Permanent Global Note was originally issued in exchange for part only of a Temporary Global
Note representing the Notes and the bearer of such Temporary Global Note ceases to have rights
under it in accordance with its terms; or

(c) the Permanent Global Note (or any part thereof) has become due and payable in accordance with the
Terms and Conditions of the Notes or the date for final redemption of the Permanent Global Note has
occurred and, in either case, payment in full of the amount of principal falling due with all accrued
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interest thereon has not been made to the bearer in accordance with the terms of the Permanent Global
Note on the due date for payment,

then from 5.00 p.m. (London time) on such day, the bearer of the Permanent Global Note will become entitled
to proceed directly against the Issuer on, and subject to, the terms of the Deed of Covenant and the bearer of
the Permanent Global Note will have no further rights thereunder (but without prejudice to the rights which
the bearer of the Permanent Global Note or others may have under the Deed of Covenant).

Temporary Global Note exchangeable for Definitive Notes

If the relevant Final Terms or the relevant Drawdown Prospectus specifies the form of Notes as being
“Temporary Global Note exchangeable for Definitive Notes” and also specifies that the TEFRA C Rules are
applicable or that neither the TEFRA C Rules or the TEFRA D Rules are applicable, then the Notes will
initially be in the form of a Temporary Global Note which will be exchangeable, in whole but not in part, for
Definitive Notes not earlier than 40 days after the issue date of the relevant Tranche of the Notes.

If the relevant Final Terms or the relevant Drawdown Prospectus specifies the form of Notes as being
“Temporary Global Note exchangeable for Definitive Notes” and also specifies that the TEFRA D Rules are
applicable, then the Notes will initially be in the form of a Temporary Global Note which will be
exchangeable, in whole or in part, for Definitive Notes not earlier than 40 days after the issue date of the
relevant Tranche of the Notes upon certification as to non-U.S. beneficial ownership. Interest payments in
respect of the Notes cannot be collected without such certification of non-U.S. beneficial ownership.

Whenever the Temporary Global Note is to be exchanged for Definitive Notes, the Issuer shall procure the
prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and with Coupons
and Talons attached (if so specified in the relevant Final Terms or the relevant Drawdown Prospectus), in an
aggregate principal amount equal to the principal amount of the Temporary Global Note to the bearer of the
Temporary Global Note against the surrender of the Temporary Global Note to or to the order of the Fiscal
Agent within 30 days of the bearer requesting such exchange.

If:

@) Definitive Notes have not been duly delivered by 5.00 p.m. (London time) on the thirtieth day after
the bearer has requested exchange of the Temporary Global Note for Definitive Notes; or

(b) the Temporary Global Note (or any part thereof) has become due and payable in accordance with the
Terms and Conditions of the Notes or the date for final redemption of the Temporary Global Note has
occurred and, in either case, payment in full of the amount of principal falling due with all accrued
interest thereon has not been made to the bearer in accordance with the terms of the Temporary
Global Note on the due date for payment,

then from 5.00 p.m. (London time) on such day, the bearer of the Temporary Global Note will become entitled
to proceed directly against the Issuer on, and subject to, the terms of the Deed of Covenant and the bearer of
the Temporary Global Note will have no further rights thereunder (but without prejudice to the rights which
the bearer of the Temporary Global Note or others may have under the Deed of Covenant).

For the avoidance of doubt, if Notes are to be issued with a minimum Specified Denomination and in integral
multiples of another smaller amount in excess thereof as specified in the relevant Final Terms or the relevant
Drawdown Prospectus, the Notes cannot be represented on issue by a Temporary Global Note exchangeable
for Definitive Notes.

Permanent Global Note exchangeable for Definitive Notes

If the relevant Final Terms or the relevant Drawdown Prospectus specifies the form of Notes as being
“Permanent Global Note exchangeable for Definitive Notes”, then the Notes will initially be in the form of a
Permanent Global Note which will be exchangeable in whole, but not in part, for Definitive Notes if either of
the following events occurs:

(i) Euroclear or Clearstream, Luxembourg or any other relevant clearing system is closed for business for
a continuous period of 14 days (other than by reason of legal holidays) or announces an intention
permanently to cease business; or
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(i) any of the circumstances described in Condition 13 (Events of Default) occurs.

Whenever the Permanent Global Note is to be exchanged for Definitive Notes, the Issuer shall procure the
prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and with Coupons
and Talons attached (if so specified in the Final Terms or the Drawdown Prospectus), in an aggregate
principal amount equal to the principal amount of Notes represented by the Permanent Global Note to the
bearer of the Permanent Global Note against the surrender of the Permanent Global Note to or to the order of
the Fiscal Agent within 30 days of the bearer requesting such exchange.

If:

(@) Definitive Notes have not been duly delivered by 5.00 p.m. (London time) on the thirtieth day after
the bearer has requested exchange of the Permanent Global Note for Definitive Notes; or

(b) the Permanent Global Note (or any part thereof) has become due and payable in accordance with the
Terms and Conditions of the Notes or the date for final redemption of the Permanent Global Note has
occurred and, in either case, payment in full of the amount of principal falling due with all accrued
interest thereon has not been made to the bearer in accordance with the terms of the Permanent Global
Note on the due date for payment,

then from 5.00 p.m. (London time) on such day, the bearer of the Permanent Global Note will become entitled
to proceed directly against the Issuer on, and subject to, the terms of the Deed of Covenant and the bearer of
the Permanent Global Note will have no further rights thereunder (but without prejudice to the rights which
the bearer of the Permanent Global Note or others may have under the Deed of Covenant).

Rights under Deed of Covenant

Under the Deed of Covenant, persons shown in the records of Euroclear and/or Clearstream, Luxembourg
and/or any other relevant clearing system as being entitled to an interest in a Temporary Global Note or a
Permanent Global Note which becomes void will acquire directly against the Issuer all those rights to which
they would have been entitled if, immediately before the Temporary Global Note or Permanent Global Note
became void, they had been the holders of Definitive Notes in an aggregate principal amount equal to the
principal amount of Notes they were shown as holding in the records of Euroclear and/or Clearstream,
Luxembourg and/or any other relevant clearing system.

Terms and Conditions applicable to the Notes

The terms and conditions applicable to any Definitive Note will be endorsed on that Note and will consist of
the terms and conditions set out under “Terms and Conditions of the Notes” below and the provisions of the
relevant Final Terms or the relevant Drawdown Prospectus which complete those terms and conditions.

The terms and conditions applicable to any Note in global form will differ from those terms and conditions
which would apply to the Note were it in definitive form to the extent described under “Summary of
Provisions Relating to the Notes while in Global Form” below.

Legend concerning United States persons

In the case of any Tranche of Bearer Notes (other than the Temporary Global Note) and any Coupons and
Talons appertaining thereto will bear a legend to the following effect:

“Any United States person who holds this obligation will be subject to limitations under the United States
income tax laws, including the limitations provided in Sections 165(j) and 1287(a) of the Internal Revenue
Code.”

Registered Notes

Each Tranche of Registered Notes will be in the form of either individual Note Certificates in registered form
(“Individual Note Certificates™) or a global Note in registered form (a “Global Registered Note”), in each
case as specified in the relevant Final Terms or the relevant Drawdown Prospectus.
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In a press release dated 22 October 2008, “Evolution of the custody arrangement for international debt
securities and their eligibility in Eurosystem credit operations”, the ECB announced that it has assessed the
new holding structure and custody arrangements for registered notes which the ICSDs had designed in
cooperation with market participants and that Notes to be held under the new structure (the “New
Safekeeping Structure” or “NSS”) would be in compliance with the “Standards for the use of EU securities
settlement systems in ESCB credit operations” of the central banking system for the euro (the “Eurosystem”),
subject to the conclusion of the necessary legal and contractual arrangements. The press release also stated
that the new arrangements for Notes to be held in NSS form will be offered by Euroclear and Clearstream,
Luxembourg as of 30 June 2010 and that registered debt securities in global registered form held issued
through Euroclear and Clearstream, Luxembourg after 30 September 2010 will only be eligible as collateral in
Eurosystem operations if the New Safekeeping Structure is used.

Each Global Registered Note will either be: (a) in the case of a Note which is not to be held under the new
safekeeping structure (“New Safekeeping Structure” or “NSS”), registered in the name of a common
depositary (or its nominee) for Euroclear and/or Clearstream, Luxembourg and/or any other relevant clearing
system and the relevant Global Registered Note will be deposited on or about the issue date with the common
depositary and will be exchangeable in accordance with its terms; or (b) in the case of a Note to be held under
the New Safekeeping Structure, be registered in the name of a common safekeeper (or its nominee) for
Euroclear and/or Clearstream, Luxembourg and/or any other relevant clearing system and the relevant Global
Registered Note will be deposited on or about the issue date with the common safekeeper for Euroclear and/or
Clearstream, Luxembourg and will be exchangeable for Individual Note Certificates in accordance with its
terms.

If the relevant Final Terms or the relevant Drawdown Prospectus specifies the form of Notes as being
“Individual Note Certificates”, then the Notes will at all times be in the form of Individual Note Certificates
issued to each Noteholder in respect of their respective holdings.

If the relevant Final Terms or the relevant Drawdown Prospectus specifies the form of Notes as being “Global
Registered Note exchangeable for Individual Note Certificates”, then the Notes will initially be in the form of
a Global Registered Note which will be exchangeable in whole, but not in part, for Individual Note
Certificates if either of the following events occurs:

(i) Euroclear or Clearstream, Luxembourg or any other relevant clearing system is closed for business for
a continuous period of 14 days (other than by reason of legal holidays) or announces an intention
permanently to cease business; or

(i) any of the circumstances described in Condition 13 (Events of Default) occurs.

Whenever the Global Registered Note is to be exchanged for Individual Note Certificates, the Issuer shall
procure that Individual Note Certificates will be issued in an aggregate principal amount equal to the principal
amount of the Global Registered Note within five business days of the delivery, by or on behalf of the
registered holder of the Global Registered Note to the Registrar of such information as is required to complete
and deliver such Individual Note Certificates (including, without limitation, the names and addresses of the
persons in whose names the Individual Note Certificates are to be registered and the principal amount of each
such person’s holding) against the surrender of the Global Registered Note at the specified office of the
Registrar.

Such exchange will be effected in accordance with the provisions of the Agency Agreement and the
regulations concerning the transfer and registration of Notes scheduled thereto and, in particular, shall be
effected without charge to any holder, but against such indemnity as the Registrar may require in respect of
any tax or other duty of whatsoever nature which may be levied or imposed in connection with such exchange.

If:

(@) Individual Note Certificates have not been delivered by 5.00 p.m. (London time) on the thirtieth day
after they are due to be issued and delivered in accordance with the terms of the Global Registered
Note; or

(b) any of the Notes represented by a Global Registered Note (or any part of it) has become due and
payable in accordance with the Terms and Conditions of the Notes or the date for final redemption of
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the Notes has occurred and, in either case, payment in full of the amount of principal falling due with
all accrued interest thereon has not been made to the holder of the Global Registered Note in
accordance with the terms of the Global Registered Note on the due date for payment,

then from 5.00 p.m. (London time) on such day, each holder of the Global Registered Note will become
entitled to proceed directly against the Issuer on, and subject to, the terms of the Deed of Covenant in respect
of the Notes and the holder of the Global Registered Note will have no further rights thereunder (but without
prejudice to the rights which the holder of the Global Registered Note or others may have under the Deed of
Covenant. Under the Deed of Covenant, persons shown in the records of Euroclear and/or Clearstream,
Luxembourg and/or any other relevant clearing system as being entitled to an interest in a Global Registered
Note will acquire directly against the Issuer all those rights to which they would have been entitled if,
immediately before the Global Registered Note became void, they had been the holders of Individual Note
Certificates in an aggregate principal amount equal to the principal amount of Notes they were shown as
holding in the records of Euroclear and/or Clearstream, Luxembourg and/or any other relevant clearing
system.

Terms and Conditions applicable to the Notes

The terms and conditions applicable to any Individual Note Certificate will be endorsed on that Individual
Note Certificate and will consist of the terms and conditions set out under “Terms and Conditions of the
Notes” below and the provisions of the relevant Final Terms or the relevant Drawdown Prospectus which
complete those terms and conditions.

The terms and conditions applicable to any Global Registered Note will differ from those terms and conditions
which would apply to the Note were it in definitive form to the extent described under “Summary of
Provisions Relating to the Notes while in Global Form” below.
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TERMS AND CONDITIONS OF THE NOTES

The following is the text of the terms and conditions which, as completed by the relevant Final Terms or the
relevant Drawdown Prospectus, will be endorsed on each Note in definitive form issued under the
Programme. The terms and conditions applicable to any Note in global form will differ from those terms and
conditions which would apply to the Note were it in definitive form to the extent described under “Summary of
Provisions Relating to the Notes while in Global Form” below.

1. Introduction

@) Programme: Zapadoslovenska energetika, a.s. (“ZSE” or the “Issuer”) has established a Euro
Medium Term Note Programme (the “Programme”) for the issuance of up to EUR 1,000,000,000 in
aggregate principal amount of notes (the “Notes”™).

(b) Final Terms: Notes issued under the Programme are issued in series (each a “Series”) and each Series
may comprise one or more tranches (each a “Tranche”) of Notes. Each Tranche is the subject of a
document specific to such Tranche called final terms (the “Final Terms”) or a separate prospectus
specific to such Tranche (the “Drawdown Prospectus”) which completes these terms and conditions
(the “Conditions”). The terms and conditions applicable to any particular Tranche of Notes are these
Conditions as completed by the relevant Final Terms or the relevant Drawdown Prospectus. In the
event of any inconsistency between these Conditions and the relevant Final Terms or the relevant
Drawdown Prospectus, as the case may be, the relevant Final Terms or the relevant Drawdown
Prospectus shall prevail.

(c) Agency Agreement: The Notes are the subject of an amended and restated issue and paying agency
agreement dated 15 February 2018 (the “Agency Agreement”, which expression includes the same as
it may be amended, supplemented, novated or restated from time to time) between the Issuer,
Citibank, N.A., London Branch as fiscal agent (the “Fiscal Agent”, which expression includes any
successor fiscal agent appointed from time to time in connection with the Notes), Citigroup Global
Markets Deutschland AG as registrar (the “Registrar”, which expression includes any successor
registrar appointed from time to time in connection with the Notes), the paying agents named therein
(together with the Fiscal Agent, the “Paying Agents”, which expression includes any successor or
additional paying agents appointed from time to time in connection with the Notes) and the transfer
agents named therein (together with the Registrar, the “Transfer Agents”, which expression includes
any successor or additional transfer agents appointed from time to time in connection with the Notes).
In these Conditions references to the “Agents” are to the Paying Agents and the Transfer Agents and
any reference to an “Agent” is to any one of them.

(d) Deed of Covenant: The Notes may be issued in bearer form (“Bearer Notes™), or in registered form
(“Registered Notes™). Registered Notes are constituted by a deed of covenant dated 15 February 2018
(the “Deed of Covenant”, which expression includes the same as it may be amended, supplemented,
modified or restated from time to time) entered into by the Issuer.

(e) The Notes: All subsequent references in these Conditions to “Notes” are to the Notes which are the
subject of the relevant Final Terms or the relevant Drawdown Prospectus. Copies of the relevant Final
Terms or the relevant Drawdown Prospectus are available for viewing at the specified office of each
of the Paying Agents and copies may be obtained from the registered office of the Issuer.

(f Summaries: Certain provisions of these Conditions are summaries of the Agency Agreement and the
Deed of Covenant and are subject to their detailed provisions. Noteholders and the holders of the
related interest coupons, if any, (the “Couponholders” and the “Coupons”, respectively) are bound
by, and are deemed to have notice of, all the provisions of the Agency Agreement and the Deed of
Covenant applicable to them. Copies of the Agency Agreement and the Deed of Covenant are
available for inspection by Noteholders during normal business hours at the Specified Offices of each
of the Agents, the initial Specified Offices of which are set out below.
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2.
(@)

Interpretation
Definitions: In these Conditions the following expressions have the following meanings:

“Accrual Yield” has the meaning given in the relevant Final Terms or the relevant Drawdown
Prospectus;

“Additional Business Centre(s)” means the city or cities specified as such in the relevant Final
Terms or the relevant Drawdown Prospectus;

“Additional Financial Centre(s)” means the city or cities specified as such in the relevant Final
Terms or the relevant Drawdown Prospectus;

“Benchmark Security” means the security specified in the relevant Final Terms or the relevant
Drawdown Prospectus, or, if such security is no longer outstanding on the Make-Whole Amount
Calculation Date, such substitute benchmark security selected by the Financial Advisor, in each case
as having a maturity comparable to the remaining term of the Notes, that would be used at the time of
selection and in accordance with customary financial practice, in pricing new issues of corporate debt
securities of comparable maturity to the remaining term of the Notes;

“Benchmark Yield” means the yield as at the Make-Whole Amount Calculation Date as appearing at
around noon London time on the Benchmark Yield Screen Page in respect of the Benchmark Security,
or if such yield cannot be so determined at such time, the yield determined as aforesaid as appearing
on the Benchmark Yield Screen Page at such other time on the Make-Whole Amount Calculation
Date as may be considered to be appropriate by the Calculation Agent in consultation with the Issuer;

“Benchmark Yield Screen Page” means screen page specified in the relevant Final Terms or the
relevant Drawdown Prospectus (or any successor page or successor pricing source), or, if such
Bloomberg page or pricing source is not available, such other page (if any) from such other
information provider displaying substantially similar data as determined in consultation with the
Issuer;

“Business Day” means:

@) in relation to any sum payable in euro, a TARGET Settlement Day and a day on which
commercial banks and foreign exchange markets settle payments generally in each (if any)
Additional Business Centre; and

(b) in relation to any sum payable in a currency other than euro, a day on which commercial
banks and foreign exchange markets settle payments generally in London, in the Principal
Financial Centre of the relevant currency and in each (if any) Additional Business Centre;

“Business Day Convention”, in relation to any particular date, has the meaning given in the relevant
Final Terms or the relevant Drawdown Prospectus and, if so specified in the relevant Final Terms or
the relevant Drawdown Prospectus, may have different meanings in relation to different dates and, in
this context, the following expressions shall have the following meanings:

@) “Following Business Day Convention” means that the relevant date shall be postponed to
the first following day that is a Business Day;

(b) “Modified Following Business Day Convention” or “Modified Business Day Convention”
means that the relevant date shall be postponed to the first following day that is a Business
Day unless that day falls in the next calendar month in which case that date will be the first
preceding day that is a Business Day;

(c) “Preceding Business Day Convention” means that the relevant date shall be brought forward
to the first preceding day that is a Business Day;

(d) “FRN Convention”, “Floating Rate Convention” or “Eurodollar Convention” means that
each relevant date shall be the date which numerically corresponds to the preceding such date
in the calendar month which is the number of months specified in the relevant Final Terms or
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the relevant Drawdown Prospectus as the Specified Period after the calendar month in which
the preceding such date occurred provided, however, that:

0] if there is no such numerically corresponding day in the calendar month in which any
such date should occur, then such date will be the last day which is a Business Day in
that calendar month;

(i) if any such date would otherwise fall on a day which is not a Business Day, then such
date will be the first following day which is a Business Day unless that day falls in
the next calendar month, in which case it will be the first preceding day which is a
Business Day; and

(iii) if the preceding such date occurred on the last day in a calendar month which was a
Business Day, then all subsequent such dates will be the last day which is a Business
Day in the calendar month which is the specified number of months after the calendar
month in which the preceding such date occurred; and

(e) “No Adjustment” means that the relevant date shall not be adjusted in accordance with any
Business Day Convention;

“Calculation Agent” means the Fiscal Agent or such other Person specified in the relevant Final
Terms or the relevant Drawdown Prospectus as the party responsible for calculating the Rate(s) of
Interest and Interest Amount(s) and/or such other amount(s) as may be specified in the relevant Final
Terms or the relevant Drawdown Prospectus;

“Calculation Amount” has the meaning given in the relevant Final Terms or the relevant Drawdown
Prospectus;

“Coupon Sheet” means, in respect of a Note, a coupon sheet relating to the Note;

“Day Count Fraction” means, in respect of the calculation of an amount for any period of time (the
“Calculation Period”), such day count fraction as may be specified in these Conditions or the
relevant Final Terms or the relevant Drawdown Prospectus and:

@) if “Actual/Actual (ICMA)” is so specified, means:

0] where the Calculation Period is equal to or shorter than the Regular Period during
which it falls, the actual number of days in the Calculation Period divided by the
product of (1) the actual number of days in such Regular Period and (2) the number of
Regular Periods in any year; and

(i) where the Calculation Period is longer than one Regular Period, the sum of:

(A) the actual number of days in such Calculation Period falling in the Regular
Period in which it begins divided by the product of (1) the actual number of
days in such Regular Period and (2) the number of Regular Periods in any
year; and

(B) the actual number of days in such Calculation Period falling in the next
Regular Period divided by the product of (1) the actual number of days in
such Regular Period and (2) the number of Regular Periods in any year;

(b) if “Actual/Actual (ISDA)” is so specified, means the actual number of days in the
Calculation Period divided by 365 (or, if any portion of the Calculation Period falls in a leap
year, the sum of (A) the actual number of days in that portion of the Calculation Period falling
in a leap year divided by 366 and (B) the actual number of days in that portion of the
Calculation Period falling in a non-leap year divided by 365);

(c) if “Actual/365 (Fixed)” is so specified, means the actual number of days in the Calculation
Period divided by 365;
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(d)

(€)

)

if “Actual/360” is so specified, means the actual number of days in the Calculation Period
divided by 360;

if “30/360” is so specified, the number of days in the Calculation Period divided by 360,
calculated on a formula basis as follows

Day Count Fraction = [360x(Y, —Y,]+ [30)(;2(/')2 ~M,)]+(D, - D))

where:
“Y,” is the year, expressed as a number, in which the first day of the Calculation Period falls;

“Y,” is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

“M;” is the calendar month, expressed as a number, in which the first day of the Calculation
Period falls;

“My,” is the calendar month, expressed as a number, in which the day immediately following
the last day included in the Calculation Period falls;

“Dy” is the first calendar day, expressed as a number, of the Calculation Period, unless such
number would be 31, in which case D, will be 30; and

“D,” is the calendar day, expressed as a number, immediately following the last day included
in the Calculation Period, unless such number would be 31 and D, is greater than 29, in which
case D, will be 307;

if “30E/360” or “Eurobond Basis” is so specified, the number of days in the Calculation
Period divided by 360, calculated on a formula basis as follows:

N = [360x(Y, —Y,]+[30x(M, —M,)]+ (D, - D,)

Day Count Fractio
360

where:
“Y,” is the year, expressed as a number, in which the first day of the Calculation Period falls;

“Y,” is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

“M;” is the calendar month, expressed as a number, in which the first day of the Calculation
Period falls;

“My,” is the calendar month, expressed as a number, in which the day immediately following
the last day included in the Calculation Period falls;

“D,” is the first calendar day, expressed as a number, of the Calculation Period, unless such
number would be 31, in which case D; will be 30; and

“D,” is the calendar day, expressed as a number, immediately following the last day included
in the Calculation Period, unless such number would be 31, in which case D, will be 30; and
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(9) if “30E/360 (ISDA)” is so specified, the number of days in the Calculation Period divided by
360, calculated on a formula basis as follows:

n= [360X(Y2 _Yl] +[:-‘)’OX('\/Iz - Ml)] + (Dz — Dl)

Day Count Fractio
360

where:
“Y,” is the year, expressed as a number, in which the first day of the Calculation Period falls;

“Y,” is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

“M;” is the calendar month, expressed as a number, in which the first day of the Calculation
Period falls;

“M,” is the calendar month, expressed as a number, in which the day immediately following
the last day included in the Calculation Period falls;

“D,” is the first calendar day, expressed as a number, of the Calculation Period, unless (i) that
day is the last day of February or (ii) such number would be 31, in which case D; will be 30;
and

“D,” is the calendar day, expressed as a number, immediately following the last day included
in the Calculation Period, unless (i) that day is the last day of February but not the Maturity
Date or (ii) such number would be 31, in which case D, will be 30,

provided, however, that in each such case the number of days in the Calculation Period is calculated
from and including the first day of the Calculation Period to but excluding the last day of the
Calculation Period;

“Designated Maturity” means, in relation to Screen Rate Determination, the period of time
designated in the Reference Rate.

“Early Redemption Amount” means, in respect of any Note, its principal amount or such other
amount as may be specified in, the relevant Final Terms or the relevant Drawdown Prospectus;

“E.ON” means E.ON SE with its registered office in Essen, Federal Republic of Germany;
“Extraordinary Resolution” has the meaning given in the Agency Agreement;

“Final Redemption Amount” means, in respect of any Note, its principal amount or such other
amount as may be specified in the relevant Final Terms or the relevant Drawdown Prospectus;

“Financial Advisor” means a leading investment bank or financial institution of international
standing selected by the Issuer;

“First Interest Payment Date” means the date specified in the relevant Final Terms or the relevant
Drawdown Prospectus;

“Fixed Coupon Amount” has the meaning given in the relevant Final Terms or the relevant
Drawdown Prospectus;

“Guarantee” means, in relation to any Indebtedness of any Person, any obligation of another Person
to pay such Indebtedness including (without limitation):

(a) any obligation to purchase such Indebtedness;

(b) any obligation to lend money, to purchase or subscribe shares or other securities or to
purchase assets or services in order to provide funds for the payment of such Indebtedness;

(c) any indemnity against the consequences of a default in the payment of such Indebtedness; and
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(d) any other agreement to be responsible for such Indebtedness;

“Group Revenue” means at any time the total revenue at that time of the Group on a consolidated
basis as shown by the Issuer’s most recent consolidated annual audited financial statements;

“Group Total Assets” means at any time the total book value of all assets of the Group based on the
most recent consolidated annual audited financial statements of the Issuer;

“Holder”, in the case of Bearer Notes, has the meaning given in Condition 3(b) (Title to Bearer
Notes) and, in the case of Registered Notes, has the meaning given in Condition 3(d) (Title to
Registered Notes);

“Indebtedness” means any indebtedness of any Person for money borrowed or raised including
(without limitation) any indebtedness for or in respect of:

(@) amounts raised by acceptance under any acceptance credit facility;
(b) amounts raised under any note purchase facility;

(c) the amount of any liability in respect of leases or hire purchase contracts which would, in
accordance with applicable law and generally accepted accounting principles, be treated as
finance or capital leases;

(d) the amount of any liability in respect of any purchase price for assets or services the payment
of which is deferred for a period in excess of 60 days; and

(e) amounts raised under any other transaction (including, without limitation, any forward sale or
purchase agreement) having the commercial effect of a borrowing;

“Interest Amount” means, in relation to a Note and an Interest Period, the amount of interest payable
in respect of that Note for that Interest Period,;

“Interest Commencement Date” means the Issue Date of the Notes or such other date as may be
specified as the Interest Commencement Date in the relevant Final Terms or the relevant Drawdown
Prospectus;

“Interest Determination Date” has the meaning given in the relevant Final Terms or the relevant
Drawdown Prospectus;

“Interest Payment Date” means the First Interest Payment Date and any date or dates specified as
such in the relevant Final Terms or the relevant Drawdown Prospectus and, if a Business Day
Convention is specified in the relevant Final Terms or the relevant Drawdown Prospectus:

@) as the same may be adjusted in accordance with the relevant Business Day Convention; or

(b) if the Business Day Convention is the FRN Convention, Floating Rate Convention or
Eurodollar Convention and an interval of a number of calendar months is specified in the
relevant Final Terms or the relevant Drawdown Prospectus as being the Specified Period,
each of such dates as may occur in accordance with the FRN Convention, Floating Rate
Convention or Eurodollar Convention at such Specified Period of calendar months following
the Interest Commencement Date (in the case of the first Interest Payment Date) or the
previous Interest Payment Date (in any other case);

“Interest Period” means each period beginning on (and including) the Interest Commencement Date
or any Interest Payment Date and ending on (but excluding) the next Interest Payment Date;

“ISDA Definitions” means the 2006 ISDA Definitions (as amended and updated as at the date of
issue of the first Tranche of the Notes of the relevant Series (as specified in the relevant Final Terms
or the relevant Drawdown Prospectus) as published by the International Swaps and Derivatives
Association, Inc.);
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“Issue Date” has the meaning given in the relevant Final Terms or the relevant Drawdown
Prospectus;

“Make-Whole Amount” means, in respect of redemption of any Notes pursuant to Condition 9(d),
the amount equal to the sum of:

@) 100 per cent. of the principal amount of the Notes being redeemed; plus

(b) accrued interest, if any, to (but excluding) the Optional Redemption Date (Make-Whole Call);
plus

(c) the excess of:

0] as determined by the Calculation Agent, the sum of the present values of the
remaining scheduled payments of principal and interest on the relevant Series of
Notes not including any portion of such payment of interest accrued up to the
Optional Redemption Date (Make-Whole Call), from the Optional Redemption Date
(Make-Whole Call) to the earlier of (x) the first day on which the Notes may be
redeemed at the option of the Issuer at their principal amount pursuant to
Condition 9(c) (if specified in the relevant Final Terms or the relevant Drawdown
Prospectus as being applicable) and (y) the Maturity Date, discounted to the Optional
Redemption Date (Make-Whole Call) at the Benchmark Yield plus Make-Whole
Margin; over

(i) the principal amount of the relevant Notes;

, provided that the determination of the Calculation Agent pursuant to paragraph (c)(i) above
shall be conclusive in absence of manifest error;

“Make-Whole Amount Calculation Date” the sixth Business Day prior to the Optional Redemption
Date (Make-Whole Call);

“Make-Whole Margin” has the meaning given in the relevant Final Terms or the relevant Drawdown
Prospectus;

“Margin” has the meaning given in the relevant Final Terms or the relevant Drawdown Prospectus;

“Material Subsidiary” means as of any date, a Subsidiary of the Issuer whose consolidated (or in the
case of a Subsidiary that does not itself have any Subsidiaries, unconsolidated) total assets represent
10 per cent. or more of Group Total Assets or whose consolidated (or, in the case of a Subsidiary that
does not itself have any Subsidiaries, unconsolidated) revenue represents 10 per cent. or more of
Group Revenue, in each case as reflected in the Issuer’s most recent consolidated annual audited
financial statements.

“Maturity Date” has the meaning given in the relevant Final Terms or the relevant Drawdown
Prospectus;

“Maximum Redemption Amount” has the meaning given in the relevant Final Terms or the relevant
Drawdown Prospectus;

“Minimum Redemption Amount” has the meaning given in the relevant Final Terms or the relevant
Drawdown Prospectus;

“Noteholder”, in the case of Bearer Notes, has the meaning given in Condition 3(b) (Form,
Denomination, Title and Transfer — Title to Bearer Notes) and, in the case of Registered Notes, has
the meaning given in Condition 3(d) (Form, Denomination, Title and Transfer — Title to Registered
Notes);

“Optional Redemption Amount (Call)” means, in respect of any Note, its principal amount or such
other amount as may be specified in the relevant Final Terms or the relevant Drawdown Prospectus;
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“Optional Redemption Amount (Put)” means, in respect of any Note, its principal amount or such
other amount as may be specified in the relevant Final Terms or the relevant Drawdown Prospectus;

“Optional Redemption Date (Call)” has the meaning given in the relevant Final Terms or the
relevant Drawdown Prospectus;

“Optional Redemption Date (Make-Whole Call)” means the date specified in the relevant notice of
redemption given by the Issuer pursuant to Condition 9(d);

“Optional Redemption Date (Put)” has the meaning given in the relevant Final Terms or the
relevant Drawdown Prospectus;

“Participating Member State” means a Member State of the European Communities which adopts
the euro as its lawful currency in accordance with the Treaty;

“Payment Business Day” means:
@) if the currency of payment is euro, any day which is:

0] a day on which banks in the relevant place of presentation are open for presentation
and payment of bearer debt securities and for dealings in foreign currencies; and

(i) in the case of payment by transfer to an account, a TARGET Settlement Day and a
day on which dealings in foreign currencies may be carried on in each (if any) Additional
Financial Centre; or

(b) if the currency of payment is not euro, any day which is:

0] a day on which banks in the relevant place of presentation are open for presentation
and payment of bearer debt securities and for dealings in foreign currencies; and

(i) in the case of payment by transfer to an account, a day on which dealings in foreign
currencies may be carried on in the Principal Financial Centre of the currency of payment and
in each (if any) Additional Financial Centre;

“Person” means any individual, company, corporation, firm, partnership, joint venture, association,
organisation, state or agency of a state or other entity, whether or not having separate legal
personality;

“Principal Financial Centre” means, in relation to any currency, the principal financial centre for
that currency provided, however, that in relation to euro, it means the principal financial centre of
such Member State of the European Communities as is selected (in the case of a payment) by the
payee or (in the case of a calculation) by the Calculation Agent;

“Put Option Notice” means a notice which must be delivered to a Paying Agent by any Noteholder
wanting to exercise a right to redeem a Note at the option of the Noteholder;

“Put Option Receipt” means a receipt issued by a Paying Agent to a depositing Noteholder upon
deposit of a Note with such Paying Agent by any Noteholder wanting to exercise a right to redeem a
Note at the option of the Noteholder;

“Rate of Interest” means the rate or rates (expressed as a percentage per annum) of interest payable
in respect of the Notes specified in the relevant Final Terms or the relevant Drawdown Prospectus, as
the case may be, or calculated or determined in accordance with the provisions of these Conditions;

“Redemption Amount” means, as appropriate, the Final Redemption Amount, the Early Redemption
Amount, the Optional Redemption Amount (Call), the Optional Redemption Amount (Put) or such
other amount in the nature of a redemption amount as may be specified in the relevant Final Terms or
the relevant Drawdown Prospectus;
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“Reference Banks” has the meaning given in the relevant Final Terms or the relevant Drawdown
Prospectus or, if none, four major banks selected by the Financial Advisor in the market that is most
closely connected with the Reference Rate;

“Reference Price” has the meaning given in the relevant Final Terms or the relevant Drawdown
Prospectus;

“Reference Rate” means either LIBOR or EURIBOR as specified in the relevant Final Terms or the
relevant Drawdown Prospectus;

“Regular Period” means:

(@) in the case of Notes where interest is scheduled to be paid only by means of regular payments,
each period from and including the Interest Commencement Date to but excluding the first
Interest Payment Date and each successive period from and including one Interest Payment
Date to but excluding the next Interest Payment Date;

(b) in the case of Notes where, apart from the first Interest Period, interest is scheduled to be paid
only by means of regular payments, each period from and including a Regular Date falling in
any year to but excluding the next Regular Date, where “Regular Date” means the day and
month (but not the year) on which any Interest Payment Date falls; and

(©) in the case of Notes where, apart from one Interest Period other than the first Interest Period,
interest is scheduled to be paid only by means of regular payments, each period from and
including a Regular Date falling in any year to but excluding the next Regular Date, where
“Regular Date” means the day and month (but not the year) on which any Interest Payment
Date falls other than the Interest Payment Date falling at the end of the irregular Interest
Period;

“Relevant Date” means, in relation to any payment, whichever is the later of (a) the date on which the
payment in question first becomes due and (b) if the full amount payable has not been received in the
Principal Financial Centre of the currency of payment by the Fiscal Agent on or prior to such due
date, the date on which (the full amount having been so received) notice to that effect has been given
to the Noteholders;

“Relevant Financial Centre” has the meaning given in the relevant Final Terms or the relevant
Drawdown Prospectus;

“Relevant Indebtedness” means any Indebtedness which is in the form of or represented by any
bond, note, debenture, debenture stock, loan stock, certificate or other instrument which is, or is
capable of being, listed, quoted or traded on any stock exchange or in any securities market
(including, without limitation, any over-the-counter market);

“Relevant Screen Page” means the page, section or other part of a particular information service
(including, without limitation, Reuters) specified as the Relevant Screen Page in the relevant Final
Terms or the relevant Drawdown Prospectus, or such other page, section or other part as may replace
it on that information service or such other information service, in each case, as may be nominated by
the Person providing or sponsoring the information appearing there for the purpose of displaying rates
or prices comparable to the Reference Rate;

“Relevant Time” has the meaning given in the relevant Final Terms or the relevant Drawdown
Prospectus;

“Reserved Matter” means any proposal to change any date fixed for payment of principal or interest
in respect of the Notes, to reduce the amount of principal or interest payable on any date in respect of
the Notes, to alter the method of calculating the amount of any payment in respect of the Notes or the
date for any such payment, to change the currency of any payment under the Notes or to change the
qguorum requirements relating to meetings or the majority required to pass an Extraordinary
Resolution;
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“Security Interest” means any mortgage, charge, pledge, lien or other security interest including,
without limitation, anything analogous to any of the foregoing under the laws of any jurisdiction;

“Specified Currency” has the meaning given in the relevant Final Terms or the relevant Drawdown
Prospectus;

“Specified Denomination(s)” has the meaning given in the relevant Final Terms or the relevant
Drawdown Prospectus;

“Specified Office” has the meaning given in the Agency Agreement;

“Specified Period” has the meaning given in the relevant Final Terms or the relevant Drawdown
Prospectus;

“Subsidiary” means, in relation to any Person (the “first Person”) at any particular time, any other
Person (the “second Person”):

@) whose affairs and policies the first Person controls or has the power to control, whether by
ownership of share capital, contract, the power to appoint or remove members of the
governing body of the second Person or otherwise; or

(b) whose financial statements are, in accordance with applicable law and generally accepted
accounting principles, consolidated with those of the first Person;

“Talon” means a talon for further Coupons;

“TARGET?2” means the Trans-European Automated Real-Time Gross Settlement Express Transfer
payment system which utilises a single shared platform and which was launched on 19 November
2007;

“TARGET Settlement Day” means any day on which TARGET2 is open for the settlement of
payments in euro;

“Treaty” means the Treaty establishing the European Communities, as amended; and

“Zero Coupon Note” means a Note specified as such in the relevant Final Terms or the relevant
Drawdown Prospectus;

Interpretation: In these Conditions:

0] if the Notes are Zero Coupon Notes, references to Coupons and Couponholders are not
applicable;
(i) if Talons are specified in the relevant Final Terms or the relevant Drawdown Prospectus as

being attached to the Notes at the time of issue, references to Coupons shall be deemed to
include references to Talons;

(iii) if Talons are not specified in the relevant Final Terms or the relevant Drawdown Prospectus
as being attached to the Notes at the time of issue, references to Talons are not applicable;

(iv) any reference to principal shall be deemed to include the Redemption Amount, any additional
amounts in respect of principal which may be payable under Condition 12 (Taxation), any
premium payable in respect of a Note and any other amount in the nature of principal payable
pursuant to these Conditions;

(v) any reference to interest shall be deemed to include any additional amounts in respect of
interest which may be payable under Condition 12 (Taxation) and any other amount in the
nature of interest payable pursuant to these Conditions;

(vi) references to Notes being “outstanding” shall be construed in accordance with the Agency
Agreement; and
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(vii)

if an expression is stated in Condition 2(a) (Definitions) to have the meaning given in the
relevant Final Terms or the relevant Drawdown Prospectus, but the relevant Final Terms or
the relevant Drawdown Prospectus gives no such meaning or specifies that such expression is
“not applicable” then such expression is not applicable to the Notes.

Form, Denomination, Title and Transfer

(@)

(b)

(©)

(d)

(€)

)

(9)

Bearer Notes: Bearer Notes are in the Specified Denomination(s) with Coupons and, if
specified in the relevant Final Terms or the relevant Drawdown Prospectus, Talons attached at
the time of issue. In the case of a Series of Bearer Notes with more than one Specified
Denomination, Bearer Notes of one Specified Denomination will not be exchangeable for
Bearer Notes of another Specified Denomination.

Title to Bearer Notes: Title to Bearer Notes and the Coupons will pass by delivery. In the case
of Bearer Notes, “Holder” means the holder of such Bearer Note and “Noteholder” and
“Couponholder” shall be construed accordingly.

Registered Notes: Registered Notes are in the Specified Denomination(s), which may include
a minimum denomination specified in the relevant Final Terms or the relevant Drawdown
Prospectus and higher integral multiples of a smaller amount specified in the relevant Final
Terms or the relevant Drawdown Prospectus.

Title to Registered Notes: The Registrar will maintain the register in accordance with the
provisions of the Agency Agreement. A certificate (each, a “Note Certificate”) will be issued
to each Holder of Registered Notes in respect of its registered holding. Each Note Certificate
will be numbered serially with an identifying number which will be recorded in the Register.
In the case of Registered Notes, “Holder” means the person in whose name such Registered
Note is for the time being registered in the Register (or, in the case of a joint holding, the first
named thereof) and “Noteholder” shall be construed accordingly.

Ownership: The Holder of any Note or Coupon shall (except as otherwise required by law) be
treated as its absolute owner for all purposes (whether or not it is overdue and regardless of
any notice of ownership, trust or any other interest therein, any writing thereon or, in the case
of Registered Notes, on the Note Certificate relating thereto (other than the endorsed form of
transfer) or any notice of any previous loss or theft thereof) and no Person shall be liable for
so treating such Holder. No person shall have any right to enforce any term or condition of
any Note under the Contracts (Rights of Third Parties) Act 1999.

Transfers of Registered Notes: Subject to Conditions 3(i) (Closed periods) and 3(j)
(Regulations concerning transfers and registration) below, a Registered Note may be
transferred upon surrender of the relevant Note Certificate, with the endorsed form of transfer
duly completed, at the Specified Office of the Registrar or any Transfer Agent, together with
such evidence as the Registrar or (as the case may be) such Transfer Agent may reasonably
require to prove the title of the transferor and the authority of the individuals who have
executed the form of transfer; provided, however, that a Registered Note may not be
transferred unless the principal amount of Registered Notes transferred and (where not all of
the Registered Notes held by a Holder are being transferred) the principal amount of the
balance of Registered Notes not transferred are Specified Denominations. Where not all the
Registered Notes represented by the surrendered Note Certificate are the subject of the
transfer, a new Note Certificate in respect of the balance of the Registered Notes will be
issued to the transferor.

Registration and delivery of Note Certificates: Within five business days of the surrender of a
Note Certificate in accordance with Condition 3(f) (Transfers of Registered Notes) above, the
Registrar will register the transfer in question and deliver a new Note Certificate of a like
principal amount to the Registered Notes transferred to each relevant Holder at its Specified
Office or (as the case may be) the Specified Office of any Transfer Agent or (at the request
and risk of any such relevant Holder) by uninsured first class mail (airmail if overseas) to the
address specified for the purpose by such relevant Holder. In this Condition 3(g), “business
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day” means a day on which commercial banks are open for general business (including
dealings in foreign currencies) in the city where the Registrar or (as the case may be) the
relevant Transfer Agent has its Specified Office.

(h) No charge: The transfer of a Registered Note will be effected without charge by or on behalf
of the Issuer or the Registrar or any Transfer Agent but against such indemnity as the
Registrar or (as the case may be) such Transfer Agent may require in respect of any tax or
other duty of whatsoever nature which may be levied or imposed in connection with such
transfer.

0] Closed periods: Noteholders may not require transfers to be registered during the period of 15
days ending on the due date for any payment of principal or interest in respect of the
Registered Notes.

()] Regulations concerning transfers and registration: All transfers of Registered Notes and
entries on the Register are subject to the detailed regulations concerning the transfer of
Registered Notes scheduled to the Agency Agreement. The regulations may be changed by
the Issuer with the prior written approval of the Registrar. A copy of the current regulations
will be mailed (free of charge) by the Registrar to any Noteholder who requests in writing a
copy of such regulations.

Status

Status of the Notes: The Notes constitute direct, unconditional and unsubordinated obligations of the
Issuer which will at all times rank pari passu among themselves and at least pari passu with all other
present and future unsecured obligations of the Issuer, save for such obligations as may be preferred
by provisions of law that are both mandatory and of general application.

Negative Pledge

So long as any Note remains outstanding, the Issuer shall not, and the Issuer shall procure that none of
its Material Subsidiaries will, create or permit to subsist any Security Interest upon the whole or any
part of its present or future undertaking, assets or revenues (including uncalled capital) to secure any
Relevant Indebtedness or Guarantee of Relevant Indebtedness without (a) at the same time or prior
thereto securing the Notes equally and rateably therewith or (b) providing such other security for the
Notes as may be approved by an Extraordinary Resolution of Noteholders.

Fixed Rate Note Provisions

@) Application: This Condition 6 is applicable to the Notes only if the Fixed Rate Note
Provisions are specified in the relevant Final Terms or the relevant Drawdown Prospectus as
being applicable.

(b) Accrual of interest: The Notes bear interest from the Interest Commencement Date at the Rate
of Interest payable in arrear on each Interest Payment Date, subject as provided in
Condition 10 (Payments — Bearer Notes). Each Note will cease to bear interest from the due
date for final redemption unless, upon due presentation, payment of the Redemption Amount
is improperly withheld or refused, in which case it will continue to bear interest in accordance
with this Condition 6 (as well after as before judgment) until whichever is the earlier of (i) the
day on which all sums due in respect of such Note up to that day are received by or on behalf
of the relevant Noteholder and (ii) the day which is seven days after the Fiscal Agent has
notified the Noteholders that it has received all sums due in respect of the Notes up to such
seventh day (except to the extent that there is any subsequent default in payment).

(c) Fixed Coupon Amount: The amount of interest payable in respect of each Note for any
Interest Period shall be the relevant Fixed Coupon Amount and, if the Notes are in more than
one Specified Denomination, shall be the relevant Fixed Coupon Amount in respect of the
relevant Specified Denomination.
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(d)

Calculation of interest amount: The amount of interest payable in respect of each Note for
any period for which a Fixed Coupon Amount is not specified shall be calculated by applying
the Rate of Interest to the Calculation Amount, multiplying the product by the relevant Day
Count Fraction, rounding the resulting figure to the nearest sub-unit of the Specified Currency
(half a sub-unit being rounded upwards) and multiplying such rounded figure by a fraction
equal to the Specified Denomination of such Note divided by the Calculation Amount. For
this purpose a “sub-unit” means, in the case of any currency other than euro, the lowest
amount of such currency that is available as legal tender in the country of such currency and,
in the case of euro, means one cent.

Floating Rate Note Provisions

(@)

(b)

(©)

Application: This Condition 7 is applicable to the Notes only if the Floating Rate Note
Provisions are specified in the relevant Final Terms or the relevant Drawdown Prospectus as
being applicable.

Accrual of interest: The Notes bear interest from the Interest Commencement Date at the Rate
of Interest payable in arrear on each Interest Payment Date, subject as provided in
Condition 10 (Payments — Bearer Notes). Each Note will cease to bear interest from the due
date for final redemption unless, upon due presentation, payment of the Redemption Amount
is improperly withheld or refused, in which case it will continue to bear interest in accordance
with this Condition 7(b) (as well after as before judgment) until whichever is the earlier of
(i) the day on which all sums due in respect of such Note up to that day are received by or on
behalf of the relevant Noteholder and (ii) the day which is seven days after the Fiscal Agent
has notified the Noteholders that it has received all sums due in respect of the Notes up to
such seventh day (except to the extent that there is any subsequent default in payment).

Screen Rate Determination: If Screen Rate Determination is specified in the relevant Final
Terms or the relevant Drawdown Prospectus as the manner in which the Rate(s) of Interest
is/are to be determined, the Rate of Interest applicable to the Notes for each Interest Period
will be determined by the Calculation Agent on the following basis:

0] if the Reference Rate is a composite quotation or customarily supplied by one entity,
the Calculation Agent will determine the Reference Rate which appears on the
Relevant Screen Page (or such replacement page on that service which displays the
information) as of the Relevant Time on the relevant Interest Determination Date;

(i) in any other case, the Calculation Agent will determine the arithmetic mean of the
Reference Rates which appear on the Relevant Screen Page as of the Relevant Time
on the relevant Interest Determination Date;

(iii) if, in the case of (i) above, such rate does not appear on that page or, in the case
of (ii) above, fewer than two such rates appear on that page or if, in either case, the
Relevant Screen Page is unavailable, the Calculation Agent will:

(A) request the principal Relevant Financial Centre office of each of the
Reference Banks to provide a quotation of the Reference Rate at
approximately the Relevant Time on the Interest Determination Date to prime
banks in the Relevant Financial Centre interbank market in an amount that is
representative for a single transaction in that market at that time; and

(B) determine the arithmetic mean of such quotations; and

(iv) if fewer than two such quotations are provided as requested, the Calculation Agent
will determine the arithmetic mean of the rates (being the nearest to the Reference
Rate, as determined by the Calculation Agent) quoted by major banks in the Principal
Financial Centre of the Specified Currency, selected by the Calculation Agent, at
approximately 11.00 a.m. (local time in the Principal Financial Centre of the
Specified Currency) on the first day of the relevant Interest Period for loans in the
Specified Currency to leading European banks for a period equal to the relevant
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(d)

(€)

)

(9)

Interest Period and in an amount that is representative for a single transaction in that
market at that time,

and the Rate of Interest for such Interest Period shall be the sum of the Margin and the rate or
(as the case may be) the arithmetic mean so determined; provided, however, that if the
Calculation Agent is unable to determine a rate or (as the case may be) an arithmetic mean in
accordance with the above provisions in relation to any Interest Period, the Rate of Interest
applicable to the Notes during such Interest Period will be the sum of the Margin and the rate
or (as the case may be) the arithmetic mean last determined in relation to the Notes in respect
of a preceding Interest Period.

ISDA Determination: If ISDA Determination is specified in the relevant Final Terms or the
relevant Drawdown Prospectus as the manner in which the Rate(s) of Interest is/are to be
determined, the Rate of Interest applicable to the Notes for each Interest Period will be the
sum of the Margin and the relevant ISDA Rate where “ISDA Rate” in relation to any Interest
Period means a rate equal to the Floating Rate (as defined in the ISDA Definitions) that would
be determined by the Calculation Agent under an interest rate swap transaction if the
Calculation Agent were acting as Calculation Agent for that interest rate swap transaction
under the terms of an agreement incorporating the ISDA Definitions and under which:

0] the Floating Rate Option (as defined in the ISDA Definitions) is as specified in the
relevant Final Terms or the relevant Drawdown Prospectus;

(i) the Designated Maturity (as defined in the ISDA Definitions) is a period specified in
the relevant Final Terms or the relevant Drawdown Prospectus; and

(iti)  the relevant Reset Date (as defined in the ISDA Definitions) is either (A) if the
relevant Floating Rate Option is based on the London inter-bank offered rate
(LIBOR) for a currency, the first day of that Interest Period or (B) in any other case,
as specified in the relevant Final Terms or the relevant Drawdown Prospectus.

Maximum or Minimum Rate of Interest: If any Maximum Rate of Interest or Minimum Rate
of Interest is specified in the relevant Final Terms or the relevant Drawdown Prospectus, then
the Rate of Interest shall in no event be greater than the maximum or be less than the
minimum so specified.

Linear Interpolation: Where Linear Interpolation is specified as applicable in respect of an
Interest Period in the relevant Final Terms or the relevant Drawdown Prospectus, the Rate of
Interest for such Interest Period shall be calculated by the Calculation Agent by straight line
linear interpolation by reference to two rates based on the relevant Reference Rate (where
Screen Rate Determination is specified as applicable in the applicable Final Terms) or the
relevant Floating Rate Option (where ISDA Determination is specified as applicable in the
relevant Final Terms or the relevant Drawdown Prospectus), one of which shall be determined
as if the Designated Maturity were the period of time for which rates are available next
shorter than the length of the relevant Interest Period and the other of which shall be
determined as if the Designated Maturity were the period of time for which rates are available
next longer than the length of the relevant Interest Period; provided, however, that if there is
no rate available for a period of time next shorter or, as the case may be, next longer, then the
Calculation Agent shall determine such rate at such time and by reference to such sources as it
determines appropriate.

Calculation of Interest Amount: The Calculation Agent will, as soon as practicable after the
time at which the Rate of Interest is to be determined in relation to each Interest Period,
calculate the Interest Amount payable in respect of each Note for such Interest Period. The
Interest Amount will be calculated by applying the Rate of Interest for such Interest Period to
the Calculation Amount, multiplying the product by the relevant Day Count Fraction,
rounding the resulting figure to the nearest sub-unit of the Specified Currency (half a sub-unit
being rounded upwards) and multiplying such rounded figure by a fraction equal to the
Specified Denomination of the relevant Note divided by the Calculation Amount. For this

40



purpose a “sub-unit” means, in the case of any currency other than euro, the lowest amount
of such currency that is available as legal tender in the country of such currency and, in the
case of euro, means one cent.

(h) Calculation of other amounts: If the relevant Final Terms or the relevant Drawdown
Prospectus specifies that any other amount is to be calculated by the Calculation Agent, the
Calculation Agent will, as soon as practicable after the time or times at which any such
amount is to be determined, calculate the relevant amount. The relevant amount will be
calculated by the Calculation Agent in the manner specified in the relevant Final Terms or the
relevant Drawdown Prospectus.

0] Publication: The Calculation Agent will cause each Rate of Interest and Interest Amount
determined by it, together with the relevant Interest Payment Date, and any other amount(s)
required to be determined by it together with any relevant payment date(s) to be notified to
the Paying Agents and each competent authority, stock exchange and/or quotation system (if
any) by which the Notes have then been admitted to listing, trading and/or quotation as soon
as practicable after such determination but (in the case of each Rate of Interest, Interest
Amount and Interest Payment Date) in any event not later than the first day of the relevant
Interest Period. Notice thereof shall also promptly be given to the Noteholders. The
Calculation Agent will be entitled to recalculate any Interest Amount (on the basis of the
foregoing provisions) without notice in the event of an extension or shortening of the relevant
Interest Period. If the Calculation Amount is less than the minimum Specified Denomination
the Calculation Agent shall not be obliged to publish each Interest Amount but instead may
publish only the Calculation Amount and the Interest Amount in respect of a Note having the
minimum Specified Denomination.

) Notifications etc: All notifications, opinions, determinations, certificates, calculations,
guotations and decisions given, expressed, made or obtained for the purposes of this
Condition 7 by the Calculation Agent will (in the absence of manifest error) be binding on the
Issuer, the Paying Agents, the Noteholders and the Couponholders and (subject as aforesaid)
no liability to any such Person will attach to the Calculation Agent in connection with the
exercise or non-exercise by it of its powers, duties and discretions for such purposes.

8. Zero Coupon Note Provisions

@) Application: This Condition 8 is applicable to the Notes only if the Zero Coupon Note
Provisions are specified in the relevant Final Terms or the relevant Drawdown Prospectus as
being applicable.

(b) Late payment on Zero Coupon Notes: If the Redemption Amount payable in respect of any
Zero Coupon Note is improperly withheld or refused, the Redemption Amount shall thereafter
be an amount equal to the sum of:

0] the Reference Price; and

(i) the product of the Accrual Yield (compounded annually) being applied to the
Reference Price on the basis of the relevant Day Count Fraction from (and including)
the Issue Date to (but excluding) whichever is the earlier of (A) the day on which all
sums due in respect of such Note up to that day are received by or on behalf of the
relevant Noteholder and (B) the day which is seven days after the Fiscal Agent has
notified the Noteholders that it has received all sums due in respect of the Notes up to
such seventh day (except to the extent that there is any subsequent default in
payment).

9. Redemption and Purchase

(@) Scheduled redemption: Unless previously redeemed, or purchased and cancelled, the Notes
will be redeemed at their Final Redemption Amount on the Maturity Date, subject as provided
in Condition 10 (Payments — Bearer Notes).
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(d)

Redemption for tax reasons: The Notes may be redeemed at the option of the Issuer in whole,
but not in part:

0] at any time (if the Floating Rate Note Provisions are not specified in the relevant
Final Terms or the relevant Drawdown Prospectus as being applicable); or

(i) on any Interest Payment Date (if the Floating Rate Note Provisions are specified in
the relevant Final Terms or the relevant Drawdown Prospectus as being applicable),

on giving not less than the minimum period nor more than the maximum period of notice
specified in the relevant Final Terms or relevant Drawdown Prospectus to the Noteholders
(which notice shall be irrevocable), at their Early Redemption Amount, together with interest
accrued (if any) to the date fixed for redemption, if:

(A) the Issuer has or will become obliged to pay additional amounts as provided or
referred to in Condition 12 (Taxation) as a result of any change in, or amendment to,
the laws or regulations of the Slovak Republic or any political subdivision or any
authority thereof or therein having power to tax, or any change in the application or
official interpretation of such laws or regulations (including a holding by a court of
competent jurisdiction), which change or amendment becomes effective on or after
the date of issue of the first Tranche of the Notes; and

(B) such obligation cannot be avoided by the Issuer taking reasonable measures available
to it,

provided, however, that no such notice of redemption shall be given earlier than:

D where the Notes may be redeemed at any time, 90 days prior to the earliest
date on which the Issuer would be obliged to pay such additional amounts if a
payment in respect of the Notes were then due; or

(2) where the Notes may be redeemed only on an Interest Payment Date, 60 days
prior to the Interest Payment Date occurring immediately before the earliest
date on which the Issuer would be obliged to pay such additional amounts if a
payment in respect of the Notes were then due.

Prior to the publication of any notice of redemption pursuant to this Condition 9(b), the Issuer
shall deliver to the Fiscal Agent (A) a certificate signed by two directors of the Issuer stating
that the Issuer is entitled to effect such redemption and setting forth a statement of facts
showing that the conditions precedent to the right of the Issuer so to redeem have occurred
and (B) an opinion of independent legal advisers of recognised standing to the effect that the
Issuer has or will become obliged to pay such additional amounts as a result of such change or
amendment. Upon the expiry of any such notice as is referred to in this Condition 9(b), the
Issuer shall be bound to redeem the Notes in accordance with this Condition 9(b).

Redemption at the option of the Issuer: If the Call Option is specified in the relevant Final
Terms or the relevant Drawdown Prospectus as being applicable, the Notes may be redeemed
at the option of the Issuer in whole or, if so specified in the relevant Final Terms or the
relevant Drawdown Prospectus, in part on any Optional Redemption Date (Call) at the
relevant Optional Redemption Amount (Call) on the Issuer’s giving not less than the
minimum period nor more than the maximum period of the notice specified in the relevant
Final Terms or relevant Drawdown Prospectus to the Noteholders (which notice shall be
irrevocable and shall oblige the Issuer to redeem the Notes or, as the case may be, the Notes
specified in such notice on the relevant Optional Redemption Date (Call) at the Optional
Redemption Amount (Call) plus accrued interest (if any) to such date).

Redemption at the option of the Issuer at the Make-Whole Amount: If the Make-Whole Call
Option is specified in the relevant Final Terms or the relevant Drawdown Prospectus as being
applicable, the Notes may be redeemed at the option of the Issuer in whole or, if so specified
in the relevant Final Terms or the relevant Drawdown Prospectus, in part on any date at the
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relevant Make-Whole Amount on the Issuer’s giving not less than the minimum period nor
more than the maximum period of the notice specified in the relevant Final Terms or relevant
Drawdown Prospectus to the Noteholders (which notice shall be irrevocable and shall oblige
the Issuer to redeem the Notes or, as the case may be, the Notes specified in such notice on
the relevant Optional Redemption Date (Make-Whole Call) at the Make-Whole Amount).

Partial redemption: If the Notes are to be redeemed in part only on any date in accordance
with Condition 9(c) (Redemption at the option of the Issuer) or Condition 9(d) (Redemption at
the option of the Issuer at the Make-Whole Amount), in the case of Bearer Notes, the Notes to
be redeemed shall be selected by the drawing of lots in such place as the Fiscal Agent
approves and in such manner as the Fiscal Agent considers appropriate, subject to compliance
with applicable law, the rules of each competent authority, stock exchange and/or quotation
system (if any) by which the Notes have then been admitted to listing, trading and/or
quotation and the notice to Noteholders referred to in Condition 9(c) (Redemption at the
option of the lIssuer) or Condition 9(d) (Redemption at the option of the Issuer at the
Make-Whole Amount) shall specify the serial numbers of the Notes so to be redeemed, and, in
the case of Registered Notes, each Note shall be redeemed in part in the proportion which the
aggregate principal amount of the outstanding Notes to be redeemed on the relevant Optional
Redemption Date (Call) or Optional Redemption Date (Make-Whole Call) (as applicable)
bears to the aggregate principal amount of outstanding Notes on such date. If any Maximum
Redemption Amount or Minimum Redemption Amount is specified in the relevant Final
Terms or the relevant Drawdown Prospectus, then the Optional Redemption Amount (Call)
shall in no event be greater than the maximum or be less than the minimum so specified.

Redemption at the option of Noteholders: If the Put Option is specified in the relevant Final
Terms or the relevant Drawdown Prospectus as being applicable, the Issuer shall, at the option
of the Holder of any Note redeem such Note on the Optional Redemption Date (Put) specified
in the relevant Put Option Notice at the relevant Optional Redemption Amount (Put) together
with interest (if any) accrued to such date. In order to exercise the option contained in this
Condition 9(f), the Holder of a Note must, not less than the minimum period nor more than
the maximum period of notice specified in the relevant Final Terms or relevant Drawdown
Prospectus before the relevant Optional Redemption Date (Put), deposit with any Paying
Agent such Note together with all unmatured Coupons relating thereto and a duly completed
Put Option Notice in the form obtainable from any Paying Agent. The Paying Agent with
which a Note is so deposited shall deliver a duly completed Put Option Receipt to the
depositing Noteholder. No Note, once deposited with a duly completed Put Option Notice in
accordance with this Condition 9(f), may be withdrawn; provided, however, that if, prior to
the relevant Optional Redemption Date (Put), any such Note becomes immediately due and
payable or, upon due presentation of any such Note on the relevant Optional Redemption
Date (Put), payment of the redemption moneys is improperly withheld or refused, the relevant
Paying Agent shall mail notification thereof to the depositing Noteholder at such address as
may have been given by such Noteholder in the relevant Put Option Notice and shall hold
such Note at its Specified Office for collection by the depositing Noteholder against surrender
of the relevant Put Option Receipt. For so long as any outstanding Note is held by a Paying
Agent in accordance with this Condition 9(f), the depositor of such Note and not such Paying
Agent shall be deemed to be the Holder of such Note for all purposes.

Redemption on Change of Control: If so specified in the relevant Final Terms or the relevant
Drawdown Prospectus as being applicable, if at any time while any Note remains outstanding,
either of the following events shall occur (each, as applicable, a “Put Event”):

0] a Change of Control occurs and, if at the start of the Change of Control Period the
Notes are rated by any Rating Agency, a Rating Downgrade in respect of that Change
of Control occurs within such Change of Control Period; or

(i) a Change of Control occurs and, on the occurrence of the Change of Control, either
the Issuer, the Programme or the Notes are not rated by any Rating Agency,
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then the Holder of each Note will have the option (the “Put Option”) (unless, prior to the
giving of the Change of Control Put Event Notice (as defined below), the Issuer gives notice
of its intention to redeem the Notes under Condition 9(b) (Redemption for tax reasons) to
require the Issuer to redeem or, at the Issuer’s option, to purchase or procure the purchase of
that Note on the Change of Control Optional Redemption Date (as defined below), at its
principal amount together with (or, where purchased, together with an amount equal to)
accrued interest up to but excluding the Change of Control Optional Redemption Date.

For the purposes of this Condition 9(g):

A “Change of Control” shall be deemed to have occurred if the Slovak Republic ceases to
hold, directly or indirectly at least 50 per cent. plus one share of the ordinary shares of the
Issuer;

“Change of Control Period” means the period (i) commencing on the date of the first public
announcement of the relevant Change of Control and (ii) ending on the date which is 120 days
after the date of the first public announcement (such 120th day, the “Initial Longstop Date”);
provided that, unless any other Rating Agency has on or prior to the Initial Longstop Date
effected a Rating Downgrade in respect of its rating of the Notes, if a Rating Agency publicly
announces, at any time during the period commencing on the date which is 60 days prior to
the Initial Longstop Date and ending on the Initial Longstop Date, that it has placed its rating
of the Notes under consideration for rating review either entirely or partially as a result of the
relevant public announcement of the Change of Control, the Change of Control Period shall
be extended to the date which falls 60 days after the date of such public announcement by
such Rating Agency;

“Rating Agency” means any of the following: (i) Fitch Ratings Limited, Moody’s Investors
Service Limited or Standard & Poor’s Credit Market Services Europe Limited; or (ii) any
other rating agency of equivalent international standing specified and instructed from time to
time by the Issuer, and, in each case, their respective successors or affiliates; a “Rating
Downgrade” shall be deemed to have occurred in respect of a Change of Control if, within
the Change of Control Period, the rating previously assigned to the Notes, the Issuer or the
Programme by any Rating Agency is (A) withdrawn or (B) changed from an investment grade
rating (BBB-/Baa3, or their respective equivalents for the time being, or better) to a
non-investment grade rating (BB+/Bal, or their respective equivalents for the time being, or
worse) or (C) if such rating previously assigned to the Notes by any Rating Agency was
below an investment grade rating (as described above), lowered by at least one full rating
notch (for example, from BB+ to BB or their respective equivalents); and

Promptly upon the Issuer becoming aware that a Change of Control Put Event has occurred,
the Issuer shall give notice (a “Change of Control Put Event Notice”) to the Noteholders in
accordance with Condition 19 (Notices) specifying the nature of the Put Event and the
circumstances giving rise to it and the procedure for exercising the Change of Control Put
Option contained in this Condition 9(g).

To exercise the Put Option, the Noteholder must deposit any applicable Note, together with
each unmatured Coupon relating thereto (if any), to the account of any Paying Agent for the
account of the Issuer within the period (the “Change of Control Put Period”) of 30 days
after the day on which the Change of Control Put Event Notice is given, together with a duly
signed and completed Put Option Notice in the form (for the time being current and
substantially in the form set out in the Agency Agreement) obtainable from the specified
office of any Agent.

Subject to the deposit of any such Notes to the account of an Agent for the account of the
Issuer as described above, the Issuer shall redeem the Notes in respect of which the Change of
Control Put Option has been validly exercised as provided above on the date which is the fifth
business day following the end of the Change of Control Put Period (the “Change of Control
Optional Redemption Date”). The Agent to whom a Note has been so deposited shall
deliver a duly Put Option Receipt to the depositing Noteholder. No Note, once so deposited
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(h)

1)

(k)

with a duly completed Put Option Notice in accordance with this Condition 9(g), may be
withdrawn; provided, however, that if, prior to the relevant Change of Control Optional
Redemption Date, any such Note becomes immediately due and payable or, upon due
presentation of any such Note on or prior to the end of the Change of Control Put Period,
payment of the redemption moneys is improperly withheld or refused on the relevant Change
of Control Optional Redemption Date, the relevant Agent shall mail notification thereof to the
depositing Noteholder at such address as may have been given by such Noteholder in the
relevant Put Option Notice and shall hold such Note at its Specified Office for collection by
the depositing Noteholder against surrender of the relevant Put Option Receipt. For so long as
any outstanding Note is held by an Agent in accordance with this Condition 9(g), the
depositor of such Note and not such Agent shall be deemed to be the holder of the Note for all
purposes.

If 80 per cent. or more in nominal amount of the Notes then outstanding have been redeemed
or purchased pursuant to the foregoing provisions of this Condition 9(g), the Issuer may, on
not less than 30 nor more than 60 days’ notice to the Noteholders given within 30 days after
the Change of Control Put Period, redeem or purchase, at its option, the remaining Notes as a
whole (but not some only) at a cash purchase price equal to 100 per cent. of the principal
amount thereof together with interest accrued to but excluding the date of redemption or
purchase, as the case may be.

No other redemption: The Issuer shall not be entitled to redeem the Notes otherwise than as
provided in Conditions 9(a) (Scheduled redemption) to 9(g) (Redemption on Change of
Control) above.

Early redemption of Zero Coupon Notes: Unless otherwise specified in the relevant Final
Terms or the relevant Drawdown Prospectus, the Redemption Amount payable on redemption
of a Zero Coupon Note at any time before the Maturity Date shall be an amount equal to the
sum of:

0] the Reference Price; and

(i) the product of the Accrual Yield (compounded annually) being applied to the
Reference Price from (and including) the Issue Date to (but excluding) the date fixed
for redemption or (as the case may be) the date upon which the Note becomes due
and payable.

Where such calculation is to be made for a period which is not a whole number of years, the
calculation in respect of the period of less than a full year shall be made on the basis of such
Day Count Fraction as may be specified in the Final Terms or the relevant Drawdown
Prospectus for the purposes of this Condition 9(i) or, if none is so specified, a Day Count
Fraction of 30E/360.

Purchase: The Issuer or any of its Subsidiaries may at any time purchase Notes in the open
market or otherwise and at any price, provided that all unmatured Coupons are purchased
therewith. Such notes may be held, reissued, resold or, at the option of the Issuer or
surrendered to any Agent for cancellation.

Cancellation: All Notes which are redeemed and any unmatured Coupons attached to or
surrendered with them shall be cancelled and may not be reissued or resold.

Payments — Bearer Notes

This Condition 10 is only applicable to Bearer Notes.

(@)

Principal: Payments of principal shall be made only against presentation and (provided that
payment is made in full) surrender of Bearer Notes at the Specified Office of any Paying
Agent outside the United States by transfer to an account denominated in that currency (or, if
that currency is euro, any other account to which euro may be credited or transferred) and
maintained by the payee with, a bank in the Principal Financial Centre of that currency.
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(©)

(d)

(€)

Interest: Payments of interest shall, subject to Condition 10(h) (Payments other than in
respect of matured Coupons) below, be made only against presentation and (provided that
payment is made in full) surrender of the appropriate Coupons at the Specified Office of any
Paying Agent outside the United States in the manner described in paragraph Condition 10(a)
(Principal) above.

Payments in New York City: Payments of principal or interest may be made at the Specified
Office of a Paying Agent in New York City if (i) the Issuer has appointed Paying Agents
outside the United States with the reasonable expectation that such Paying Agents will be able
to make payment of the full amount of the interest on the Notes in the currency in which the
payment is due when due, (ii) payment of the full amount of such interest at the offices of all
such Paying Agents is illegal or effectively precluded by exchange controls or other similar
restrictions and (iii) payment is permitted by applicable United States law.

Payments subject to fiscal laws: all payments in respect of the Bearer Notes are subject in all
cases to (i) any applicable fiscal or other laws and regulations in the place of payment, but
without prejudice to the provisions of Condition 12 (Taxation) and (ii) any withholding or
deduction required pursuant to an agreement described in Section 1471(b) of the U.S. Internal
Revenue Code of 1986 (the “Code”) or otherwise imposed pursuant to Sections 1471 through
1474 of the Code, any regulations or agreements thereunder, any official interpretations
thereof, or (without prejudice to the provisions of Condition 12 (Taxation)) any law
implementing an intergovernmental approach thereto.

Deductions for unmatured Coupons: If the relevant Final Terms or the relevant Drawdown
Prospectus specifies that the Fixed Rate Note Provisions are applicable and a Bearer Note is
presented without all unmatured Coupons relating thereto:

0] if the aggregate amount of the missing Coupons is less than or equal to the amount of
principal due for payment, a sum equal to the aggregate amount of the missing
Coupons will be deducted from the amount of principal due for payment; provided,
however, that if the gross amount available for payment is less than the amount of
principal due for payment, the sum deducted will be that proportion of the aggregate
amount of such missing Coupons which the gross amount actually available for
payment bears to the amount of principal due for payment;

(i) if the aggregate amount of the missing Coupons is greater than the amount of
principal due for payment:

(A) so many of such missing Coupons shall become void (in inverse order of
maturity) as will result in the aggregate amount of the remainder of such
missing Coupons (the “Relevant Coupons”) being equal to the amount of
principal due for payment; provided, however, that where this
Condition 10(e)(ii)(A) would otherwise require a fraction of a missing
Coupon to become void, such missing Coupon shall become void in its
entirety; and

(B) a sum equal to the aggregate amount of the Relevant Coupons (or, if less, the
amount of principal due for payment) will be deducted from the amount of
principal due for payment; provided, however, that, if the gross amount
available for payment is less than the amount of principal due for payment,
the sum deducted will be that proportion of the aggregate amount of the
Relevant Coupons (or, as the case may be, the amount of principal due for
payment) which the gross amount actually available for payment bears to the
amount of principal due for payment.

Each sum of principal so deducted shall be paid in the manner provided in
Condition 10(a) (Principal) above against presentation and (provided that payment is
made in full) surrender of the relevant missing Coupons.
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Unmatured Coupons void: If the relevant Final Terms or the relevant Drawdown Prospectus
specifies that this Condition 10(f) is applicable or that the Floating Rate Note Provisions are
applicable, on the due date for final redemption of any Note or early redemption in whole of
such Note pursuant to Condition 9(b) (Redemption for tax reasons), Condition 9(f)
(Redemption at the option of Noteholders), Condition 9(c) (Redemption at the option of the
Issuer), Condition 9(g) (Redemption on Change of Control) or Condition 13 (Events of
Default), all unmatured Coupons relating thereto (whether or not still attached) shall become
void and no payment will be made in respect thereof.

Payments on business days: If the due date for payment of any amount in respect of any
Bearer Note or Coupon is not a Payment Business Day in the place of presentation, the
Holder shall not be entitled to payment in such place of the amount due until the next
succeeding Payment Business Day in such place and shall not be entitled to any further
interest or other payment in respect of any such delay.

Payments other than in respect of matured Coupons: Payments of interest other than in
respect of matured Coupons shall be made only against presentation of the relevant Bearer
Notes at the Specified Office of any Paying Agent outside the United States (or in New York
City if permitted by paragraph (c) above).

Partial payments: If a Paying Agent makes a partial payment in respect of any Bearer Note or
Coupon presented to it for payment, such Paying Agent will endorse thereon a statement
indicating the amount and date of such payment.

Exchange of Talons: On or after the maturity date of the final Coupon which is (or was at the
time of issue) part of a Coupon Sheet relating to the Bearer Notes, the Talon forming part of
such Coupon Sheet may be exchanged at the Specified Office of the Fiscal Agent for a further
Coupon Sheet (including, if appropriate, a further Talon but excluding any Coupons in respect
of which claims have already become void pursuant to Condition 14 (Prescription). Upon the
due date for redemption of any Bearer Note, any unexchanged Talon relating to such Note
shall become void and no Coupon will be delivered in respect of such Talon.

Payments — Registered Notes

This Condition 11 is only applicable to Registered Notes.

(@)

(b)

(©

Principal: Payments of principal shall be made by transfer to an account denominated in that
currency (or, if that currency is euro, any other account to which euro may be credited or
transferred) and maintained by the payee with, a bank in the Principal Financial Centre of that
currency and (in the case of redemption) upon surrender (or, in the case of part payment only,
endorsement) of the relevant Note Certificates at the Specified Office of any Paying Agent.

Interest: Payments of interest shall be made by transfer to an account denominated in that
currency (or, if that currency is euro, any other account to which euro may be credited or
transferred) and maintained by the payee with, a bank in the Principal Financial Centre of that
currency and (in the case of interest payable on redemption) upon surrender (or, in the case of
part payment only, endorsement) of the relevant Note Certificates at the Specified Office of
any Paying Agent.

Payments subject to fiscal laws: Save as provided in Condition 12 (Taxation), all payments in
respect of the Registered Notes are subject in all cases (i) to any applicable fiscal or other
laws and regulations in the place of payment, and the Issuer will not be liable for any taxes or
duties of whatever nature imposed by such laws, regulations or agreements and (ii) any
withholding or deduction required pursuant to an agreement described in Section 1471(b) of
the Code or otherwise imposed pursuant to Sections 1471 through 1474 of the Code, any
regulations or agreements thereunder, any official interpretations thereof, or any law
implementing an intergovernmental approach thereto. No commissions or expenses shall be
charged to the Noteholders or Couponholders in respect of such payments.
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Payments on business days: Where payment is to be made by transfer to an account, payment
instructions (for value the due date, or, if the due date is not Payment Business Day, for value
the next succeeding Payment Business Day) will be initiated and, where payment is to be
made by cheque, the cheque will be mailed (i) (in the case of payments of principal and
interest payable on redemption) on the later of the due date for payment and the day on which
the relevant Note Certificate is surrendered (or, in the case of part payment only, endorsed) at
the Specified Office of a Paying Agent and (ii) (in the case of payments of interest payable
other than on redemption) on the due date for payment. A Holder of a Registered Note shall
not be entitled to any interest or other payment in respect of any delay in payment resulting
from (A) the due date for a payment not being a Payment Business Day or (B) a cheque
mailed in accordance with this Condition 11 arriving after the due date for payment or being
lost in the mail.

Partial payments: If a Paying Agent makes a partial payment in respect of any Registered
Note, the Issuer shall procure that the amount and date of such payment are noted on the
Register and, in the case of partial payment upon presentation of a Note Certificate, that a
statement indicating the amount and the date of such payment is endorsed on the relevant
Note Certificate.

Record date: Each payment in respect of a Registered Note will be made to the person shown
as the Holder in the Register at the opening of business in the place of the Registrar’s
Specified Office on the fifteenth day before the due date for such payment (the “Record
Date”). Where payment in respect of a Registered Note is to be made by cheque, the cheque
will be mailed to the address shown as the address of the Holder in the Register at the opening
of business on the relevant Record Date.

Taxation

(@)

(b)

Gross up: All payments of principal and interest in respect of the Notes and the Coupons by
or on behalf of the Issuer shall be made free and clear of, and without withholding or
deduction for or on account of, any present or future taxes, duties, assessments or
governmental charges of whatever nature imposed, levied, collected, withheld or assessed by
or on behalf of the Slovak Republic or any political subdivision therein or any authority
therein or thereof having power to tax, unless the withholding or deduction of such taxes,
duties, assessments, or governmental charges is required by law. In that event, the Issuer shall
pay such additional amounts as will result in receipt by the Noteholders and the
Couponholders after such withholding or deduction of such amounts as would have been
receivable by them had no such withholding or deduction been required, except that no such
additional amounts shall be payable in respect of any Note or Coupon:

0] presented for payment in the Slovak Republic; or

(i) held by or on behalf of a Holder which is liable to such taxes, duties, assessments or
governmental charges in respect of such Note or Coupon by reason of its having some
connection with the jurisdiction by which such taxes, duties, assessments or charges
have been imposed, levied, collected, withheld or assessed other than the mere
holding of the Note or Coupon; or

(iti) ~ where the relevant Note or Coupon or Note Certificate is presented or surrendered for
payment more than 30 days after the Relevant Date except to the extent that the
Holder of such Note or Coupon would have been entitled to such additional amounts
on presenting or surrendering such Note or Coupon or Note Certificate for payment
on the last day of such period of 30 days.

Taxing jurisdiction: If the Issuer becomes subject at any time to any taxing jurisdiction other
than the Slovak Republic, references in these Conditions to the Slovak Republic shall be
construed as references to the Slovak Republic and/or such other jurisdiction.
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Events of Default

If any of the following events occur:

(@)

(b)

(©)

(d)

(€)

)

(9)

Non-payment: the Issuer fails to pay any amount of principal in respect of the Notes or fails to
pay any amount of interest in respect of the Notes within seven days of the due date for
payment thereof; or

Breach of other obligations: the Issuer defaults in the performance or observance of any of its
other obligations under or in respect of the Notes and such default remains unremedied for 45
days after written notice thereof, addressed to the Issuer by any Noteholder, has been
delivered to the Issuer or to the Specified Office of the Fiscal Agent; or

Cross Default of Issuer or Material Subsidiary:

0] any Indebtedness of the Issuer or any of its Material Subsidiaries is not paid when due
or (as the case may be) within any applicable grace period;

(i) any such Indebtedness becomes, or becomes capable of being declared, due and
payable prior to its stated maturity as a result of an event of default under such
Indebtedness and otherwise than at the option of the Issuer or (as the case may be) the
relevant Material Subsidiary or (provided that no event of default, howsoever
described, has occurred) any Person entitled to such Indebtedness; or

(iii)  the Issuer or any of its Material Subsidiaries fails to pay when due any amount
payable by it under any Guarantee of any Indebtedness;

provided that no event in this Condition 13(c) shall constitute an Event of Default unless the
amount of Indebtedness and/or the amount payable under any Guarantee, individually or
when aggregated (without duplication) with any other Indebtedness or amount payable under
any Guarantee as a result of any other event specified in this Condition 13(c) exceeds
EUR 25,000,000 (or its equivalent in any other currency or currencies);

Unsatisfied judgment: one or more judgment(s) or order(s) for the payment of any amount
aggregate amount in excess of EUR 25,000,000 (or its equivalent in any other currency or
currencies) is rendered against the Issuer or any of its Material Subsidiaries and continue(s)
unsatisfied and unstayed for a period of 45 days after the date(s) thereof or, if later, the date
therein specified for payment; or

Security enforced: a secured party takes possession, or a receiver, manager or other similar
officer is appointed, of the whole or any part of the undertaking, assets and revenues of the
Issuer or any of its Material Subsidiaries in an amount in excess of EUR 25,000,000; or

Insolvency etc: (i) the Issuer or any of its Material Subsidiaries becomes insolvent or is unable
to pay its debts as they fall due, (ii) an administrator or liquidator is appointed (or an
application for any such appointment is made by or with the consent of the Issuer) in respect
of the Issuer or any of its Material Subsidiaries, (iii) the Issuer or any of its Material
Subsidiaries takes any action for a readjustment or deferment of any of its obligations or
makes a general assignment or an arrangement or composition with or for the benefit of its
creditors or declares a moratorium in respect of any of its Indebtedness or any Guarantee of
any Indebtedness given by it or (iv) the Issuer or any of its Material Subsidiaries ceases or
threatens to cease to carry on all or any substantial part of its business (otherwise than, in the
case of a Material Subsidiary of the lIssuer, for the purposes of or pursuant to an
amalgamation, reorganisation or restructuring whilst solvent); or

Winding up etc: an order is made or an effective resolution is passed for the winding up,
liquidation or dissolution of the Issuer or any of its Material Subsidiaries (otherwise than, in
the case of a Material Subsidiary of the Issuer, for the purposes of or pursuant to an
amalgamation, consolidation reorganisation or restructuring whilst solvent); or
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15.
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(h) Analogous event: any event occurs which under the laws of the Slovak Republic has an
analogous effect to any of the events referred to in Conditions 13(d) (Unsatisfied judgment)
to 13(g) (Winding up etc) above; or

0] Failure to take action etc: any action, condition or thing at any time required to be taken,
fulfilled or done in order (i) to enable the Issuer lawfully to enter into, exercise its rights and
perform and comply with its obligations under and in respect of the Notes, (ii) to ensure that
those obligations are legal, valid, binding and enforceable and (iii) to make the Notes and the
Coupons admissible in evidence in the courts of the Slovak Republic is not taken, fulfilled or
done; or

()] Unlawfulness etc.: it is or will become unlawful for the Issuer to perform or comply with any
of its obligations under or in respect of the Notes or the Issuer asserts that it is not obliged to
perform or comply with any of its obligations under or in respect of the Notes,

then any Note may, by written notice addressed by the Holder thereof to the Issuer and delivered to
the Issuer or to the Specified Office of the Fiscal Agent, be declared immediately due and payable,
whereupon it shall become immediately due and payable at Early Redemption Amount together with
accrued interest (if any) without further action or formality.

Prescription

Claims for principal in respect of Bearer Notes shall become void unless the relevant Bearer Notes are
presented for payment within ten years of the appropriate Relevant Date. Claims for interest in respect
of Bearer Notes shall become void unless the relevant Coupons are presented for payment within five
years of the appropriate Relevant Date. Claims for principal and interest on redemption in respect of
Registered Notes shall become void unless the relevant Note Certificates are surrendered for payment
within ten years of the appropriate Relevant Date.

Replacement of Notes and Coupons

If any Note, Note Certificate or Coupon is lost, stolen, mutilated, defaced or destroyed, it may be
replaced at the Specified Office of the Fiscal Agent, in the case of Bearer Notes, or the Registrar, in
the case of Registered Notes (and, if the Notes are then admitted to listing, trading and/or quotation by
any competent authority, stock exchange and/or gquotation system which requires the appointment of a
Paying Agent or Transfer Agent in any particular place, the Paying Agent or Transfer Agent having
its Specified Office in the place required by such competent authority, stock exchange and/or
guotation system), subject to all applicable laws and competent authority, stock exchange and/or
quotation system requirements, upon payment by the claimant of the expenses incurred in connection
with such replacement and on such terms as to evidence, security, indemnity and otherwise as the
Issuer may reasonably require. Mutilated or defaced Notes, Note Certificates or Coupons must be
surrendered before replacements will be issued.

Agents

In acting under the Agency Agreement and in connection with the Notes and the Coupons, the Agents
act solely as agents of the Issuer and do not assume any obligations towards or relationship of agency
or trust for or with any of the Noteholders or Couponholders.

The initial Agents and their initial Specified Offices are listed below. The initial Calculation Agent (if
any) is specified in the relevant Final Terms or the relevant Drawdown Prospectus.

The Issuer reserves the right at any time to vary or terminate the appointment of any Agent and to
appoint a successor fiscal agent or registrar or Calculation Agent and additional or successor paying
agents; provided, however, that:

(@) the Issuer shall at all times maintain a fiscal agent and a registrar; and

(b) there will at all times be a paying agent in a jurisdiction within Europe other than the
jurisdiction in which the Issuer is incorporated; and
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(©)

(d)

if a Calculation Agent is specified in the relevant Final Terms or the relevant Drawdown
Prospectus, the Issuer shall at all times maintain a Calculation Agent; and

if and for so long as the Notes are admitted to listing, trading and/or quotation by any
competent authority, stock exchange and/or quotation system which requires the appointment
of a Paying Agent and/or a Transfer Agent in any particular place, the Issuer shall maintain a
Paying Agent and/or a Transfer Agent having its Specified Office in the place required by
such competent authority, stock exchange and/or quotation system.

Notice of any change in any of the Agents or in their Specified Offices shall promptly be given to the
Noteholders.

Meetings of Noteholders; Modification and Substitution

(@)

(b)

(©

Meetings of Noteholders: The Agency Agreement contains provisions for convening meetings
of Noteholders to consider matters relating to the Notes, including the modification of any
provision of these Conditions. Any such modification may be made if sanctioned by an
Extraordinary Resolution. Such a meeting may be convened by the Issuer and shall be
convened by them upon the request in writing of Noteholders holding not less than one-tenth
of the aggregate principal amount of the outstanding Notes. The quorum at any meeting
convened to vote on an Extraordinary Resolution will be two or more Persons holding or
representing one more than half of the aggregate principal amount of the outstanding Notes
or, at any adjourned meeting, two or more Persons being or representing Noteholders
whatever the principal amount of the Notes held or represented; provided, however, that
Reserved Matters may only be sanctioned by an Extraordinary Resolution passed at a meeting
of Noteholders at which two or more Persons holding or representing not less than
three-quarters or, at any adjourned meeting, one quarter of the aggregate principal amount of
the outstanding Notes form a quorum. Any Extraordinary Resolution duly passed at any such
meeting shall be binding on all the Noteholders and Couponholders, whether present or not.

In addition, a resolution in writing signed by or on behalf of all Noteholders who for the time
being are entitled to receive notice of a meeting of Noteholders will take effect as if it were an
Extraordinary Resolution. Such a resolution in writing may be contained in one document or
several documents in the same form, each signed by or on behalf of one or more Noteholders.

In addition, consent given by way of electronic consents through the relevant clearing
system(s) (in a form satisfactory to the Fiscal Agent) by or on behalf of the holders of not less
than three-quarters in nominal amount of the Notes for the time being outstanding will take
effect as if it were an Extraordinary Resolution.

Modification: The Notes, these Conditions and the Deed of Covenant may be amended
without the consent of the Noteholders or the Couponholders to correct a manifest error. In
addition, the parties to the Agency Agreement may agree to modify any provision thereof, but
the Issuer shall not agree, without the consent of the Noteholders, to any such modification
unless it is of a formal, minor or technical nature, it is made to correct a manifest error or it is,
in the opinion of such parties, not materially prejudicial to the interests of the Noteholders.

Substitution: The Issuer (or any Substitute Debtor in accordance with this Condition 17) may,
without the consent of the Holders, at any time (provided that no payment in respect of any of
the Notes is overdue), substitute for the Issuer as principal debtor in respect of all obligations
arising from or in connection with the Notes (the “Substitute Debtor”) provided that:

0] the Substitute Debtor assumes all obligations of the Issuer in respect of the Notes;

(i) the Substitute Debtor has obtained all necessary authorisations and may transfer to the
Fiscal Agent in the currency required hereunder and without being obligated to
deduct or withhold any taxes or other duties of whatever nature levied by the country
in which the Substitute Debtor or the Issuer has its domicile or tax residence, all
amounts required for the fulfilment of the payment obligations arising under the
Notes;
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18.

(d)

Further Issues

(iii)

(iv)

v)

(vi)

(vii)

ZSE irrevocably and unconditionally guarantees substantially in the form appended to
the Agency Agreement (the “Guarantee”), in favour of each Holder, the payment of
all sums payable by the Substitute Debtor in respect of the Notes, and agrees to
indemnify each Holder against any tax, duty, assessment or governmental charge
which is imposed on such Holder with respect to any Note or the Deed of Covenant
and which would not have been so imposed had the substitution not been made, as
well as against any tax, duty, assessment or governmental charge, and any cost or
expense, relating to the substitution;

all actions, conditions and things required to be undertaken, fulfilled and done
(including any necessary consents) to ensure that the Notes and the Deed of Covenant
represent valid, legally binding and enforceable obligations of the Substitute Debtor,
and that the Guarantee represents the valid, legally binding and enforceable obligation
of ZSE, have been taken, fulfilled and done and are in full force and effect;

the Substitute Debtor shall have become party to the Agency Agreement, with any
necessary consequential amendments, as if it had been an original party to it;

there shall have been delivered to the Fiscal Agent one legal opinion for each of the
jurisdictions of the Issuer and the Substitute Debtor, and each addressed to the
Noteholders, from lawyers of recognised standing with a leading securities practice to
the effect that subparagraphs (i) to (v) above have been satisfied; and

ZSE shall have given at least 14 days prior notice of such substitution (published in
accordance with Condition 19 (Notices)) to the Holders and the Fiscal Agent, stating
that all documentation in relation to the substitution that are referred to above, or
which might otherwise be material to the Holders, will be available for inspection at
the specified office of each Paying Agent.

Change of References: In the event of any such substitution:

(i)

(i)

(iif)

(iv)

v)

any reference in these Terms and Conditions (other than in Conditions 12 (Taxation)
and 13 (Events of Default)) to the Issuer shall from then on be deemed to refer to the
Substitute Debtor;

references in Condition 9(b)(ii)(A) (Redemption for tax reasons) and Condition 12
(Taxation) to the Slovak Republic shall from then on be deemed to refer to both the
Slovak Republic and the country of domicile or residence for taxation purposes of the
Substitute Debtor;

references in Conditions 12 (Taxation) and 13 (Events of Default) to obligations in
respect of the Notes shall be deemed to include obligations under the Guarantee;

references in Conditions 12 (Taxation) and 13 (Events of Default) to the Issuer, shall
from then on be deemed to refer to both the Substitute Debtor and to ZSE; and

the events listed in Condition 13 (Events of Default) shall be deemed to include the
Guarantee not being (or claimed by ZSE not to be) in full force and effect.

By subscribing to, acquiring or otherwise purchasing the Notes, the holders of the Notes
expressly consent to the substitution of such Issuer and to the release of such Issuer from any
and all obligations in respect of the Notes and any relevant agreements and are expressly
deemed to have accepted such substitution and the consequences thereof.

The Issuer may from time to time, without the consent of the Noteholders or the Couponholders,
create and issue further notes having the same terms and conditions as the Notes in all respects (or in
all respects except for the first payment of interest) so as to form a single series with the Notes.
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19.

20.

21.

Notices

(a) Bearer Notes: Notices to the Holders of Bearer Notes shall be valid if published in a leading
English language daily newspaper published in London (which is expected to be the
Financial Times) or, if such publication is not practicable, in a leading English language daily
newspaper having general circulation in Europe. Any such notice shall be deemed to have
been given on the date of first publication (or if required to be published in more than one
newspaper, on the first date on which publication shall have been made in all the required
newspapers). Couponholders shall be deemed for all purposes to have notice of the contents
of any notice given to the Holders of Bearer Notes.

(b) Registered Notes: Notices to the Holders of Registered Notes shall be sent to them by first
class mail (or its equivalent) or (if posted to an overseas address) by airmail at their respective
addresses on the Register or, if such publication is not practicable, in a leading English
language daily newspaper having general circulation in Europe. Any such notice shall be
deemed to have been given on the fourth day after the date of mailing.

Rounding

For the purposes of any calculations referred to in these Conditions (unless otherwise specified in
these Conditions or the relevant Final Terms or the relevant Drawdown Prospectus), (a) all
percentages resulting from such calculations will be rounded, if necessary, to the nearest one
hundred-thousandth of a percentage point (with 0.000005 per cent. being rounded up to
0.00001 per cent.), (b) all United States dollar amounts used in or resulting from such calculations
will be rounded to the nearest cent (with one half cent being rounded up) and (c) all amounts
denominated in any other currency used in or resulting from such calculations will be rounded to the
nearest two decimal places in such currency, with 0.005 being rounded upwards.

Governing Law and Jurisdiction

@) Governing law: The Notes and any non-contractual obligations arising out of or in connection
with the Notes are governed by English law.

(b) English courts: The courts of England have exclusive jurisdiction to settle any dispute (a
“Dispute”) arising out of or in connection with the Notes (including any non-contractual
obligation arising out of or in connection with the Notes).

(c) Appropriate forum: The Issuer agrees that the courts of England are the most appropriate and
convenient courts to settle any Dispute and, accordingly, that it will not argue to the contrary.

(d) Rights of the Noteholders to take proceedings outside England: Condition 21(b) (English
courts) is for the benefit of the Noteholders only. As a result, nothing in this Condition 21
prevents any Noteholder from taking proceedings relating to a Dispute (“Proceedings”) in
any other courts with jurisdiction. To the extent allowed by law, Noteholders may take
concurrent Proceedings in any number of jurisdictions.

(e) Service of process: The Issuer agrees that the documents which start any Proceedings and any
other documents required to be served in relation to those Proceedings may be served on it by
being delivered to Law Debenture Corporate Services Limited at Fifth Floor, 100 Wood
Street, London EC2V 7EX, United Kingdom or to such other person with an address in
England or Wales and/or at such other address in England or Wales as the Issuer may specify
by notice in writing to the Noteholders. Nothing in this Condition 21(e) shall affect the right
of any Noteholder to serve process in any other manner permitted by law. This
Condition 21(e) applies to Proceedings in England and to Proceedings elsewhere.

) Consent to enforcement etc: The Issuer consents generally in respect of any Proceedings to
the giving of any relief or the issue of any process in connection with such Proceedings
including (without limitation) the making, enforcement or execution against any property
whatsoever (irrespective of its use or intended use) of any order or judgment which is made or
given in such Proceedings.
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(9)

Waiver of immunity: To the extent that the Issuer may in any jurisdiction claim for itself or its
assets or revenues immunity from suit, execution, attachment (whether in aid of execution,
before judgment or otherwise) or other legal process and to the extent that such immunity
(whether or not claimed) may be attributed in any such jurisdiction to the Issuer or its assets
or revenues, the Issuer agrees not to claim and irrevocably waives such immunity to the full
extent permitted by the laws of such jurisdiction.
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FORM OF FINAL TERMS

The Final Terms in respect of each Tranche of Notes will be in the following form completed to reflect the
particular terms of the relevant Notes and their issue.

[MIFID 11 product governance / Professional investors and ECPs only target market — Solely for the
purposes of [the/each] manufacturer’s product approval process, the target market assessment in respect of the
Notes has led to the conclusion that: (i) the target market for the Notes is eligible counterparties and
professional clients only, each as defined in Directive 2014/65/EU (as amended, “MiFID 117); and (ii) all
channels for distribution of the Notes to eligible counterparties and professional clients are appropriate. Any
person subsequently offering, selling or recommending the Notes (a “distributor”) should take into
consideration the manufacturer[s/s] target market assessment; however, a distributor subject to MiFID 1l is
responsible for undertaking its own target market assessment in respect of the Notes (by either adopting or
refining the manufacturer[s/s] target market assessment) and determining appropriate distribution channels.]

[PROHIBITION OF SALES TO EEA RETAIL INVESTORS — The Notes are not intended to be offered,
sold or otherwise made available to and should not be offered, sold or otherwise made available to any retail
investor in the European Economic Area (“EEA”). For these purposes, a retail investor means a person who is
one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (“MiFID
11”); (ii) a customer within the meaning of Directive 2002/92/EC (“IMD”), where that customer would not
qualify as a professional client as defined in point (10) of Article 4(1) of MIFID II; or (iii) not a qualified
investor as defined in Directive 2003/71/EC (as amended, the “Prospectus Directive”). Consequently no key
information document required by Regulation (EU) No 1286/2014 (the “PRIIPs Regulation”) for offering or
selling the Notes or otherwise making them available to retail investors in the EEA has been prepared and
therefore offering or selling the Notes or otherwise making them available to any retail investor in the EEA
may be unlawful under the PRIIPs Regulation.]*

Final Terms dated [e]

ZAPADOSLOVENSKA ENERGETIKA, A.S.
Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes]

EUR 1,000,000,000
Euro Medium Term Note Programme

PART A - CONTRACTUAL TERMS

Terms used herein shall be deemed to be defined as such for the purposes of the Conditions (the
“Conditions™) set forth in the Base Prospectus dated 15 February 2018 [and the supplement[s] to it dated
[date] [and [date]]] which [together] constitute[s] a base prospectus (the “Base Prospectus”) for the purposes
of the Prospectus Directive. This document constitutes the Final Terms of the Notes described herein for the
purposes of Article 5.4 of the Prospectus Directive and must be read in conjunction with such Base
Prospectus. Full information on the Issuer and the offer of the Notes described herein is only available on the
basis of the combination of these Final Terms and the Base Prospectus. The Base Prospectus has been
published on [website].

[Include whichever of the following apply or specify as “Not Applicable”. Note that the numbering should
remain as set out below, even if “Not Applicable” is indicated for individual paragraphs or subparagraphs
(in which case the subparagraphs of the paragraphs which are not applicable can be deleted). Italics denote
directions for completing the Final Terms.]

! Legend to be included on front of the Final Terms for offers where the Notes potentially constitute “packaged” products or the

issuer wishes to prohibit offers to EEA retail investors for any other reason, in which case the selling restriction should be
specified to be “Applicable”

55



[If the Notes have a maturity of less than one year from the date of their issue, the minimum denomination
may need to be £100,000 or its equivalent in any other currency.]

1.
2.

Issuer:
0] Series Number:

(i) Tranche Number:

(iii) Date on which the Notes will be

[ ]
[ ]
[ ]

[The notes will be consolidated and form a single

consolidated and form a single Series with [identify earlier tranches] on [the Issue

Series:

Specified Currency or Currencies:

Aggregate Nominal Amount:

0] Series:

(i) Tranche:

Issue Price:

0] Specified Denominations:

(i) Calculation Amount:

0] Issue Date:
(i) Interest Commencement Date:
Maturity Date:

Interest Basis:
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Date/the date that is 40 days after the Issue
Date/exchange of the Temporary Global Note for
interests in the Permanent Global Note, as referred to
in paragraph [24] below, which is expected to occur
on or about] [date]][Not Applicable]

[ ]
[ ]
[ ]
[ ]

[ ] per cent. of the Aggregate Nominal Amount
[plus accrued interest from [insert date]] (if
applicable)

[ ]

(N.B. Notes must have a minimum denomination of
EUR 100,000 (or equivalent))

(Note — where Bearer multiple denominations above
[EUR 100,000] or equivalent are being used the
following sample wording should be followed:

“/EUR 100,000] and integral multiples of
[EUR 1,000] in excess thereof up to and including
[EUR 199,000]. No Notes in definitive form will be
issued with a denomination above [EUR 799,000].”))

[ ]

[ ]
[specify/Issue Date/Not Applicable]

[Specify date or for Floating Rate Notes — Interest
Payment Date falling in or nearest to [specify month
and year]]

11 ] per cent. Fixed Rate]

1 ] month [LIBOR]/[EURIBOR] +/- [
] per cent. Floating Rate]

[Zero Coupon]

(further particulars specified below)



10.

11.

12.

13.

Redemption/Payment Basis:

Change of Interest Basis

Put/Call Options:

(i)
(i)

Status of the Notes:

Subject to any purchase and cancellation or early
redemption, the Notes will be redeemed on the
Maturity Date at [ ] per cent. of their nominal
amount.

[Specify the date when any fixed to floating rate
change occurs or cross refer to paragraphs 14
and 15 below and identify there][Not Applicable]

[Investor Put]

[Issuer Call]

[Change of Control Put]

(see paragraph [18]/[20]/[21] below)
[Not Applicable]

Senior

Date [Board] approval for issuance [ ]

of Notes obtained:

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

14.

Fixed Rate Note Provisions

(i)

(i)

(iif)

(iv)

v)

(vi)

Rate[(s)] of Interest:

Interest Payment Date(s):

Fixed Coupon Amount[(s)]:

Broken Amount(s):

Day Count Fraction:

Determination Dates:
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[Applicable/Not Applicable]

(If not applicable, delete the remaining
subparagraphs of this paragraph 14)

[ ] per cent. per annum payable in arrear on each
Interest Payment Date

[ ] in each year up to and including Maturity
Date

(Amend appropriately in the case of irregular
coupons)

[ ] per Calculation Amount

1l ] per Calculation Amount, payable on the
Interest Payment Date falling [in/on] [ 1] [Not
Applicable]

[Actual/Actual (ICMA)][Actual]/[Actual

ISDA]]

[Actual/365 (Fixed)]

[Actual/360]

[30/360]

[30E/360] [Eurobond basis]
[30E/360 (ISDA)]

1 ] in each year] [Not Applicable]

(Only relevant where Day Count Fraction is
Actual/Actual (ICMA). In such a case, insert regular
interest payment dates, ignoring issue date or
maturity date in the case of a long or short first or
last coupon)



15.

Floating Rate Note Provisions

(1)
(i)
(iii)

(iv)
v)

(vi)
(vii)

(viii)

(ix)

)

Interest Period(s):
Specified Period:

Specified Interest Payment Dates:

First Interest Payment Date:

Business Day Convention:

Additional Business Centre(s):

Manner in which the Rate(s) of
Interest is/are to be determined:

Party responsible for calculating the
Rate(s) of Interest and/or Interest
Amount(s) (if not the Fiscal Agent):

Screen Rate Determination:

. Reference Rate:

° Interest Determination
Date(s):

o Relevant Screen Page:

. Relevant Time:

° Relevant Financial Centre:

ISDA Determination:

o Floating Rate Option:
o Designated Maturity:
o Reset Date:
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[Applicable]/[Not Applicable]

(If not applicable, delete the remaining
subparagraphs of this paragraph 15)

[ ]
[ ]
[ ] [, subject to adjustment in accordance with

the Business Day Convention set out in
subparagraph (v) below/, not subject to adjustment, as
the Business Day Convention in subparagraph (v)
below is specified to be Not Applicable]

[ ]

[Floating Rate Convention/Following Business Day
Convention/ Modified Following Business Day
Convention/ Preceding Business Day Convention/
Not Applicable]

[Not Applicable]/[ ]

[Screen Rate Determination]/[ISDA Determination]

[ ]month [LIBOR])/[EURIBOR]
[ ]

(Second London business day prior to the start of
each Interest Period if LIBOR (other than Sterling or
euro LIBOR), first day of each Interest Period if
Sterling LIBOR and the second day on which the
TARGET2 System is open prior to the start of each
Interest Period if EURIBOR or euro LIBOR)

[ ]

(In the case of EURIBOR, if not Reuters EURIBORO01
ensure it is a page which shows a composite rate or
amend the fallback provisions appropriately)

[ ]

[ ]
[ ]
[ ]
[ ]

(In the case of a LIBOR or EURIBOR based option,



16.

(xi)

(xii)
(xiii)
(xiv)

(xv)

Linear Interpolation:

Margin(s):
Minimum Rate of Interest:
Maximum Rate of Interest:

Day Count Fraction:

Zero Coupon Note Provisions

()
(i)
(iii)

Accrual Yield:
Reference Price:

Day Count Fraction in relation to
Early Redemption Amounts:

PROVISIONS RELATING TO REDEMPTION

17.

18.

Notice

periods for Condition 9(b)

(Redemption for tax reasons)

Call Option

0] Optional Redemption Date(s) (Call):

(i) Optional Redemption  Amount(s)
(Call)

(iii) If redeemable in part:

(iv) Minimum Redemption Amount:

(v) Maximum Redemption Amount

(vi) Notice period:
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the first day of the Interest Period)

[Not Applicable/Applicable — the Rate of interest for
the [long/short] [first/last] Interest Period shall be
calculated using Linear Interpolation (specify for
each short or long interest period)]

[+/-1

[ ] per cent. per annum

] per cent. per annum

[ ] per cent. per annum

[Actual/Actual (ICMA)][Actual]/[Actual
ISDA]]

[Actual/365 (Fixed)]

[Actual/360]

[30/360]

[30E/360] [Eurobond basis]

[30E/360 (ISDA)]

[Applicable]/[Not Applicable]

(If not applicable, delete
subparagraphs of this paragraph)

the  remaining

[ ] per cent. per annum

[ ]
[30/360][Actual/360]

Minimum period: [30] days
Maximum period: [60] days
[Applicable] /[Not Applicable]

(If not applicable, delete
subparagraphs of this paragraph 18)

[ ]

[ ] per Calculation Amount

the  remaining

[ ] per Calculation Amount
[ ] per Calculation Amount
Minimum period [15] days
Maximum period [30] days

(N.B. When setting notice periods, the Issuer is
advised to consider the practicalities of distribution
of information through intermediaries, for example,
clearing systems (which require a minimum of 5



19.

20.

21.

22.
23.

clearing system business days’ notice for a call) and
custodians, as well as any other notice requirements
which may apply, for example, as between the Issuer
and the Fiscal Agent.)

Make-Whole Call Option [Applicable] /[Not Applicable]

(If not applicable, delete the remaining
subparagraphs of this paragraph 19)

0] Benchmark Security: [ ]
(i) Benchmark Screen Page: [ ]
(iii) Make-Whole Margin: [ ] per cent. per annum
(iv) Notice period: Minimum period [15] days

Maximum period [30] days

(N.B. When setting notice periods, the Issuer is
advised to consider the practicalities of distribution
of information through intermediaries, for example,
clearing systems (which require a minimum of 5
clearing system business days’ notice for a call) and
custodians, as well as any other notice requirements
which may apply, for example, as between the Issuer
and the Fiscal Agent.)

Put Option [Applicable]/[Not Applicable]

(If not applicable, delete the remaining
subparagraphs of this paragraph 20)

0] Optional Redemption Date(s) (Put): [ ]

(i) Optional Redemption Amount(s) [ ] per Calculation Amount

(Put):

(iii) Notice period: Minimum period [15] days
Maximum period [30] days
(N.B. When setting notice periods, the Issuer is
advised to consider the practicalities of distribution
of information through intermediaries, for example,
clearing systems (which require a minimum of 5
clearing system business days’ notice for a call) and
custodians, as well as any other notice requirements
which may apply, for example, as between the Issuer
and the Fiscal Agent.)

Change of Control Put Option [Applicable]/[Not Applicable]

Final Redemption Amount [ ] per Calculation Amount

Early Redemption Amount

Early Redemption Amount(s) per Calculation [ ] per Calculation Amount
Amount payable on redemption for tax
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reasons or on event of default:

GENERAL PROVISIONS APPLICABLE TO THE NOTES

24. Form of Notes:

25. New Global Note:

26. Additional Financial Centre(s):

217. Talons for future Coupons or Receipts to be
attached to Definitive Notes (and dates on
which such Talons mature):

28. Consolidation provisions:

Signed on behalf of Zapadoslovenska energetika, a.s.:

By:
Duly authorised
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[Bearer Notes:

[Temporary Global Note exchangeable for a
Permanent Global Note which is exchangeable for
Definitive Notes in the circumstances specified in the
Permanent Global Note]

[Temporary Global Note exchangeable for Definitive
Notes on [ ] day’s notice]

[Permanent Global Note exchangeable for Definitive
Notes in the circumstances specified in the Permanent
Global Note]

(N.B. The option for an issue of Notes to be
represented on issue by a Temporary Global Note
exchangeable for Definitive Notes should not be
expressed to be applicable if the Specified
Denomination of the Notes in paragraph 6 above
includes language substantially to the following
effect: “EUR 100,000 and integral multiples of
EUR 1,000 in excess thereof up to and including
EUR 799,000.”.)]

[Registered Notes:

[Global Registered Note exchangeable for Individual
Note Certificates in the circumstances described in
the Global Registered Note]

[Global Registered Note registered in the name of a
nominee for [a common depositary for Euroclear and
Clearstream, Luxembourg/a common safekeeper for
Euroclear and Clearstream, Luxembourg (that is, held
under the New Safekeeping Structure (NSS)).]]

[Yes] [No]
[Not Applicable]/ [give details]

[Yes, as the Notes have more than 27 coupon
payments, Talons may be required if, on exchange
into definitive form, more than 27 coupon payments
are still to be made]/[No.]

Not Applicable/The provisions in Condition 18

(Further Issues) apply



By:

Duly authorised
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PART B - OTHER INFORMATION

1. LISTING AND ADMISSION TO TRADING
0] Listing: [Irish Stock Exchange]/[®]
(i) Admission to trading: [Application has been made by the Issuer (or

on its behalf) for the Notes to be admitted to
trading on the regulated market of the Irish
Stock Exchange with effect from [e].
[Application is expected to be made by the
Issuer (or on its behalf) for the Notes to be
admitted to trading on the regulated market of
the Irish Stock Exchange with effect from

[e]].

(iii) Estimate of total expenses related to [ ]
admission to trading

2. RATINGS:

Ratings: [The Notes to be issued [have been]/[are
expected to be] rated]/[The following ratings
reflect ratings assigned to Notes of this type
issued under the Programme generally]:

Fitch Ratings Limited: [ ]

Standard & Poor’s Credit Market Services
Europe Limited: [ ]

Moody’s Investors Service Limited: [ ]
[Other Rating Agencies: [ 11

A rating is not a recommendation to buy, sell
or hold securities and may be subject to
revision, suspension or withdrawal at any time
by the assigning rating organisation. Each of [
] is established in the European Union and is
included in the list of credit rating agencies
registered in accordance with Regulation (EC)
No. 1060/2009 on Credit Rating Agencies as
amended by Regulation (EU) No. 513/2011
[(the “CRA Regulation™]. [ ] is not
included in the list of credit rating agencies
registered in accordance with the CRA
Regulation.]

(The above disclosure should reflect the rating
allocated to Notes of the type being issued
under the Programme generally or, where the
issue has been specifically rated, that rating.)

3. INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE/OFFER

[Save for any fees payable to the [Managers]/[Dealers], so far as the Issuer is aware, no person
involved in the offer of the Notes has an interest material to the offer. The [Managers/Dealers] and
their affiliates have engaged, and may in the future engage, in investment banking and/or commercial

63



banking transactions with, and may perform other services for, the Issuer and its affiliates in the
ordinary course of business — Amend as appropriate if there are other interests]

[(When adding any other description, consideration should be given as to whether such matters
described constitute “significant new factors” and consequently trigger the need for a supplement to
the Base Prospectus under Article 16 of the Prospectus Directive.)]

[YIELD (Fixed Rate Notes only)

Indication of yield:

[ ]

The yield is calculated at the Issue Date on the
basis of the Issue Price. It is not an indication
of future yield.]

[HISTORIC INTEREST RATES (Floating Rate Notes only)

Details of historic [LIBOR/EURIBOR] rates can be obtained from [Reuters].]

OPERATIONAL INFORMATION
() ISIN Code:
(i) Common Code:

(iii)  Any clearing system(s) other than Euroclear
Bank SA/NV and Clearstream Banking S.A.
and the relevant identification number(s):

(iv) Delivery:

V) Names and addresses of additional Paying
Agent(s) (if any):

(vi) Name of Calculation Agent, if different
from the Fiscal Agent:

(vii)  Intended to be held in a manner which
would allow Eurosystem eligibility:
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[ ]

[ 1]
[Not Applicable] / [ ]

[Address(es)]

Delivery [against/free of] payment

[ ]

[Yes. Note that the designation “yes” simply
means that the Notes are intended upon issue
to be deposited with one of the ICSDs as
common safekeeper [(and registered in the
name of a nominee of one of the ICSDs acting
as common safekeeper,][include this text for
registered notes] and does not necessarily
mean that the Notes will be recognised as
eligible collateral for Eurosystem monetary
policy and intra day credit operations by the
Eurosystem either upon issue or at any or all
times during their life. Such recognition will
depend upon the ECB being satisfied that
Eurosystem eligibility criteria have been met.]

[No. Whilst the designation is specified as
“no” at the date of these Final Terms, should
the Eurosystem eligibility criteria be amended
in the future such that the Notes are capable of
meeting them the Notes may then be deposited
with one of the ICSDs as common safekeeper
[(and registered in the name of a nominee of
one of the ICSDs acting as common
safekeeper][include this text for registered



DISTRIBUTION

(i)
(i)
(iii)
(iv)
v)
(vi)

(vii)

Method of distribution:

If syndicated, names of Managers:

Date of [Subscription] Agreement:

Stabilisation Manager(s) (if any):

If non-syndicated, name of relevant Dealer:

U.S. Selling Restrictions:

Prohibition of Sales
Investors:

to EEA Retail

65

notes]. Note that this does not necessarily
mean that the Notes will then be recognised as
eligible collateral for Eurosystem monetary
policy and intra day credit operations by the
Eurosystem at any time during their life. Such
recognition will depend upon the ECB being
satisfied that Eurosystem eligibility criteria
have been met.]

[Syndicated/Non-syndicated]
[Not Applicable/give names]

[ ]
[Not Applicable/give name]

[Not Applicable/give name]

[Reg. S Compliance Category 2; TEFRA
D/TEFRA C/TEFRA not applicable]

[Applicable/Not Applicable]

(If the Notes clearly do not constitute
“packaged” products, “Not Applicable”
should be specified. If the Notes may
constitute “packaged” products and no KID
will be prepared, “Applicable” should be
specified.)



SUMMARY OF PROVISIONS RELATING TO THE NOTES WHILE IN GLOBAL FORM
Clearing System Accountholders

In relation to any Tranche of Notes represented by a Global Note in bearer form, references in the Terms and
Conditions of the Notes to “Noteholder” are references to the bearer of the relevant Global Note which, for so
long as the Global Note is held by a depositary or a common depositary, in the case of a CGN, or a common
safekeeper, in the case of an NGN for Euroclear and/or Clearstream, Luxembourg and/or any other relevant
clearing system, will be that depositary or common depositary or, as the case may be, common safekeeper.

In relation to any Tranche of Notes represented by a Global Registered Note, references in the Terms and
Conditions of the Notes to “Noteholder” are references to the person in whose name such Global Registered
Note is for the time being registered in the Register which, for so long as the Global Registered Note is held
by or on behalf of a depositary or a common depositary or a common safekeeper for Euroclear and/or
Clearstream, Luxembourg and/or any other relevant clearing system, will be that depositary or common
depositary or common safekeeper or a nominee for that depositary or common depositary or common
safekeeper.

Each of the persons shown in the records of Euroclear and/or Clearstream, Luxembourg and/or any other
relevant clearing system as being entitled to an interest in a Global Note or a Global Registered Note (each an
“Accountholder”) must look solely to Euroclear and/or Clearstream, Luxembourg and/or such other relevant
clearing system (as the case may be) for such Accountholder’s share of each payment made by the Issuer to
the holder of such Global Note or Global Registered Note and in relation to all other rights arising under such
Global Note or Global Registered Note. The extent to which, and the manner in which, Accountholders may
exercise any rights arising under the Global Note or Global Registered Note will be determined by the
respective rules and procedures of Euroclear and Clearstream, Luxembourg and any other relevant clearing
system from time to time. For so long as the relevant Notes are represented by a Global Note or Global
Registered Note, Accountholders shall have no claim directly against the Issuer in respect of payments due
under the Notes and such obligations of the Issuer will be discharged by payment to the holder of such Global
Note or Global Registered Note.

Conditions applicable to Global Notes

Each Global Note and Global Registered Note will contain provisions which modify the Terms and
Conditions of the Notes as they apply to the Global Note or Global Registered Note. The following is a
summary of certain of those provisions:

Payments: All payments in respect of the Global Note or Global Registered Note which, according to the
Terms and Conditions of the Notes, require presentation and/or surrender of a Note, Note Certificate or
Coupon, will be made against presentation and (in the case of payment of principal in full with all interest
accrued thereon) surrender of the Global Note or Global Registered Note to or to the order of any Paying
Agent and will be effective to satisfy and discharge the corresponding liabilities of the Issuer in respect of the
Notes. On each occasion on which a payment of principal or interest is made in respect of the Global Note, the
Issuer shall procure that in respect of a CGN the payment is noted in a schedule thereto and in respect of an
NGN the payment is entered pro rata in the records of Euroclear and Clearstream, Luxembourg.

Payment Business Day: In the case of a Global Note or a Global Registered Note, the Payment Business Day
shall be, if the currency of payment is euro, any day which is a TARGET Settlement Day and a day on which
dealings in foreign currencies may be carried on in each (if any) Additional Financial Centre; or, if the
currency of payment is not euro, any day which is a day on which dealings in foreign currencies may be
carried on in the Principal Financial Centre of the currency of payment and in each (if any) Additional
Financial Centre.

Payment Record Date: Each payment in respect of a Global Registered Note will be made to the person shown
as the Holder in the Register at the close of business (in the relevant clearing system) on the Clearing System
Business Day before the due date for such payment (the “Record Date”) where “Clearing System Business
Day” means a day on which each clearing system for which the Global Registered Note is being held is open
for business.
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Exercise of put option: In order to exercise the option contained in Condition 9(f) (Redemption at the option of
Noteholders) the bearer of the Permanent Global Note or the holder of a Global Registered Note must, within
the period specified in the Conditions for the deposit of the relevant Note and put notice, give written notice of
such exercise to the Fiscal Agent specifying the principal amount of Notes in respect of which such option is
being exercised. Any such notice will be irrevocable and may not be withdrawn.

Partial exercise of call option: In connection with an exercise of the option contained in Condition 9(c)
(Redemption at the option of the Issuer) in relation to some only of the Notes, the Permanent Global Note or
Global Registered Note may be redeemed in part in the principal amount specified by the Issuer in accordance
with the Conditions and the Notes to be redeemed will not be selected as provided in the Conditions but in
accordance with the rules and procedures of Euroclear and Clearstream, Luxembourg (to be reflected in the
records of Euroclear and Clearstream, Luxembourg as either a pool factor or a reduction in principal amount,
at their discretion).

Notices: Notwithstanding Condition 19 (Notices), while all the Notes are represented by a Permanent Global
Note (or by a Permanent Global Note and/or a Temporary Global Note) or a Global Registered Note and the
Permanent Global Note is (or the Permanent Global Note and/or the Temporary Global Note are), or the
Global Registered Note is, deposited with a depositary or a common depositary for Euroclear and/or
Clearstream, Luxembourg and/or any other relevant clearing system or a common safekeeper, notices to
Noteholders may be given by delivery of the relevant notice to Euroclear and/or Clearstream, Luxembourg
and/or any other relevant clearing system and, in any case, such notices shall be deemed to have been given to
the Noteholders in accordance with Condition 19 (Notices) on the date of delivery to Euroclear and/or
Clearstream, Luxembourg and/or any other relevant clearing system.
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USE OF PROCEEDS

The net proceeds of each issuance will be used for general corporate purposes of the Issuer or any member of
the Group.
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DESCRIPTION OF THE ISSUER
Introduction

The Issuer is the holding company of a group of companies (the “Group’) which are principally engaged in
the regional distribution of electricity. The Group is also a dominant regional supplier of electricity in the
Slovak Republic and also operates in the gas supply market. The Group owns the power distribution network
in western Slovakia and is the largest power distributor in the Slovak Republic in terms of number of
customers and volume of electricity distributed. ZSE is also the largest electricity supplier in Slovakia by total
volume of electricity supplied.

ZSE is a private joint-stock company which is 51 per cent. owned by the Slovak Republic and 49 per cent.
owned by E.ON group companies.

The Group operates approximately 38,000 km of power lines and over 8,000 transformer stations (including
58 high-to-medium voltage transformer stations and 8,100 medium-to-low voltage transformer stations). In
2017, approximately 9.7 TWh of electricity was distributed through its distribution network to customers. The
Group is the monopoly electricity distributor and dominant electricity supplier in its distribution area of
western Slovakia which includes the capital city, Bratislava, and approximately half of the Slovak population.
The western region covers approximately 15,000 km? and has approximately 2.5 million inhabitants. The
following map shows the Group’s distribution area as well as the areas of other Slovak regional distribution
network operators:

Slovak energy distribution market 2016

ZSE
‘ -
oSenica Trentin o
( #550) =
Tm‘gva =
Bratislava @
® Dunajskd, . e VSE
Streda Levice
S8E
ZSE S3E V3E
1.1mm 0.7mm 0.6mm
Connection points Connection points Connection points
9.3TWh 5.9TWh 3.8TWh
Grid 35th. km Grid 34th. km Grid 21th. km

Source: Based on data for 2016 disclosed by the relevant distribution system operators.

The Group is not involved in the electricity transmission business, which remains controlled by the
state- owned national grid operator, and has no significant electricity generation capacities. For further details
on the Slovak electricity and gas market, see “—Competition”.

The Group’s activities are almost exclusively focused on the Slovak market. The Slovak Republic joined the
Eurozone in 2008. GDP grew (in real terms) by 2.8 per cent. in 2014 (EU28 average was 1.8 per cent.), by
3.9 per cent. in 2015 (EU28 average was 2.3 per cent.) and by 3.3 per cent. in 2016 (EU28 average was
2.0 per cent.). The main driver of the Slovak Republic’s economy has been the expansion of its export
capacity and relatively mild fiscal consolidation. Slovak public debt reached 51.8 per cent. of GDP as of the
end of 2016 (EU28 average was 83.2 per cent.). The budget deficit was 2.2 per cent. of GDP in 2016 and
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2.7 per cent. in 2015, slightly above the EU28 averages of 1.70 and 2.4 per cent, respectively. The budget
deficit is expected to reach 1.0 per cent. of GDP in 2018 compared to 1.6 per cent. forecasted for 2017 (in
each case well below the 3.0 per cent. ceiling for member of the European Monetary Union).? The Slovak
Republic is rated A+ with a stable outlook by S&P, A2 with a positive outlook by Moody’s and A+ with a
stable outlook by Fitch.

ZSE’s principal wholly-owned subsidiaries, which were established in 2006 to meet EU unbundling
requirements, are:

o Zapadoslovenska distribu¢na, a.s. (“Zapadoslovenska distribu¢na”) which operates the electricity
distribution network in western Slovakia and generates the majority of ZSE’s profit; and

o ZSE Energia, a.s. (“ZSE Energia”) which supplies power and gas mainly in western Slovakia and is
the largest electricity supplier in the Slovak Republic by total volume of electricity supplied.

ZSE is incorporated under Slovak law and government resolution No. 4278/2001-1000-010 of 20 June 2001
on the privatisation of Zapadoslovenské energetické zavody, $.p. and is registered with the Commercial
Register of the District Court Bratislava I, Section: Sa, Insert No. 2852/B. ZSE’s company identification
number is 35 823 551 and its registered office is at Culenova 6, 816 47 Bratislava. Its telephone number is
+421 2 5061 4010.

History

ZSE is a successor of Zapadoslovenské energetické zavody, §.p., which was in turn a successor of the business
operated in the current area of Western Slovakia by Zapadoslovenska Elektrarna that was established in 1922.
ZSE was incorporated on 1 November 2001 as a new joint-stock company after Zapadoslovenské energetické
zavody, §.p. was wound up on solvent basis on 31 October 2001. Most of the assets and liabilities of the prior
state enterprise were contributed to the registered capital of ZSE and recorded by ZSE at historic carrying
values.

E.ON Energie AG (“E.ON Energie”) acquired a 49 per cent. stake in ZSE on 5 September 2002. The
following year, the European Bank for Reconstruction and Development purchased a 9 per cent. stake in ZSE
from E.ON Energie which it sold back to E.ON Energie on 21 August 2012. The current 49 per cent. stake of
E.ON Group in ZSE is owned by E.ON Slovensko, a.s. (39 per cent.) and E.ON Beteiligungen GmbH
(10 per cent.).

In order to comply with EU unbundling requirements, the distribution operations of ZSE were transferred to
Zapadoslovenska distribu¢na and its electricity supply operations were transferred to ZSE Energia on 1 July
2007.

Structure of the Group

The Group comprises ZSE (as a service and holding company), two main subsidiaries engaged in the
distribution and supply businesses and a number of smaller subsidiaries which are not material in terms of
EBITDA.

ZSE is the holding company of the Group as well as the provider of shared services such as accounting,
controlling and human resources for certain of its subsidiaries and other affiliated companies. As of 1 January
2015, the customer service centres have been allocated directly to Zapadoslovenska distribuéna and ZSE
Energia. Since 31 December 2015, the IT services have been insourced and operated directly by
Zapadoslovenska distribucnd and ZSE Energia. Zapadoslovenska distribu¢na also became an intragroup
provider of selected IT services to all entities of the Group. On 1 January 2018, shared services such as billing,
telco support services, health and safety services, facility management and quality and system support were
transferred to Zapadoslovenska distribu¢na and ZSE Energia.

2 Source: Eurostat.
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Zapadoslovenska
energetika, a.s. (ZSE)

100% | 100% | }
) . Other Companies (100%)
Zapadoslovenska ZSE + ZSE Business Services, s. 1. 0.
distribuéna a.s. Energia, a.s. « ZSE Development, s.r.o.
» ZSE Energy Solutiens, s.r.o
Distribution Business Supply Business - ZSEMVE,s.1. 0.

Minority Interests
» Energotel.a.s.

+ SPX sro.

» Other minorities

Notes:

1. The shareholders of ZSE MVE, s. r. 0. are ZSE (89 per cent.) and ZSE Energia (11 per cent.).

2. ZSE Energia is 100 per cent. shareholder of ZSE Energia CZ, s.r.0. which is an entity with no material transactions and
therefore not depicted on the diagram above.

Strategy

The Group’s strategy is aimed at supporting the core business, including electricity distribution and sales, the
strategies of which are functionally decentralised in subsidiary companies. The Group’s strategic plans and
objectives fully endorse the strategy of E.ON Group especially in the area of energy networks and individual
customer solutions.

Strategy of the Distribution Business

The main objective of Zapadoslovenska distribu¢na is to ensure the safe and reliable operation of the
electricity distribution system at prices that provide an attractive return for shareholders.

As the majority of Zapadoslovenska distribu¢na’s revenue is generated through regulated activities, the
company intends to continue to take a proactive approach to dialogue with public authorities and other
stakeholders in order to maintain a sustainable incentive-based regulatory framework allowing an attractive
return. In other areas, Zapadoslovenska distribuéna plans to continue to enhance internal process and grid
system efficiencies and performance and improve risk-based asset management to optimise investments and
grid development.

In the context of grid development, Zapadoslovenska distribu¢na is implementing Smart Grid systems. Smart
Grid technology enables the automation of distribution grid elements including remote control and operation
and remote identification of faults. Zapadoslovenska distribu¢na also intends to introduce smart meters for
customers with an annual consumption of over 4 MWh. According to regulatory analysis, the introduction of
smart meters for end consumers with the annual consumption over 4 MWh is economically feasible taking
into account all the costs and benefits for each market player. Relevant secondary legislation setting out the
technical and timeline details of the smart meter rollout was adopted by the Ministry of Economy in October
2013 with the ultimate target of equipping approximately 20 per cent. of distribution off-take points with
smart meters by the end of 2020.

Strategy of the Supply Business
The primary business focus of ZSE Energia is to:

e maintain its leading position in power supply and strengthen its position in gas supply as a dual
commodity supplier through enhanced efficiency of internal sales and care processes and
implementing adjustment to its marketing strategy on the basis of market feedback;
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e enhance its customer portfolio not only through fixed term contract strategies, but also through
offering additional ancillary services with the potential to increase customers’ loyalty; and

e strengthen the position of its brand as a reliable multi-commodity supplier offering high quality
services and develop brand awareness with the launch of a new product sub-brand ZEON focusing on
excellency in providing energy solutions.

ZSE Energia will continue its conversion from dual commodity supplier to established provider of high
quality energy solutions with high operational efficiency and it is prepared for the upcoming challenges in the
European energy market. ZSE Energia also plans to maintain a proactive approach and dialogue with RONI
and other parties involved in energy regulation.

The current regulatory environment and market dynamics, together with an effective marketing strategy, help
to keep churn rates in both the power and gas supply markets at reasonable levels. The launch of its gas
supply services has enabled ZSE Energia to diversify away from its primary electricity supply business.
Through gas supply and the ZEON brand covering energy solutions, ZSE Energia is continuing the expansion
of its sales activities outside its traditional distribution areas.

Business Strengths
The Group’s principal business strengths include:
Leading Position in the Slovak Electricity Market

The Group has a leading position in the electricity distribution and electricity supply market in the Slovak
Republic. The Group distributed approximately 49.1 per cent.? of all electricity distributed by the distribution
system operators in the Slovak Republic in 2016 and supplied 6,212 GWh of electricity to approximately
927,000 electricity off-take points, giving it a market share of 32.3 per cent. of all electricity supplied in the
Slovak Republic in 2016.* In terms of 2016 market shares, the Group is the largest of the three distributors
and the largest of approximately 20 active mass market suppliers of electricity in the Slovak Republic.

Strategic Asset Base

The Group owns and operates a significant distribution network in western Slovakia. The Group’s
distribution network provides the Group with a natural distribution monopoly in the region. The average age
of the network assets is 29 years. The Group applies strict quality standards in the operation of its distribution
network, which generates favourable results in terms of the quality and price of its distribution services.

Favourable Geography

Western Slovakia is the most economically developed region in the Slovak Republic. The region includes the
capital city of Bratislava and approximately half of the population of the Slovak Republic (approximately
2.5 million). The territory is also less geographically diverse when compared to other Slovak regions and
there is a lower number of RES located in the Group’s territory (in particular solar plants which typically have
the highest support costs), resulting in lower average costs for support of these sources.

Large and Stable Customer Base

As of the end of 2017, the Group had approximately 923,000 active off-take points to which it supplied
electricity and 64,000 active off-take points to which it supplied gas. This large and stable customer base with
relatively low churn rates represents significant potential for the cross- and up-selling activities of the Group
and enables the Group to benefit from economies of scale when sourcing the commodities which it supplies.

¥ Based on data for 2016 disclosed by the relevant distribution system operators.

4 RONI’s Assessment of Regulatory Period 2012 — 2016.

72



Position in the Slovak Gas Market

The Group operates also on the gas supply market. The Group supplied 2,084 GWh of gas to approximately
56,000 gas off-take points, giving it a market share of 4 per cent. of all gas supplied in the Slovak Republic in
2016.% As a result, the Group was the fourth largest gas supplier in the Slovak Republic.

Stable Market and Regulatory Environment

In the key electricity distribution segment, the Group retains a naturally dominant position due to its
ownership of the largest distribution network in the Slovak Republic. RONI applies price regulation on
distribution system operators through fixed prices which reflect economically justified costs and reasonable
profits. The regulatory environment in the Slovak Republic is stable and the Group participates in
consultations with the regulator and takes a proactive approach when responding to regulatory policy
initiatives.

Stable Regulated Cash Flows and Financial Stability

The Group generates stable and predictable cash flows from regulated revenues under a transparent regulatory
framework. The Group’s financial stability is supported by a proven track record of positive cash flows,
prudent management policies and supportive shareholders.

Strong Brand with Long Tradition on the Market

The Group’s brand is well known, well established and reliable with a clear dominance in western Slovakia.
The Group’s brand and its reputation substantially support the Group’s retention and acquisition activities and
the Group believes that this could be a significant factor in helping ZSE Energia to establish itself as a stable
and reliable multi-commaodity supplier.

BUSINESS

The table below shows the breakdown of EBITDA between the Group’s different businesses for each of 2016
and 2017.

Year ended Year ended
31 December 2016 31 December 2017

EUR million EUR million
Electricity diStriDULION ......cc.oviiiicecc et 169.2 175.3
Electricity and gas SUPPIY ....cvoeeiieiiieieeeee ettt 16.5 141
OHhEr DUSINESSESY ..o 8.8 106
TOTAL EBITDA ....ooooiiioieeeeeseeeeeess s 1945 200.0
Note:
1) Represents the sum of EBITDA attributable to “Other” segment and to “Eliminations and consolidation adjustments”, as

presented in the note 26 to the Financial Statements.

®  RONI’s Assessment of Regulatory Period 2012 — 2016.
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Regulated tariffs generated 94 per cent. of the Group’s EBITDA in 2017 and 94 per cent. in 2016. In 2017,
88 per cent. was generated directly from the distribution segment, 2 per cent. from the regulated supply of
electricity and gas and 4 per cent. from the “other businesses” representing support services used by the
distribution business.

90% 94% 93% 94% 94%

2013 2014 2015 2016 2017

Distribution

Electricity distribution is the final stage in the delivery of electricity where the electricity supplied by an
electricity supplier is carried from the nationwide transmission system and delivered to end consumers
through the Group’s regional distribution network.

Distribution is the Group’s principal business. In 2017, the Group distributed 9,683 GWh of electricity
compared to 9,347 GWh in 2016. The Group’s revenues from electricity distribution fees in its own territory
(Western Slovakia) in 2017 were EUR 681.3 million compared to EUR 628.8 million in 2016 and its
electricity distribution EBITDA was EUR 175.3 million in 2017 and EUR 169.2 million in 2016, generating
88 per cent. and 87 per cent. of the Group’s EBITDA, respectively.

When EBITDA generated from the “Other businesses” segment representing support services used by the
distribution business is taken into account, the distribution activity generated 92 per cent. of the Group’s
EBITDA in 2017 (88 per cent. directly from the distribution segment and 4 per cent. from the “Other
businesses” segment representing support services used by the distribution business) and 91 per cent. in 2016
(87 per cent. directly from the distribution segment and 4 per cent. from the “Other businesses” segment
representing support services used by the distribution business).

The following chart shows the Group’s total wheeling volumes (electricity distributed) in each of 2013, 2014,
2015, 2016 and 2017.

2013 2014 2015 2016 2017

The Group, through Zapadoslovenska distribu¢na, operates the largest electricity distribution system in the
Slovak Republic. Zapadoslovenska distribu¢na operates the regional electricity distribution system in western
Slovakia, which is the most economically developed region in the Slovak Republic. The Group distributed
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49.1 per cent. of all electricity distributed by distribution system operators in the Slovak Republic and served
44.8 per cent.’ of all off-take points in the Slovak Republic in 20186.

Based on the figures published by the Statistical Office of the Slovak Republic as of 31 July 2015,
approximately 58.2 per cent. of all Slovak business companies were based in western Slovakia. Based on data
published by the National Bank of Slovakia for 2015, 73 per cent. of all foreign direct investments were made
in the region. Based on Eurostat data, the western Slovakia region has the lowest unemployment rate in the
Slovak Republic (7.7 per cent. as of the end of 2016) and Bratislava region belongs to the top ten EU regions
with the GDP per capita of EUR 54,400 representing 188 per cent. of the EU28 average in 2015.

The distribution network of Zapadoslovenska distribu¢na spans an area of approximately 15,000 km? As at
31 December 2017, the Group’s distribution network comprised approximately 2,800 km of high voltage
lines, approximately 13,300 km of medium voltage lines and approximately 20,900 km of low voltage lines.
The total length of the Group’s network of power lines increased from approximately 37,000 kilometres in
2012 to approximately 38,000 kilometres as of the end of 2017. The average age of the distribution network
assets has remained relatively unchanged at approximately 29 years. As at 31 December 2017, the Group had
over 1,133,000 off-take points from its distribution network compared to over 1,119,000 at 31 December
2016.

The capital expenditures of the Group to its network cover the depreciations and amortisation charges. The
Group has a proactive maintenance strategy for its distribution network. The maintenance and development
activities aim to preserve the quality, safety and reliability of the network and enable the Group to maintain
the lowest distribution price among the three distribution system operators. The following chart shows the
Group’s EUR/MWh distribution unit price (including distribution, transmission and losses) in comparison
with the prices of the remaining two regional distribution network operators in 2011 (which is the latest
available data):

ZSE SSE VSE

Source: This information is based on RONI’s date from 2011 and there may have been material changed in the figures since that date.

The Group also applies strict quality standards, which enable the Group to achieve the lowest quality violation
standard rate among the three distribution system operators (measured as a percentage of events with respect
to which a distributor system operator has failed to comply with RONI requirements out of total count of
monitored events):

®  Calculated based on 2016 figures disclosed by distribution system operators.
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ZSE SSE VSE

Source: RONI report on quality standards for 2016.
The table below shows the customer breakdown of the Group’s distributed electricity in 2016 and 2017.

2016 2017
Electricity Electricity
Distributed Share of Total Distributed Share of Total
(GWh) (per cent.) (GWh) (per cent.)

Commercial consumers - Wholesale..... 5,645 60 5,886 61
Commercial consumers - Retail............ 1,397 15 1,411 14
Residential consumers - Retail.............. 2,305 25 2,386 25
Total oo 9,347 100 9,683 100

Subject to certain limited exemptions, Zapadoslovenska distribu¢na does not have a direct contractual
relationship with the end customer and its electricity distribution and related services are provided mostly
under standard framework distribution agreements entered into with electricity suppliers, including ZSE
Energia. The electricity suppliers are obliged to pay the distribution tariffs notwithstanding whether and when
they collect payment from the end customers. The distribution agreements are regulated by the Rules for
Operation of the Electricity Market issued by RONI and other regulatory measures issued by RONI.
According to the Group’s standard practice, the framework distribution agreements have one calendar year
terms.

The distribution tariff structure of Zapadoslovenska distribu¢na approved by RONI allows on average a
maximum 65 per cent. of fixed capacity-based payment. The remaining smaller part of the tariff is
consumption-based. Therefore, a significant part of the Group’s revenues from electricity distribution are
fixed and do not depend on the amount of electricity consumed. This mitigates the risks resulting from
volatility in electricity consumption and makes the Group’s key distribution revenues more resistant to
economic cycles.

Electricity and Gas Supply

The supply business represents sales of electricity and gas to end consumers. The Group, through ZSE
Energia, supplies electricity through the distribution network of Zapadoslovenska distribu¢na in its traditional
distribution area of western Slovakia and through other regional distribution networks in central and eastern
Slovak regions. Gas is supplied through the distribution system operated by SPP — distriblcia, a.s.

The supply business represents a smaller part of the Group’s business in terms of EBITDA. The Group’s
revenues from the supply of electricity were EUR 272.3 million in 2017 compared to EUR 279 million in
2016 and the Group’s revenues from the supply of gas were EUR 98.9 million in 2017 compared to EUR
81.3 million in 2016.” The Group’s commodity supply EBITDA was EUR 14.1 million in 2017 and EUR
16.5 million in 2016, representing 7 per cent. and 8 per cent. of the Group’s total EBITDA in 2017 and 2016,
respectively.

" The supply revenues include recharges from distribution in the distribution territories outside the Group.
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Electricity Supply

The Group, operating through ZSE Energia, is the largest electricity supplier in the Slovak Republic with a
market share of 32.3 per cent. of the total electricity supplied in the Slovak Republic.® ZSE Energia provides
electricity to the capital city, Bratislava, and to approximately one half of the Slovak population in 2016. As
at 31 December 2017, the Group had approximately 923,000 electricity customers (measured by off-take
points) compared to approximately 927,000 at 31 December 2016.

In 2017, the Group supplied 6,253 GWh of electricity compared to 6,212 GWh in 2016. The table below
shows the customer breakdown of the Group’s supplied electricity in each of 2016 and 2017.

2016 2017
Electricity Electricity
Supplied Share of Total Supplied Share of Total
(GWh) (per cent.) (GWh) (per cent.)
Commercial consumers.........c.c.cc.v..... 4,327 70 4,326 69
Residential consUmers ............cco........ 1,885 30 1,927 31
TOtal oo 6,212 100 6,253 100

ZSE Energia supplies electricity to all customer segments. Supplies to (i) households and (ii) SMEs with
consumption of up to 30 MWh per year represent approximately 33 per cent. of the electricity supply of ZSE
Energia in 2017. The supply to these segments is subject to price cap regulation set by RONI. The supply to
other customer segments is fully liberalised and is not subject to price regulation. For details concerning the
calculation of the price cap, see “Regulation, Environment and Health and Safety—Price Regulation”.

ZSE Energia’s sales of electricity to regulated consumers are governed by its standard supply agreements and
terms and conditions, which are regulated by RONI. Most of the contracts with regulated customers are for an
indefinite period and can be terminated by either party with a one month notice period under the Energy Act.

The Group has introduced a fixed term contract strategy with the aim of protecting the Group’s portfolio and
reducing churn in the Group’s most valuable customer groups. In return for signing a fixed term contract
(usually for one year with an automatic renewal for another year), certain consumers are offered discounts
and/or certain value added services, such as free or discounted insurance assistance services provided by a
third party during the fixed contract term.

Sales to unregulated wholesale customers are governed by standard supply agreements, which are based on
the Group’s standard forms, with certain flexibility for accommodation of individually negotiated terms. As a
market practice, wholesale electricity supply is typically contracted for one calendar year, although standard
contracts for up to three years can be negotiated. In the public entities segment, the supply terms are often
dictated by the public tender requirements set by the customers.

The Group’s electricity generation facilities comprise only small hydroelectric power plants which provided
less than 0.1 per cent. of the Group’s total electricity supply in each of 2016 and 2017.

The electricity purchased by ZSE Energia is supplied by domestic electricity producers and traders with the
most significant supplier being Slovenské elektrarne a.s. (“SE”). The Group’s wholesale purchase portfolio is
diversified. ZSE Energia has entered into approximately 50 standard General Agreements Concerning the
Delivery and Acceptance of Electricity prepared by European Federation of Energy Traders or similar
framework agreements. ZSE Energia has not entered into any long-term electricity supply contracts.

The Group’s cost of purchasing electricity for supply was EUR 248.7 million in 2017 and EUR 248 million in
2016.

Gas Supply

At the end of 2011, ZSE Energia started supplying gas to the unregulated large industrial customer segment of
the market. On 1 April 2012, ZSE Energia also entered the regulated mass market,’ thus covering all customer
segments. The 2012 supplied volumes and market share were low but, based on the pilot phase and successful

& RONI’s Assessment of Regulatory Period 2012 — 2016.
®  Households and SMEs with total annual consumption up to 100 MWh (from 2013).
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market entry, ZSE Energia reached a 4 per cent. share of the total Slovak gas supply market in 2016.
Contracts for the supply of natural gas for the Group’s household and SME customers are standard supply
agreements and terms and conditions, which are regulated by RONI. Supplies to (i) households and (ii) SMEs
with consumption of up to 100 MWh per year is subject to price cap regulation set by RONI. The supply to
other customer segments is fully liberalised and is not subject to price regulation.

The natural gas purchased by ZSE Energia is supplied by wholesale gas traders under standard General
Agreements Concerning the Delivery and Acceptance of Natural Gas prepared by European Federation of
Energy Traders or similar framework agreements.

Managing Volatility of Commodity Prices

In order to manage volatility in the prices of the electricity which it supplies, the Group employs a
comprehensive hedging and risk management strategy with a view to optimise its overall open position. In
particular, the following principles are applied by the Group:

e a conservative open position with a maximum level of approximately 5 per cent. of total purchases is
maintained:;

e supplies to large customers are hedged on a back-to-back basis;

o the expected electricity consumption of regulated household and SME customers is purchased on a
one-year-ahead basis taking into account the regulated prices set by RONI;

o supply tender offers include risk premiums based on the duration of the offers; and
o the open position is continuously optimised on both a long-term and short-term basis.

The Group does not use a significant portfolio of financially settled commodity derivatives in its hedging
strategy. The above strategy is applied to both electricity and gas supply.

Trade Receivables

The majority of the Group’s trade receivables represent payments owed by ZSE Energia’s customers, which
include payments for the supply services of ZSE Energia and the distribution services of Zapadoslovenska
distribuéna (or other distribution system operator if supply is made outside of the Group’s distribution area) as
well as other fees such as transmission fee which are re-invoiced and collected from the end customers by
ZSE Energia.

The Group’s trade receivables amounted to EUR 102.1 million (including receivables due and overdue net of
provisions of EUR 29.2 million) at 31 December 2017.

Electro-mobility

The Group is one of the few market participants that is actively engaging in the nascent electro-mobility
sector. The Slovak electro-mobility market is only in its infancy but the Group believes that it has future
potential and growth capability. The Group has been developing low-carbon transport technology since 2011,
making it one of the first movers in the Slovak market. The objective of the Group is to become a leader in the
field of electro-mobility over the next three years. The Group’s strategy is based on the following pillars: (i)
acquisition of new localities and provision of charging infrastructure in locations with demand for public
charging, (ii) provision of financial support to electro-mobility research and development projects and (iii)
internal usage of electric vehicles in the Group’s own fleet. In order to develop the charging infrastructure, the
Group utilises its own funds as well as receiving co-financing from EU CEF funds. Currently, the Group is
active in following electro-mobility projects, all of which benefit from EU co-financing: FAST-E, EAST-E,
Next-E, and URBAN-E. All these initiatives are multi-national and multi-corporation projects and involve the
participation of commercial entities from various EU states. The projects time periods range from 2014 to
2020.
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Competition
Electricity Market
Overview

Since the 1990s, the Slovak electricity industry has undergone a major transformation. In 1990, three regional
electricity distribution system operators, predecessors of: ZSE, Stredoslovenska energetika a.s. (“SSE”) and
VSE, were separated from the state enterprise Slovensky energeticky podnik, §.p. which originally held the
entire assets of the Slovak electricity business. The core of Slovensky energeticky podnik, §.p. was further
transformed in 1994 into SE.

In 2000, the Slovak government resolved to complete the transformation of the electricity industry with a view
to preparing the main companies for privatisation and complying with the requirements of the EU in the then
ongoing accession negotiations.

This transformation entailed the conversion of ZSE, SSE and VSE into joint-stock companies, with the
divestment of the residual heat generation assets, which were operated by ZSE and SSE. Following this
conversion, 49 per cent. of the shares together with the management control of each of the three regional
distribution system operators were sold in 2002. ZSE became part of the E.ON group, the successor of SSE
became part of the EDF group and the successor of VSE became part of the RWE group.

Further, in 2002, SE was separated, in a three-way demerger, into three new companies:
e SE, which owns the generation assets;

e Slovenska elektriza¢na prenosova sustava, a.s. (“SEPS”) which owns the national power transmission
system (TSO — transmission system operator); and

o Teplaren Kosice, a.s., which owns a heat generation plant in eastern Slovakia.

In 2006, 66 per cent. of the shares in SE were sold to Enel S.p.A. The current shareholders of SE are the
Slovak Republic (with 34 per cent. of the shares) and Slovak Power Holding BV (with 66 per cent. of the
shares) whose shareholders are Enel Group with 50 per cent. of the shares and EPH Group with 50 per cent. of
the shares.”® SE owns electricity generation facilities (including two nuclear power plants) with an installed
capacity of 4,176 MW, representing a 52.5 per cent. share of the total installed generation capacity in the
Slovak Republic in 2016."

SEPS remains 100 per cent. owned by the Slovak Republic. Since 1 January 2011, responsibility for the
organisation of the short-term electricity market and imbalance settlement was transferred from SEPS to a
newly created joint-stock company, OKTE, a.s., which is a wholly-owned subsidiary of SEPS. Since
1 January 2014, OKTE, a.s. has taken over the central invoicing process and acts as a clearing centre for
system operation tariff (“SOT”) (see below) and tariff for system services.

0 Acquisition of a 50 per cent. stake in Slovak Power Holding BV by EPH Group represented the first phase of acquisition of

shares all shares of Enel Group in SE by EPH Group which was completed in July 2016.
1 SE Annual Report 2016.
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The following chart shows the overview of key stakeholders in the electricity market and their positions in the
supply chain:

Regulation
Auhority —» RONI (100% State)
Generation
(Partially Regulated) —> SE (33% Enel, 33% EPH, 34% State), Others
Transmission N SEPS
(Regulated) (100% State owned — no privatization expected)
é ) ZSE (51% State, 49% E.ON)
Distribution |, SSE (51% State, 49% EP Energy)
(Regulated) VSE (51% State, 49% Innogy)
\ y, Other local DSOs with marginal impact
s ™
Supply |, 3 ZSE Energia, VSE, SSE, SPP, SE Predaj,
(Partially Regulated) CEZ Slovensko and others with smaller market shares
\ J

Electricity Distribution

The Slovak Republic has three regional distribution power networks operated by three vertically integrated
groups: the Group (western Slovakia), SSE group (central Slovakia) and VSE group (eastern Slovakia).

All these groups are partially privatised and, as part of the unbundling process under the second EU energy
package, each created wholly-owned subsidiaries that operate their distribution systems. These subsidiaries
are:

e Zapadoslovenska distribu¢n4, a.s.;
e Stredoslovenské energetika - Distribucia, a.s., which is part of the EPH group; and
e Vychodoslovenska distribuc¢na, a.s., which is part of the innogy group.
Each of these companies retains a natural monopoly position in its respective territory.
Electricity Supply

There are around 20 electricity suppliers with material activity on the Slovak market, most of which also
supply gas. They follow different market strategies and some of them focus on selected customer segments
only. There were six suppliers with market shares over 5 per cent. in the industry of electricity supply in
2016. The largest electricity suppliers (by volume of electricity supplied) are ZSE Energia (with a market
share of 32.3 per cent. in 2016), SSE (with a market share of 23.6 per cent. in 2016), VSE (with a market
share of 18.5 per cent. in 2016), SE Predaj, s.r.o. (a subsidiary of SE, the dominant electricity producer in the
Slovak Republic and a member of the Enel Group, with a market share of 5.1 per cent. in 2016), CEZ
Slovensko, s.r.0. (a member of the CEZ Group, the leading electricity generator in the Czech Republic, with a
market sq?re of 5.3 per cent. in 2016) and SLOVAKIA ENERGY, s.r.o. (with a market share of 6.7 per cent.
in 2016).

There are a number of other electricity suppliers in the Slovak Republic, although their market shares are
negligible. In 2012, the dominant gas supplier, SPP, also entered the electricity supply market; however, its
market share in the electricity supply market represented only 2.9 per cent. in 2016.

12 RONLI’s Assessment of Regulatory Period 2012 — 2016.
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According to RONI, 73,008 electricity consumers (2.9 per cent.) changed their supplier in 2016 compared to
70,278 customers (2.8 per cent.) in 2015 and 68,066 customers (2.8 per cent.) in 2014.® The Group seeks to
minimise the number of its customers who change supplier by adopting a fixed-term contract strategy for
household and SME customers based on a controlled discounts programme as well as cross-selling and
ensuring that it offers competitive prices to its large customers along with related value added services.

The liberalisation of the electricity supply markets presents challenges but also opportunities for the Group,
including the possibility to penetrate territories of other traditional suppliers. In terms of overall power market
development, the Ministry of Economy expects that electricity consumption in the Slovak Republic will
increase steadily in the upcoming years as shown in the following chart:

CAGR+1,1%
35.

33.7

32.1 324 32.7

2018 2019 2020 2021 2022 2025 2030
M Gross power consumption (TWh) - forecast

Source:  Ministry of Economy, 2017.
Gas Market

The Group is active only in the gas supply market and is not involved in production, transmission or the
distribution of gas.

The Slovak gas market is a relatively stable market with 51 TWh total consumption** delivered to over
1.5 million off-take points in 2016."> The market is dominated by SPP. However, SPP’s market share
continued to decrease from 77 per cent. in 2011"° to 55.5 per cent. in 2016."’

The Slovak gas supply market first opened to new entrants in 2009 and a number of new suppliers, mostly
local affiliates of large international groups, started offering their supply services to industrial off-takers.
There are 25 gas suppliers on the Slovak market,'® which follow different market strategies and focus on
different customer segments. The number of gas consumers who switched their supplier, decreased from
94,388 (6.3 per cent.) in 2013 to 47,031(3.1 per cent.) in 2016.*

18 RONLI’s Assessment of Regulatory Period 2012 — 2016.
14 RONI Annual Report 2016.
15 RONI Annual Report 2016.
16 RONI Annual Report 2011.
17 RONI Annual Report 2016.
8 RONI Annual Report 2016.
1®  RONI Annual Report 2016.
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Borrowings and Capital Expenditure
Borrowings

The Group currently has two series of debt securities in issue, the EUR 315 million 2.875 per cent. notes due
on 14 October 2018 and the EUR 315 million 4.0 per cent. notes due on 14 October 2023. These debt
securities were issued under the Programme.

The Group has certain overdraft facilities with a total amount of EUR 75 million for the purpose of managing
operating liquidity. In 2016 and 2017, no drawings have been made under the overdraft facilities.

Capital Expenditure

The Group’s capital expenditure programme relates mostly to the maintenance and development of its
distribution network. The following table shows the capital expenditure of the Group for 2016 and 2017.

Year ended Year ended
31 December 2016 31 December 2017
(EUR thousand)
Group’s capital expenditure (cash basis).............c.......... 68,843 62,510

Shareholders

The table below shows ZSE’s shareholders as at the date of this Base Prospectus.

Percentage of Percentage of

capital voting rights
Slovak Republic (acting through the Ministry of ECONOMY) .....ccccvvviniiiiciiniciece 51.0 51.0
E.ON SIOVENSKO, 8.5, 1uvvtiiiurieeiiiieeiiteeesetee e s ette e sttt e e st es s bteessateesssbeessabesessteeesssresssssenessees 39.0 39.0
E.ON Beteiligungen GMDH .........c.ccoiiiiiiiiieesese e 10.0 10.0

Each of E.ON Slovensko, a.s. and E.ON Beteiligungen GmbH is ultimately controlled by E.ON SE, the
parent company of the E.ON group of companies.

The Slovak Republic holds 51 per cent. of the shares and voting rights in ZSE through the Ministry of
Economy of the Slovak Republic (the “Ministry of Economy”) which exercises the rights of the Slovak
Republic as a shareholder.

The shareholders of the Issuer entered into an amended and restated shareholders’ agreement dated 11 June
2007, as amended (the “Shareholders’ Agreement”), which provides for details of the Issuer’s corporate
governance structure and governs the exercise of shareholder rights by the shareholders, including the process
for approval of certain reserved matters and exercise of veto rights by the shareholders in certain limited
circumstances.

As of the date of this Base Prospectus, the share capital of ZSE was EUR 196,969,174.86 divided into
5,934,594 shares with a par value of EUR 33.19 each. The entire share capital is fully paid up. ZSE’s shares
are ordinary, dematerialised and registered non-preferential voting shares. The shares are not publicly traded.

Related Party Transactions

The Group’s related party transactions principally comprise transactions with its shareholders and companies
controlled by them. These transactions are described in note 33 to the Financial Statements.

Information Technology

The Group’s IT systems support the technological processes within the Group, such as remote grid
management, meter reading and power outage management, as well as the Group’s business and revenue
generating processes, such as billing, invoicing, customer care and procurement. The IT solutions used by the
Group include various bespoke and third party IT systems owned or licenced by the Group companies.

A material part of the operation and maintenance of the Group’s IT systems is provided by E.ON Business
Services GmbH, an E.ON Group IT provider. Certain IT services and processes are provided through E.ON’s
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shared data centres in Europe. The contract was entered into for an indefinite period and can be terminated by
either party with 12 months’ notice. The contract provides for an orderly hand-over of the relevant IT systems
and related intellectual property rights to the Group upon termination.

Insurance

The Group and its principal subsidiaries maintain comprehensive insurance cover in respect of loss or damage
to property. This cover includes, but is not limited to, fire, explosion, lightning, wind storms, hurricanes,
vandalism, malicious damage, riots, strikes, locked out workers, labour disturbances, civil unrest, electrical
damage and theft. The Group’s property insurance limit is over 1 billion EUR, which significantly exceeds
the book value of the Group’s property, plant, equipment and inventories.

The Group’s insurance does not cover damage to power lines as ZSE believes that maintaining such cover
would not be efficient taking into account the costs and relatively low potential damage. The Group also does
not carry any insurance cover for business interruption, terrorism, war or nuclear contamination as obtaining
and maintaining such insurance cover is not considered economically efficient taking into account the costs
and nature of the Group’s operations.

The Group also has insurance coverage for third party liability which provide cover against legal liability for
causing any accidental bodily injury or death to third parties or damage to their property, as well as cover for
environmental liability with industry standard terms and coverage ratios.

Legal Proceedings

The Group may from time to time be party to administrative, court or arbitral proceedings. A relatively large
number of the Group’s ongoing civil and commercial disputes relate to the collection of the Group’s
receivables from its customers and other counterparties. As of the date of this Base Prospectus, only a small
number of disputes, including those described below, involve some of the Group companies as defendants.

Proceedings relating to the G-component

Zapadoslovenska distribuéna is a defendant in legal proceedings brought by some of the electricity producers
relating to payments for the access to the distribution system (so-called generation (G) - component of
network charges) which are collected by Zapadoslovenska distribuéna from the electricity producers
connected to its distribution network. The G-component was introduced by RONI in 2013 and has been paid
by electricity producers to distribution operators from 2014. The rationale for introduction of the G-
component by RONI was for the electricity producers to share certain costs of developing and maintaining the
grid. In 2016, the Constitutional Court of the Slovak Republic held that whilst charging of such G-component
is not per se illegal, it cannot be applied solely on the basis of the RONI’s regulations. Such payment may
only be charged if the access to the distribution grid is agreed in a contract on access to the distribution grid,
or if it is imposed by primary legislation (either directly by a statute or indirectly, if the statute explicitly
delegates on RONI the power to impose such payment). Since such legislation is not in force, the electricity
producers may only be bound to pay the G-component by a valid contract on access to the distribution
network with the distribution system operator. Zapadoslovenska distribu¢na entered into contracts on access to
distribution grid with a majority of the electricity producers connected to its distribution network. However, a
certain part of electricity producers connected to the distribution network of Zapadoslovenska distribu¢na did
not enter into such contracts mainly due to the fact they were connected before the launch of RES support and
before the contracts on the connection/access to the distribution grid were established in the legislation. In
addition, some of the producers who entered into contracts on access to the distribution grid claim that this
contract is illegal and thus invalid and therefore there is no legal basis for charging of the G-component.

As of the date of this Base Prospectus, the Issuer is aware of 10 proceedings commenced by electricity
producers claiming the return of these G-component payments from Zapadoslovenska distribu¢na (the last one
was filed in December 2017). The aggregate amount claimed by the claimants in these proceedings is
approximately EUR 500,000. As of the date of this Base Prospectus, no decision has been made by the
competent court in any of these cases. Zapadoslovenska distribu¢na may in the future become subject to
further claims brought on the same basis by other electricity producers, especially if the courts decide in
favour of some of the current claimants. In such a case, it is also possible that some producers will refuse to
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continue paying the G-component in the future, because the reasons why the producers claim that charging of
the G-component is illegal still persist.

Court Proceedings relating to the SOT

The Group is also involved in a dispute initiated by Eurdpsky institit pre ochranu spotrebitel’a a pravny §tat, a
non-profit organisation, which is suing only three regional electricity suppliers in Slovakia (i.e. not all
electricity suppliers) and is challenging the payment regime of the system operation tariff (SOT) payable by
households (although all consumers including businesses pay the SOT). The SOT system is described in more
detail in “Description of the Issuer — Regulation, Environment and Health and Safety — Regulation — Energy
Regulation in the Slovak Republic - Support of Renewable Energy”. The claimant generally argues that
households should not be obliged to pay the SOT because the SOT was introduced by RONI in violation of
the energy regulation and of the Slovak Constitution, and hence breaches consumer rights. The claim was filed
in 2015 but no hearing has been scheduled. The amount of claim has not been stipulated in the claim — the
claimant requests the court to order the regional electricity suppliers to refrain from charging the SOT to
households.

Management and Employees
Management

Management Board (Board of Directors)

The members of the Board of Directors are appointed and replaced by the General Meeting. The Board of
Directors is comprised of five members. Pursuant to the Shareholders’ Agreement, three of the five members
of the Board of Directors are nominated by E.ON Slovensko, a.s. and the remaining two members are
nominated by the Slovak Republic.

The Board of Directors acts and signs on behalf of the Issuer, through at least two members acting jointly.

The Board of Directors takes decisions in accordance with the applicable domestic and international
regulations, the Articles of Association, the internal rules of procedure, the company by-laws and the
Shareholders’ Agreement.

The Board of Directors adopts decisions by a simple majority, thus giving E.ON Slovensko, a.s. effective
control over the day-to-day management of the Group. However, pursuant to the Shareholders’ Agreement,
the Board of Directors may not adopt any resolution unless at least one member nominated by the Ministry of
Economy is present at the relevant Board of Directors meeting. This restriction does not apply if both
members nominated by the Ministry of Economy are not present at two consecutive, regularly convened
Board of Directors meetings.

The Board of Directors is comprised of the following individuals:

Name Position

Jochen Kley Chairman®®
Peter Adamec Vice-Chairman®
Pavol Viskupic Member®
Marian Rusko Member®
Juraj Krajcér Member®

Notes:

1) Mr Jochen Kley is also the Chief Executive Officer of ZSE.

2) Nominees of E.ON.

3) Nominees of the Ministry of Economy.
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The contact address of each member of the Board of Directors is Culenova 6, 816 47 Bratislava. There are no
actual or potential conflicts of interest between their ZSE-related duties and their private interests and/or other
duties.

A résumé for each member of the Board of Directors is set out below:
Jochen Kley

Mr Kley has been a Member of the Board of Directors and the CEO of the Issuer since 2012 and was re-
elected in 2016. He is responsible for the overall management of the business of the Group. He has a
master’s degree in Business Administration from the University of Mannheim, Germany, and has served as a
financial and controlling expert in the energy sector since 1993, when he joined Preussen Elektra AG in
Hannover, the energy arm of Veba AG, and one of the two companies which formed E.ON Group in 2000.
He became the Managing Director there in 1998, and in 2000 he was appointed Managing Director of E.ON
Netz Bayreuth. In 2006, he moved to the E.ON headquarters in Dusseldorf to become Senior Vice President
of E.ON for corporate planning and controlling. Mr Kley is also the Chair of the Board of Directors of E.ON
Slovensko, a.s., which is a shareholder of the Issuer and a wholly-owned subsidiary of E.ON SE and the Vice-
Chair of the Supervisory Board of ZSE Energia.

Peter Adamec

Mr Adamec has been the Vice-Chair of the Board of Directors of the Issuer since 2012 and was re-elected in
2016. He worked for the Issuer after he graduated from the Slovak Technical University’s Faculty of
Electrical Engineering. Mr Adamec then served in various management positions in the Slovak grid and as
the Chair of the Board of Directors of SEPS between 2006 and 2010. He is also a Director of P.A.
EnergoConsulting s.r.o. in the Slovak Republic.

Pavol Viskupi¢

Mr Viskupi¢ was appointed to the Board of Directors of the Issuer in 2016. He graduated from the Slovak
Technical University’s Faculty in the field of chemical engineering. He serves in a technical position
responsible for technology development in SLOVNAFT, a.s. Mr Viskupi¢ previously also served as chief
technical advisor of Honeywell UOP.

Marian Rusko

Mr Rusko, who is responsible for the distribution business, was appointed to the Board of Directors of the
Issuer in 2013 and was re-elected in 2017. After studying corporate economics at the University of Giessen,
Germany, he joined Bayernwerk AG in 1998. Until 2004, he worked in various management positions
focusing on company restructuring and acquisitions and as a Member of the Supervisory Boards of the
acquired gas businesses in the Czech Republic. Since 2005 he has worked for E.ON Czech Republic as a
procura holder and managing director of grid asset and grid IT management and of new business development
in the regions of South Bohemia and Moravia. Mr Rusko was the Chair of the Supervisory Board of LUMEN
DISTRIBUCE s.r.0., Czech Republic; the Supervisory Board of LUMEN DISTRIBUCNI SOUSTAVY s.r.0.,
Czech Republic; and the Supervisory Board Teplarna Té&bor a.s., Czech Republic. He also served as a
Member of the Supervisory Board of Energetika Malenovice, a.s., Czech Republic. Mr Rusko is also a Vice-
Chair of the Supervisory Board of Zapadoslovenska distribu¢na, a.s.

Juraj Krajcar

Mr Krajcéar, who is responsible for the supply business, was appointed to the Board of Directors of the Issuer
in 2013 and was re-elected in 2017. Mr Krajcér is also a Chairman of the Board of ZSE Energia (since July
2013) and director of sales operations (since April 2011). Mr Krajcar obtained degree in geography and
physical education from the Comenius University in Bratislava. Between 2002 and 2009, Mr Krajcéar worked
in held various sales positions at GE Capital Leasing and Slovak Telekom. Mr Krajcér thereafter joined VSE
as head of sales, a position in which he remained until immediately prior to joining the Group in 2011.

Supervisory Board

The Supervisory Board is the supreme supervisory body of the Issuer. It supervises the exercise of the powers
of the Board of Directors and the business activities of the Issuer. In addition to the powers vested in it by
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Slovak corporate law, the Supervisory Board must approve certain material transactions of the Issuer,
including substantial reorganisations and the setting up and acquisition of subsidiaries under the Shareholders’
Agreement and Articles of Association. The Supervisory Board also approves the Issuer’s annual strategic
plan. All investments, transactions and expenditures and the provision of guarantees and securities must also
be approved by the Supervisory Board, if the financial impact of any such transaction is more than EUR
5 million greater than the value envisaged by the strategic plan.

The Supervisory Board consists of nine members. Six members are elected and removed by the General
Meeting of the Issuer and three members are elected by the employees of ZSE pursuant to the relevant
provisions of the Commercial Code.

The Supervisory Board is comprised of the following individuals:

Name Position
Eva Milucka Chair
Markus Kaune Vice-Chair
Lucia Veselska Member
Erna Dohnalikova Member
Tomas Galbavy Member
Jan Rusnak Member
Silvia Smatralova Member
Martin Mislovi¢ Member
Juraj Nyulassy Member

A résumé for each member of the Supervisory Board is set out below:
Eva Miluc¢ka

Mrs Milu¢ka was appointed Chair of the Supervisory Board of the Issuer in 2016. She graduated from the
Economic University in Bratislava in the field of financial management. She serves as executive director or
financial manager in other business companies.

Markus Kaune

Mr Kaune was appointed Vice-Chair of the Supervisory Board of the Issuer in 2016. He graduated from the
Ruhruniversitat Bochum (Germany) and Rijksuniversiteit Leiden (Netherlands) in the field of law. Since 2011
he has also served as Vice President of the Business Excellence Energy Networks in E.ON SE, Essen.

Lucia Veselska

Mrs. Veselska was appointed to the Supervisory Board of the Issuer in 2016. She also serves as an advisor to
the director of the Slovak Business Agency and the director of TIPOS, narodna lotériova spolo¢nost’, a. s. for
public procurement.

Erna Dohnélikova

Mrs. Dohnélikova was appointed to the Supervisory Board of the Issuer in 2016. She graduated from the
Slovak Technical University’s Civil Engineering Faculty in the field of water constructions. She also serves as
director of the implementation department of Operational Programme Informatisation of Society procured by
the Deputy Prime Minister’s Office for Investments and Informatisation of the Slovak Republic..
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Toma$ Galbavy

Mr Galbavy was appointed to the Supervisory Board of the Issuer in 2016. He graduated from the
Constantine the Philosopher University in Nitra in the field of politology. From 1998 to 2012 he served as a
Member of Slovak Parliament.

Jan Rusnak

Mr Rusnak was appointed to the Supervisory Board of the Issuer in 2016. Previously he served as a Member
of the Board of Directors of the Issuer. He is an energy expert by trade. He graduated from the Slovak
Technical University’s Faculty of Electrical Engineering in 1988. He has worked as an energy auditor and
later as an independent energy equipment inspector/auditor since 1995.

Silvia Smatralova

Mrs. Smatralova was appointed to the Supervisory Board of the Issuer after being elected by the employees of
the Issuer in 2017. She also serves as a Member of the Supervisory Board of Zapadoslovenska distribu¢na
appointed by its employees. She is the statutory representative of Odborova organizécia Zapadoslovenskej
energetiky, the largest union organization active at the Issuer.

Martin Mislovi¢

Mr Mislovi¢ was appointed to the Supervisory Board of the Issuer after being elected by the employees of the
Issuer in 2017. He is employed by the Issuer in the position of customer rights ombudsman.

Juraj Nyulassy

Mr Nyulassy was appointed to the Supervisory Board of the Issuer after being elected by the employees of the
Issuer in 2017. He is employed by Zéapadoslovenska dsitribu¢na in the position of head of and balances and
prices.

Employees

The Group had on average 1,811 full time employees in 2017 compared to 1,793 in 2016. The number of
full time employees does not include members of statutory bodies and part time workers. The majority of the
employees (73 per cent. at 31 December 2017) are men. The average age of the Group’s employees was 45.5
in 2017.

Most of the Group’s employees are represented by five union organisations, the largest of which is Odborova
organizacia Zapadoslovenskej energetiky. The Group companies have entered into collective bargaining
agreements with these unions. The current agreements will expire at the end of 2020. The collective
bargaining agreements apply to all employees of the Group, notwithstanding their union membership. Under
the agreements, employees are entitled to certain benefits above statutory minimum requirements, relating
inter alia to remuneration, notice periods and social support. These benefits are provided in line with the
Group’s social policy and strategy and are considered comparable to those provided by other energy
companies in the Slovak Republic.

Regulation, Environment and Health and Safety
Regulation
European Energy Regulation Framework

Third EU Energy Package

The Third EU Energy Package measures were adopted in 2009 through the new Electricity and Gas Directives
and Regulations. The two new Directives were required to be implemented into national law by 3 March
2011, with some exceptions. The Regulations became directly applicable as of 3 March 2011.
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The Third EU Energy Package increased the ability of the European Commission to influence national energy
choices and to steer national regulation of energy markets. In addition, on certain issues such as:

e the new unbundling regime;

o the new definition of the role and duties of national regulators, which are required to act
independently of national governments;

e the creation of a new “Agency for Co-operation of Energy Regulators” (“ACER”) which excludes
governmental participation; and

e the new rules on cross-border infrastructure,
EU Member States lost important powers to regulate their national markets.
European Regulation on Market Integrity and Transparency

On 28 December 2011, the new Regulation on Wholesale Energy Market Integrity and Transparency
(“REMIT”) came into effect. REMIT is designed to combat market abuse, by prohibiting insider trading as
well as market manipulation in relation to the wholesale energy markets for gas and electricity. As REMIT is
an EU Regulation, it is enforceable directly against EU enterprises, regardless of whether the relevant Member
State has introduced national implementation measures.

Trading activity in the wholesale energy markets is monitored by ACER, which is entitled to receive complete
transaction data from market participants. The identification of market participants is facilitated by the
registration requirements - any market participant that enters into transactions which are required to be
reported must register with the national regulatory authority in the relevant Member State.

Market monitoring may be followed up by an investigation carried out by the national regulatory authorities
(and not by ACER). Member States are required to grant these authorities the necessary investigative and
enforcement powers to ensure that the prohibitions on insider trading and market manipulation can be applied.
These powers include the right to inspect documents, carry out on-site inspections and to access existing
telephone and data traffic records.

European Legislation on Renewable Energy Sources

The EU Renewable Energy Directive (the “Renewables Directive™),?® which had to be implemented by
Member States by December 2010, requires that renewable energy sources should meet 20 per cent. of the
EU’s overall energy consumption by 2020 and 10 per cent. of each Member State’s transport energy
consumption. Each Member State has a specific target for increasing its renewable energy share.

Greater emphasis is being placed on the promotion of economic schemes, such as direct price support. The
European Commission estimates that annual capital investment in renewable technology would have to
increase to EUR 70 billion in order to reach the targets and that much of this financing will have to come from
the private sector. Investment incentives are therefore viewed as important in driving renewable energy
uptake. The Renewables Directive requires Member States to introduce systems to certify the origin of
electricity generated from renewables so that it can be easily identified and verified.

The Renewables Directive also proposes reductions in the current regulatory and market barriers to generation
from renewable energy sources. These include streamlining the procedures for obtaining authorisations for
renewable energy projects, improving the co-ordination between, and the expertise of, the administrative
bodies responsible for granting authorisations, improving the planning guidelines for renewables projects and
improving access for renewable energy to electricity transmission systems. The Renewables Directive also
permits Member States to co-operate on joint renewable energy projects where the energy produced can count
towards each country’s national target.

2 Directive 2009/28/EC on the promotion of the use of energy from renewable sources and amending and subsequently repealing

Directives 2001/77/EC and 2003/30/EC.
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On 30 November 2016, the European Commission published a proposal for a revision of the Renewables
Directive with a goal to ensure that the target of at least 27 per cent. renewables in the final energy
consumption in the EU is met by 2030.%

Energy Regulation in the Slovak Republic
Overview

The electricity and gas industry in the Slovak Republic is regulated mainly by the following primary
legislation:

e the Act No. 250/2012 Coll. on Regulation in Network Industries, as amended (the “Regulation Act”),
which defines the Slovak national regulatory authority — RONI, its structure and responsibilities, and
sets out key parameters of price regulation and the pricing procedure and procedure for issuing
permits, licences and other instruments required for carrying out business in the energy sector;

e the Act No. 251/2012 Coll. on the Energy Industry, as amended (the “Energy Act”), which sets out in
detail the terms of doing business in the energy sector, establishing the licensing requirements, rights
and obligations of particular types of electricity and gas market participants and instituting state
supervision over compliance with the applicable legislation; and

e the Act No.309/2009 Coll. on Promotion of Renewable Energy Sources and High-Efficiency
Cogeneration, as amended (the “Renewable Energy Act”), which sets out specific incentives for
RES.

The primary legislation is supplemented by a variety of secondary legislation,?? quality standards and
technical requirements.

The Slovak Republic has also signed and ratified the Energy Charter Treaty and the Protocol to the Energy
Charter Treaty concerning Energy Efficiency and Related Environmental Aspects.

Regulatory Bodies
RONI

The energy sector (including the electricity, gas and heat sub-sectors) is mainly regulated by RONI.
According to the Regulation Act, RONI must perform its duties impartially and independently and public
bodies or any other persons must not interfere with the RONI’s competencies. RONI is headed by a Chairman
who is appointed and removed by the Slovak Government.

RONI is responsible for the following main activities in the electricity and gas sectors:
e issuing secondary legislation;
o performing price regulation (issuing price regulation decrees and price decisions);

e issuing general licences for doing business in the energy sector and various permits, consents and
certificates (e.g. certificates of origin of electricity produced by RES);

2L proposal for a Directive on the promotion of the use of energy from renewable sources (recast) published under No.

COM/2016/0767 final/2 - 2016/0382 (COD).

Such secondary legislation comprising in particular of:

e RONI Decree No. 24/2013 Coll. setting out rules for the functioning of the internal electricity and gas market, as
amended,;

e RONI Decree No. 189/2011 Coll., setting out the principles of the extent and manner of the price regulation in
the network industries (energy) sector, as amended;

e RONI Decrees No. 225/2011 Coll. and 18/2017 Coll., each as amended, setting out detailed rules for the price
regulation in the electricity sub-sector; and

e RONI Decree No. 216/2011 Coll. and 223/2016 Coll., as amended, setting out detailed rules for price regulation
in the gas sub-sector.

22

89



e setting the rules for determining suppliers of last resort;

e granting exemptions (such as exemptions from the regulatory regime and exemptions from the third
parties access obligation) to energy undertakings;

e setting out and supervising quality standards; and

e supervising compliance with the energy legislation and RONI’s decisions and carrying out inspections
for that purpose, including the power to impose sanctions or withdraw a licence.

The Regulatory Council of RONI (the “Regulatory Council”) is the supreme body of RONI responsible for
the strategic management and principal regulatory policy in the network industries (energy) sector. The
Regulatory Council is vested with the following principal powers:

e reviewing appeals against the decisions issued by RONI in the first instance save for the first instance
decisions imposing fines (which are reviewed by RONI’s Chairman); and

e adopting regulatory policy and providing comments on drafts of the energy legislation instruments.

The Regulatory Council consists of six members. The members of the Regulatory Council are appointed and
removed by the President of the Slovak Republic after the nomination of six candidates by the Slovak
Parliament and six candidates by the Government, so that three members nominated by the Slovak Parliament
and three members nominated by the Government are finally appointed. Based on the nomination by the
Regulatory Council, the President of the Slovak Republic appoints one of its members as the Chairman of the
Regulatory Council.

The Ministry of Economy
The Ministry of Economy of the Slovak Republic is responsible for:
¢ developing the national energy policy and reviewing the regulatory policy of RONI in certain areas;

e issuing secondary legislation (e.g. on the smart metering roll-out and on the emergencies measures in
the electricity and gas sector, etc.);

e monitoring the safety of the electricity and gas supply and adopting measures designed to secure the
safety of the electricity and gas supply and the safety, reliability and integrity of the supply network;

e issuing compliance certificates for the construction of new electricity and gas facilities (including new
power plants) and selected electricity and gas transmission/distribution facilities; and

e imposing obligations in the general interest and deciding on the application of such obligations.
Slovak Trade Inspection

The Slovak Trade Inspection together with RONI are generally responsible for overseeing compliance with
the energy legislation with a particular focus on the fulfilment of the obligations imposed on energy
undertakings in the general interest, the security and reliability of the electricity and gas supply and the
prevention of critical situations in the gas and electricity markets.

General Licensing

The generation, transmission, distribution and supply of electricity and gas, as well as the storage of gas and
organising the short term electricity market, are all subject to licensing requirements in the Slovak Republic.

Licences are issued by RONI on the basis of an application by a prospective licensee and satisfaction of a
broad range of requirements (which also depend on the type of energy business being licensed).

Licences are generally granted for an indefinite period of time, unless the applicant requests otherwise. Any
refusal of an application must be reasoned and the reasons must be well founded, objective and
non-discriminatory.
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Certain activities in the energy sector are exempt from the licensing procedure. These include:

o the generation and sale of electricity that is produced by facilities having a total installed capacity of
up to 1 MW;

o electricity/gas production or distribution for own needs; and

e the supply of electricity (including securing transmission, distribution and other services related to the
supply of electricity) and the supply of gas (including securing transmission, distribution and other
services related to the supply of gas) without any margin.

Where a licence is not required for a particular activity, the person performing that activity has a notification
obligation towards RONI.

Any licence granted terminates upon the expiry of the period for which the licence was granted (if it was
granted for a defined period) or if the licence holder ceases to exist. In addition, RONI is obliged to withdraw
the licence if the licensee:

e ceases to comply with the conditions required for granting a licence;
o fails to comply with the measures imposed by RONI to remedy breaches identified by RONI; and

e requests the withdrawal of the licence or does not carry out the activity for which the licence was
granted.

Currently, the Group holds all required licences for an indefinite period and no proceedings before RONI are
pending which could threaten any of the Group’s material licences.

Because the Group owns the regional distribution network, it would be difficult in practical terms for RONI to
issue a licence to any new region-wide distribution system operator in western Slovakia.

Individual Licensing for Facilities

In addition to obtaining the general licences required to carry out certain types of regulated activity in the
energy sector, the construction and operation of an electricity or gas facility is subject to several
procedures/permits, including:

e a compliance certificate issued by the Ministry of Economy which confirms the proposed facility’s
compliance with the long term energy policy of the Slovak Republic, which in turn is based on the
positive opinion of a distribution system operator or transmission system operator to which the facility
is to be connected or RONI;

e an environmental impact assessment approval which assesses the proposed facility’s impact on the
environment (if the applicable installed capacity thresholds under EIA legislation are met);

e a zoning permit which determines the proposed facility’s location and conditions for the location’s
adjustment;

e a construction permit which states the conditions for the proposed facility’s construction and is
required for all projects; and

e an occupational permit which allows the facility’s operation.

A compliance certificate issued by the Ministry of Economy is not required for certain facilities which are
relevant for the Group:

e any construction of the electricity distribution facility which in its nature represents expansion,
reconstruction or modernisation of the existing distribution system, except for very high voltage
facilities (110kV and above) and cross-border facilities; and
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e new gas generation facilities and electricity generation facilities with an installed capacity below 100
kW (in the case of photovoltaic generation facilities placed on a roof construction or external walls of
a building) or 1 MW (in the case of other generation facilities).

Price Regulation

According to the current regulatory policy adopted by the Regulatory Council for the regulatory period 2017
to 2021 (the “Regulatory Policy 2017-2021”), RONI sets the following maximum and/or fixed prices in the
electricity sector which are relevant for the Group’s business:

e access to the transmission system and electricity transmission;

e access to the distribution system and electricity distribution;

e connection to the transmission and distribution systems;

e provision of system services (ancillary services) and support services;
e organisation of short term electricity market;

e production of electricity from RES;

o supply of electricity by last-resort supplier; and

o supply of electricity to regulated SMEs and households.

In the current regulatory period (2017-2021) RONI also sets the following maximum and/or fixed prices in the
gas sector which are relevant for the Group’s business:

e access to the distribution system and gas distribution;
e connection to the transmission and distribution systems; and
o supply of gas to regulated SMEs and households.

All of the Group’s electricity distribution business and a material part of its electricity and gas supply business
is subject to price regulation. 94 per cent. of the Group’s EBITDA in 2017 was generated in these regulated
sectors (88 per cent. directly from the distribution segment, 4 per cent. from the “Other businesses” segment
representing support services used by the distribution business and additional 2 per cent. representing
regulated supply of electricity to households and small and medium enterprises with consumption up to 30
MWh of electricity and 100 MWh of gas, who are subject to regulation). The only non-price-regulated
activities carried under energy licences are supplies of electricity and gas to medium and large enterprises, in
which the prices are set by the market. In addition, the provision of services by ZSE to Zapadoslovenska
distribu¢né and ZSE Energia is also outside the scope of energy (including pricing) regulation.

The basic formula for the maximum price a distribution system operator may charge for access to its system
and for electricity distribution is:

MP = (OC+DC+AP) / AV
where:

MP = maximum price (price cap) set for each voltage level (i.e. high voltage, medium voltage and low
voltage);

OC = operational costs (determined by RONI);?

22 Operational costs applicable to the regulatory period 2012-2016 were determined in 2010. Such costs are subject to potential

increase by an escalation index | = 1+CI-X, where CI stands for annual average core inflation, and X is set at 3.5 per cent. If Cl <
3.5 per cent. then operational costs as determined in the preceding year apply.
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DC = depreciation charges (the initial value of the depreciation charges is determined based on RAB value
and is increased by the planed depreciation charges from the planned investments in the regulatory year (t-1)
approved by RONI);

AP = adequate profit, which is calculated as the product of the RAB value and the weighted average cost of
capital (“WACC”)** (both RAB and WACC are approved or determined by RONI); and

AV = average volume of transported/distributed electricity for five years (t-3, t-2, t-1, t, t+1).

The RAB value is based on the assets value of the regulated entity as of 2005, increased by the value of
investments made in the period 2006-2010 and decreased by the sum of the depreciation amounts for that
period, i.e. the RAB value as of 2010 is applied.

RONI has certain discretion when considering eligibility of certain costs and determining the variables
including without limitation value of RAB, technical lifetimes of assets and costs of capital, as it is allowed to
use its own methodology for the determinations. However, any methodology applied by RONI has to be
transparent and justified.

RONI also sets the allowed grid losses level including technical and non-technical (business) losses or thefts.
Actual grid losses of Zapadoslovenska distribuéna have not exceeded the allowed grid losses set by RONIL.
The revenues from the sanctions for thefts actually paid by customers will decrease the allowed revenues of
Zapadoslovenska distribu¢na after 2014 (based on (t-2) actual results) together with actual revenues from grid
connections and sanctions for exceeding the reserved capacity.

The regulated price of the electricity supply is based on the market price of electricity and is subject to
applying the “price cap” method. The maximum price of the regulated electricity supplies is calculated
according to the following simplified formula:

MP = ExP*(1+X/100) + IC + OC + AP
where
MP = maximum price (price cap);

ExP = average price of the daily prices of the standard forward product F PXE CZ BL Cal for year t % (i.e.
cash settlement baseload for the Czech Republic for year t) at the Prague Power Exchange Central Europe
during a period from 1 January to 30 June of the year preceding the year for which the price is to be set;

X = co-efficient determined by RONI taking into account diagram of planned deliveries, subject to
12 per cent. cap;

IC = costs of the supplier related to deviation of the regulated consumers as approved by RONI;
OC = operational costs related to supplies, subject to cap of EUR 0.65 per connection point per month;
AP = adequate profit, which is subject to cap:

o of 8 percent. of ExP*(1+X/100) but in any case not exceeding EUR 3/MWh in the
households segment; and

o of 16 per cent. of (ExP*(1+X/100) + IC) but in any case not exceeding EUR 8/MWh in the
small enterprises segment.

The specific price for individual services provided by a licence holder is determined separately for each
licence holder and each regulated service in an individual price decision issued by RONI (the “Individual
Price Decision”). Each Individual Price Decision is based on a price proposal submitted to RONI by the
individual licence holder for the regulatory period (in cases stipulated by the law, the individual licence holder

2+ Pre-tax WACC is calculated based on the formula set out in the applicable RONI decrees. Pre-tax WACC set by RONI for
2012-2013 was 6.04 per cent. Pre-tax WACC set by RONI for 2014 was 6.03 per cent. 6,08 per cent. for 2015, 6,12 per cent. for
2016, 6,04 per cent. for 2017 and 6,27 per cent. for 2018.

% FPXE SK BL Cal product will be used in 2014 and following regulatory years.
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may ask for the change of the Individual Price Decision or such change may be even adopted by the RONI ex
officio). The price proposal (including changes thereto) must be approved by the general meeting
(shareholders) of the respective licensee. The price proposal must comply with the applicable pricing
regulations issued by RONI for the relevant price regulatory period.

Further Aspects of Regulatory Policy 2017 — 2021

Regulatory policy represents a strategy which elaborates regulatory measures to be implemented during a
specified regulatory period, in particular with regard to the price regulation. The regulatory policy is drafted
and adopted by the Regulatory Council and is subject to public consultations prior to its adoption. The
regulatory policy may be subject to change even during the regulatory period if such change is necessary to
achieve the purpose of regulation.

The current Regulatory Policy 2017-2021 aims to set up the conditions for unification of distribution charges
in the whole territory of the Slovak Republic.

Support of Renewable Energy

Currently there are three main incentives offered to RES under the Renewable Energy Act:

e priority rights (i.e., priority connection to the regional distribution system and transmission network,
priority transmission and distribution and priority off-take of electricity);

e the compulsory assumption of liability for the RES’s imbalance (that is, the difference between the
amount of electricity that the RES is expected to supply and the amount actually supplied to the
system) by the distribution system operator. This form of support is only available to RES with a total
installed capacity lower than 1 MW, or 30 kW in respect of facilities using solar energy®;

o the supply of electricity under a feed-in tariff — RES which fulfil the requirements set out in the
Renewable Energy Act (RES with pre-determined installed capacity®”) also receive support in the
form of a feed-in tariff. The amount of feed-in tariff varies depending on the source of renewable
energy or use of cogeneration technology, type of technology employed, installed capacity of the
facility and when the facility was put into operation.

The feed-in tariff, including the premium component, is applicable to eligible RES for a period of 15 years
from the year in which the RES began to operate. In case of RES with a total installed capacity below 500
kW, the guaranteed purchase of electricity for a price to cover losses (the first component of the feed-in tariff)
is applicable for the whole lifetime of the generation facility.

Zapadoslovenska distribu¢na is obliged to provide the above incentives to RES. In principle, the costs of
Zapadoslovenska distribu¢na incurred as a result of payment of the applicable feed-in tariffs to the eligible
producers are reimbursed through a system operation tariff (SOT) payable to Zapadoslovenska distribu¢na
through the market operator who bills (i) the suppliers of all end consumers of electricity in proportion to the
electricity purchased by them and (ii) the “self-producers” of electricity in proportion to the electricity they
produced and consumed. The amount of the SOT is determined on an annual basis by RONI.

The SOT system may lead to losses or reduced cash flow for Zapadoslovenska distribu¢na, mainly for the
following reasons:

e Forecasted production element of the SOT calculation: the SOT is set by RONI based on forecasted
volumes of future production of “green electricity” notified by the respective producers as well as on
the forecasted production of new facilities to be connected to the distribution system. The difference
between forecasted and actual production is subject to reconciliation on two years basis. If the actual

% In the past, the installed capacity criterion was set at 4 MW but was later reduced to 1 MW and 30 kW for solar power facilities.

Nevertheless, the general principle is that the installed capacity criterion is assessed under the laws in force at the time when the
facility was put into operation.

These include (i) generally RES with the installed capacity of up to 125 MW; (ii) RES with the installed capacity of up to 200
MW in case of highly efficient cogeneration with the energetic share of the fuel originating from renewable sources exceeding
30 per cent or the energetic share of the gases originating in the fuel metallurgical process exceeding 40 per cent; and (iii)
hydro-energy facilities with the installed capacity of up to 5 MW.

27
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production of electricity is greater than forecasted (which has always been the case in recent years),
Zapadoslovenska distribu¢na may incur temporary cash flow issues as it makes payments to eligible
producers based on the actual production but receives SOT payments based on the lower forecasted
production.

e Forecasted consumption element of the SOT calculation: the support costs reflected in the calculation
of the SOT are allocated by RONI into the tariff (i.e. the price in EUR/MWh is determined) based on
the planned consumption of the customers and “self-producers” (as predicted by the distribution
system operators). If the actual consumption is lower than that predicted, Z&padoslovenska
distribu¢na will face the issue of insufficient revenue collected through SOT to cover the costs
incurred by Zapadoslovenska distribu¢na (when paying the costs of RES support).

The cash flow issues related to the SOT should, however, be of a temporary nature, since any deficit or
surplus resulting from the RES support concerning both the revenue side (i.e. forecasted consumption) as well
as the costs side (i.e. forecasted production) is reconciled via the correction mechanism in two years. The
mechanism means that when setting the SOT by RONI in year t-1 for year t, RONI will reflect the deficit or
surplus resulting from the RES support in year t-2.

Net deficit (including both costs and revenues) from the SOT system in 2011 reflected in 2013 tariff setting by
RONI via the t-2 correction mechanism was EUR 10.9 million. Net deficit (including both costs and
revenues) from the SOT system in 2012 which was reflected in 2014 tariff setting by RONI via the t-2
correction mechanism was EUR 12.3 million. Net deficit (including both costs and revenues) from the SOT
system in 2013 which was reflected in 2015 tariff setting by RONI via the t-2 correction mechanism was EUR
26.8 million. Net deficit (including both costs and revenues) from the SOT system in 2014 which was
reflected in 2016 tariff setting by RONI via the t-2 correction mechanism was EUR 27.4 million. Net deficit
(including both costs and revenues) from the SOT system in 2015 which was reflected in 2017 tariff setting by
RONI via the t-2 correction mechanism was EUR 27.6 million. Net deficit (including both costs and revenues)
from the SOT system in 2016 which was reflected in 2018 tariff setting by RONI via the t-2 correction
mechanism was EUR 39.8 million The expected net deficit from the SOT system (containing both costs and
revenues) in 2017 is approximately EUR 46 million and it is expected to be corrected via the t-2 regulatory
correction mechanism in 2019. The expected higher deficit from the SOT system in 2017 compared to the
deficits in previous years is caused by the higher volume of produced electricity and developments in
electricity prices. There are ongoing discussions between the distribution operators and the Ministry of
Economy with a view to resolve this issue by changing the current SOT system. However, it is unclear if any
such change will be adopted and implemented.

Impact of the Third EU Energy Package on the Group

The core energy legislation in the Slovak Republic which implemented the Third EU Energy Package (i.e. the
Energy Act and Regulation Act) became effective as of 1 September 2012.

The Energy Act provides strong protection of electricity consumers and “vulnerable customers” whose living
functions are dependent on electricity. Zapadoslovenska distribu¢nd, as a distribution system operator, is
required to maintain a list of vulnerable customers which are connected to its network. Zapadoslovenska
distribu¢nd must inform these vulnerable customers in writing about every planned restriction or interruption
of the energy distribution into their off-take points and can only proceed with the restriction or interruption
after the vulnerable customer has confirmed the receipt of such information. It is also obliged to enable
communication between the vulnerable customers and Zapadoslovenska distribu¢na in order to report outages.
Zépadoslovenska distribu¢na is also required to make reasonable efforts to prevent damage caused by any
restriction or interruption of electricity distribution to its customers.

The Energy Act requires Zapadoslovenska distribucna to connect energy facilities or electricity supply
equipment to the distribution network within five working days, provided that all technical conditions and
business terms and conditions for such connection are met. It must be noted that after 1 September 2012 there
were some issues with the application of the Energy Act’s new provision which explicitly defines the
obligation to conclude contract on connection with the owner of the electricity supply equipment or energy
facility.
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The Energy Act and Regulation Act also stipulate stricter independence requirements for distribution system
operators within a vertically integrated enterprise and certain other pro-customer changes. The most
important aspects include:

e an obligation to have the resources, including human, technical, material and financial, necessary for
the operation, maintenance and development of the distribution system;

e arequirement that the persons responsible for distribution system operation must not have any direct
or mediated equity share in the undertaking of any other entity which is a part of the same integrated
undertaking as the distribution system operator itself and must not receive any profit share or other
kinds of consideration;

o the rewards of persons responsible for the distribution system operation must not in any way depend
on the economic results of entities other than the distribution system operator itself;

e an obligation to appoint a compliance officer to ensure compliance with Section 32(4) to 32(8) of the
Energy Act;

e an obligation to act in a way so that the company cannot be interchanged with the energy supplier or
energy producer that are a part of the same vertically integrated undertaking;

e an obligation to submit to RONI each contract concluded between the distribution system operator
and any other entity that is a part of the same vertically integrated undertaking within 15 days after its
conclusion;

e 21 calendar days for the supplier switching process and physical meter reading within the supplier
switching process;

e an obligation to submit to RONI for approval each service level agreement (or any changes thereto)
through which a distribution system operator or supplier ensures performance of regulated activities,
if such agreement is concluded with an entity that is part of the same vertically integrated undertaking
and if such service level agreement is worth more than EUR100,000. Such agreement or any change
to it is invalid without the prior approval of RONI. However, RONI will only approve a service level
agreement if the terms and conditions of such agreement (or change thereto) comply with usual terms
and conditions in normal business relations;

e an obligation of the regulated undertaking that is a part of the vertically integrated enterprise to
procure any contract for supply of goods or services with a value EUR 100,000 via the business tender
(under Slovak Commercial Code), unless the procurement is carried out under the public procurement
rules;

o the price regulation of electricity and gas supply for household customers and certain SMEs; and

the automatic compensation mechanism for a failure to comply with the quality standards.

The Group complies with the regulatory requirements in order maintain compliance with the Third EU Energy
Package and Slovak energy legislation.

Quality Standards Requirements

The Group complies with the quality standards requirements in accordance with the applicable legislation
(i.e., RONI Decree No. 236/2016 Coll. regulating the quality standards with respect to transmission,
distribution and supply of electricity and RONI Decree No. 278/2012 Coll. regulating the quality standards
with respect to storage, transport, distribution and supply of gas, as amended).

The new regulatory regime stipulates automatic compensation payments to customers for any failure to
comply with required quality standards. The Group believes that because of its sustained improvement in
electricity distribution quality and related services, these automatic compensation payments do not pose a
material risk. In 2017, the amount of the compensation payments was EUR 240,000 for the distribution
business, while there was no compensation for the electricity supply business and for the gas supply business.
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Environment

Protecting the environment is a priority for the Group. ZSE, Zapadoslovenska distribu¢né and ZSE Energia
are certificated in accordance with ISO standards 14 001:2015 — Environmental management.

The Group is part of the EU LIFE Project — Energy in the land with the aim to protect bird territories. In 2017,
the Group installed deflectors on overhead lines as part of this project. During 2017, three external
interferences with a distribution transformer caused an oil leakage into the ground. One of them was
classified as an extraordinary threat to underground water sources and was reported and subsequently
investigated by the Slovak Environmental Inspection.

The Group incurred considerable costs (in 2017: EUR 1.102 million) for ecological operation, maintenance
and repair of equipment (including waste processing).

Health and Safety

The Group sets annual health and safety targets which are designed to create safe working environments for
the Group’s employees and strengthen a culture within the Group that emphasises safety. Regular training is
provided to employees and, in 2017, the Group invested approximately EUR 819,000 in health and safety
matters, including personal and preventive work equipment, legislative training courses and preventive health
check-ups. In 2017, there was one registered work accident in the Group and, while contractors spent 209,523
hours working at workplaces or facilities of the Group, there were no registered work accidents of contractors
employees. ZSE, Zapadoslovenska distribund and ZSE Energia are certificated in accordance with the
Occupational Health and Safety Advisory Services (OHSAS) 18 001 standards.
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TAXATION

The following is a general description of certain tax considerations related to the Notes. However, it does not
purport to be a complete analysis of all the tax considerations relating to the Notes. It does not consider every
aspect of taxation that may be relevant to a particular holder of the Notes under special circumstances or who
is subject to special treatment under the applicable law. Prospective purchasers should consult their own tax
advisers as to which countries tax laws could be relevant for acquiring, holding and disposing of the Notes
and for receiving payments of interest, principal and/or other amounts under the Notes and the consequences
of such actions under the tax laws of those countries. This summary is based on the law in effect on the date
of this Base Prospectus and is subject to any change in the law that may take effect after such date.

The Slovak Republic

This taxation summary solely addresses the principal Slovak tax consequences of the acquisition, ownership
and disposition of the Notes issued by the Issuer after the date hereof to the holder of the Notes. It does not
consider every aspect of taxation that may be relevant to a particular holder of the Notes under special
circumstances or who is subject to special treatment under the applicable law. Where English terms and
expressions are used in this summary to refer to Slovak concepts, the meaning to be attributed to such terms
and expressions shall be the meaning to be attributed to the equivalent Slovak concepts under Slovak tax law.

This summary is based on the tax laws of the Slovak Republic in force and in effect on the date of this Base
Prospectus and their prevailing interpretations available on or before this date. All of the foregoing are subject
to changes in the law which could apply retroactively and which could therefore affect the continued validity
of this summary, which will not be updated to reflect any such change. This summary assumes that each
transaction with respect to the Notes is conducted at arm’s length.

Income Tax
Slovak Individuals

Interest income on the Notes received by an individual who is considered to be a Slovak tax resident (a
“Slovak Individual™) is subject to Slovak withholding tax at the rate of 19 per cent. The tax withheld is
considered as final and thus does not need to be reflected in the individual’s tax return. If the Note is issued
with a coupon and for alower than nominal amount, only the interest income (coupon) is subject to
withholding tax. The income representing the difference between the nominal amount of the Note payable to
an individual (investor) upon its redemption and the issue price of the Note upon its issuance is not subject to
withholding tax, but the individual must include such income in his/her separate tax base as a taxable income
subject of fixed rate of 19 per cent.

The Issuer is obliged to withhold tax at source except in cases in which the Notes are held for such person by a
securities broker as a client; in such case, this securities broker is obliged to withhold the tax.

Capital gains (i.e., the difference between (i) the sale price and (ii) the acquisition price of the Notes, increased
by related fees for trading on the capital market and costs connected with the sale) of the Slovak Individual
from the sale of the Notes are subject to personal income tax and must be included in his/her personal income
tax base.

The capital gains of a Slovak Individual is subject to progressive taxation with the tax rate of 19 per cent.
applicable to income not exceeding a multiple of 176.8 times the minimum standard of living applicable as at
January 1 of the relevant year, and a tax rate of 25 per cent. applicable to an income exceeding such threshold.

Depending on the Slovak Individual’s overall tax position, he/she may be entitled to a tax exemption up to the
amount of EUR 500 from income from the sale of the Notes in one tax period. In general, any loss by a Slovak
Individual is tax non-deductible except for specific exemptions defined in the Slovak tax law.

Capital gains of a Slovak Individual from the sale of the Notes are exempt from taxation for as long as the
Notes are traded on a regulated market (such as the Main Listed Market of the Bratislava Stock Exchange) and
the holder holds the Notes for more than a year; however, the exemption does not apply if the holder holds the
Notes as part of his/her business assets.
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Interest on the Notes of a Slovak Individual with mandatory health insurance in the Slovak Republic should
not be subject to health insurance contributions. However, with regard to repeated recent changes of the
withholding tax regime and levies on interest arising from the Notes, each holder of the Note must assess
his/her own potential obligations in this field pursuant to the relevant legislation, including the applicable
transitional provisions. Health insurance contributions related to capital gains from the Notes should be
assessed separately for specific cases.

Slovak Corporations (Legal Entities)

A corporation which is considered to be a Slovak tax resident (a “Slovak Business™) is subject to corporate
income tax on interest income received on the Notes and on capital gains (i.e., the difference between the sale
price and the accounting value of the Notes) from the sale of the Notes. In general, the income derived from
the Notes would be included in the tax base of the Slovak Business and taxed at a corporate income tax rate of
21per cent.

Any loss incurred by a Slovak Business upon the sale of the Notes is generally tax non-deductible except for
certain exceptions, such as (i) losses up to the amount of the income from the Notes already included in the
tax base, or (ii) if the Slovak Business is a licensed security trader.

Slovak Non-for-profit Organizations and the National Bank of Slovakia

Any interest income from the Notes attributable to (i) a legal person tax resident in the Slovak Republic
established for purposes other than engaging in business activities or (ii) the National Bank of Slovakia (each
a “Slovak Non-Business Entity”’) will be subject to a self-assessed 19 per cent. withholding tax that is
payable by the Slovak Non-Business Entity by the end of the calendar month following the tax period when
the interest income was received.

Capital gains of the Slovak Non-Business Entity from the sale of the Notes are subject to a self-assessed 19
per cent. withholding tax that is payable by the Slovak Non-Business Entity by the end of the calendar month
following the tax period when that income was received.

Non-Slovak Tax Residents with a Slovak Permanent Establishment

If an individual or a corporation, which is not considered to be a Slovak tax resident (a “Non-Slovak Tax
Resident”) has a permanent establishment in the Slovak Republic, receives any interest income on the Notes
or has capital gains from the sale of the Notes that is attributable to its Slovak permanent establishment, such
income is subject to income tax in the Slovak Republic at the relevant tax rates applicable to individuals or
corporations. This income should be included in the tax base of the Slovak permanent establishment as a result
of its business activities performed in the Slovak Republic and taxed in its income tax return. Any loss
incurred upon the sale of the Notes is generally tax non-deductible except for certain exceptions, such as
(i) losses up to the amount of the income from the Notes already included in the tax base, or (ii) if the Slovak
permanent establishment is conducting business in the Slovak Republic as a licensed security trader.

Non-Slovak Tax Residents without a Slovak Permanent Establishment

Interest income received on the Notes by a Non-Slovak Tax Resident without a Slovak permanent
establishment to which the interest income could be attributed is not subject to Slovak taxation.

Capital gains of a Non-Slovak Tax Resident (Individual or Corporation) without a Slovak permanent
establishment to which the capital gains from the sale of the Notes to a Slovak tax resident or a Slovak
permanent establishment of another Non-Slovak Tax Resident could be attributed are subject to 21 per cent.
corporate income tax or to progressive personal income tax (19 per cent./25 per cent.) in the Slovak Republic,
unless provided differently by the applicable Double Tax Treaty. This income should be included in the tax
base of the Non-Slovak Tax Resident (Individual or Corporation) and taxed in its Slovak income tax return.
Any loss incurred upon the sale of the Notes is generally tax non-deductible. In addition, if the capital gain is
realised by the resident of the country outside the EU and EEA such capital gain is subject to tax securement
of 19per cent. or 35 per cent. (if resident in the country with which the Slovak Republic did not conclude
Double Tax Treaty or Tax Information Exchange Agreement). Tax securement is considered as final tax in
case the Slovak tax return is not filed.
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Capital gains of a Non-Slovak Tax Resident without a Slovak permanent establishment to which the capital
gains could be attributed from the sale of the Notes to another Non-Slovak Tax Resident without a Slovak
permanent establishment to which the purchased Notes could be attributed is not subject to Slovak taxation.
Notwithstanding the above, holders of the Notes should seek advice from a qualified tax advisor in their
country of residence concerning the particular tax consequences of the payments under the Notes.

Accounting Aspects

Slovak Tax Residents that are subject to Slovak Accounting Standards are required to declare interest income
on an accrual basis for accounting purposes and, accordingly, include this income in their general tax base for
Slovak income tax purposes in the given period.

Slovak Tax Residents that prepare their financial statements under Slovak Accounting Standards for
Entrepreneurs or under International Financial Reporting Standards may be required to re-valuate the Notes to
a fair value for accounting purposes on the balance sheet date, whereby the revaluation would be accounted
for as revenue or expense. Such revenue is generally taxable and the corresponding expense should be
generally tax deductible for Slovak tax purposes.

Other Applicable Taxes

No Slovak gift, inheritance or estate tax, stamp duty, registration, transfer or similar taxes are payable in
connection with the acquisition, ownership, sale or disposal of the Notes Foreign Account Tax Compliance
Act

Pursuant to certain provisions of the U.S. Internal Revenue Code of 1986, commonly known as FATCA, a
“foreign financial institution” (as defined by FATCA) may be required to withhold on certain payments it
makes (“foreign passthru payments”) to persons that fail to meet certain certification, reporting or related
requirements. The Issuer may be a foreign financial institution for these purposes. A number of jurisdictions
have entered into, or have agreed in substance to, intergovernmental agreements with the United States to
implement FATCA (“IGAs”), which modify the way in which FATCA applies in their jurisdictions. Under
the provisions of IGAs as currently in effect, a foreign financial institution in an IGA jurisdiction would
generally not be required to withhold under FATCA or an IGA from payments that it makes. Certain aspects
of the application of the FATCA provisions and IGAs to instruments such as Notes, including whether
withholding would ever be required pursuant to FATCA or an IGA with respect to payments on instruments
such as Notes, are uncertain and may be subject to change. Even if withholding would be required pursuant to
FATCA or an IGA with respect to payments on instruments such as Notes, such withholding would not apply
prior to 1 January 2019 and Notes characterised as debt (or which are not otherwise characterised as equity
and have a fixed term) for U.S. federal tax purposes that are issued on or prior to the date that is six months
after the date on which final regulations defining foreign passthru payments are filed with the U.S. Federal
Register generally would be grandfathered for purposes of FATCA withholding unless materially modified
after such date (including by reason of a substitution of the Issuer). However, if additional Notes (as described
under Condition 18 (Further Issues) that are not distinguishable from previously issued Notes are issued after
the expiration of the grandfathering period and are subject to withholding under FATCA, then withholding
agents may treat all Notes, including the Notes offered prior to the expiration of the grandfathering period, as
subject to withholding under FATCA. Holders should consult their own tax advisers regarding how these rules
may apply to their investment in Notes.

The proposed financial transactions tax (“FTT”)

On 14 February 2013, the European Commission published a proposal (the “Commission’s Proposal”) for a
Directive for a common FTT in Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria, Portugal,
Slovenia and the Slovak Republic (the “participating Member States”). However, Estonia has since stated
that it will not participate.

The Commission's Proposal has very broad scope and could, if introduced, apply to certain dealings in Notes
(including secondary market transactions) in certain circumstances. Primary market transactions referred to in
Acrticle 5(c) of Regulation (EC) No 1287/2006 are expected to be exempt.

Under the Commission's Proposal the FTT could apply in certain circumstances to persons both within and
outside of the participating Member States. Generally, it would apply to certain dealings in the Notes where at
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least one party is a financial institution, and at least one party is established in a participating Member State. A
financial institution may be, or be deemed to be, "established" in a participating Member State in a broad
range of circumstances, including (2) by transacting with a person established in a participating Member State
or (b) where the financial instrument which is subject to the dealings is issued in a participating Member State.

However, the FTT proposal remains subject to negotiation between the participating Member States. It may
therefore be altered prior to any implementation, the timing of which remains unclear. Additional EU Member
States may decide to participate.

Prospective holders of the Notes are advised to seek their own professional advice in relation to the FTT.
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SUBSCRIPTION AND SALE

Notes may be sold from time to time by the Issuer to any one or more of Citigroup Global Markets Limited
and UniCredit Bank AG (the “Dealers”). The arrangements under which Notes may from time to time be
agreed to be sold by the Issuer to, and purchased by, Dealers are set out in an amended and restated dealer
agreement dated 15 February 2018 (the “Dealer Agreement”) and made between the Issuer and the Dealers.
Any such agreement will, inter alia, make provision for the form and terms and conditions of the relevant
Notes, the price at which such Notes will be purchased by the Dealers and the commissions or other agreed
deductibles (if any) payable or allowable by the Issuer in respect of such purchase. The Dealer Agreement
makes provision for the resignation or termination of appointment of existing Dealers and for the appointment
of additional or other Dealers either generally in respect of the Programme or in relation to a particular
Tranche of Notes.

United States of America

The Notes have not been and will not be registered under the Securities Act or with any securities regulatory
authority of any state or other jurisdiction of the United States and may not be offered or sold within the
United States or to, or for the account or benefit of, U.S. persons except pursuant to an exemption from, or in a
transaction not subject to, the registration requirements of the Securities Act. Terms used in this paragraph
have the meanings given to them by Regulation S.

The Bearer Notes are subject to U.S. tax law requirements and may not be offered, sold or delivered within the
United States or its possessions or to a United States person, except in certain transactions permitted by U.S.
tax regulations. Terms used in this paragraph have the meanings given to them by the United States Internal
Revenue Code of 1986 and regulations promulgated thereunder.

Each Dealer has agreed, and each further Dealer appointed under the Programme will be required to agree,
that, except as permitted by the Dealer Agreement, it will not offer, sell or deliver Notes, (i) as part of their
distribution at any time or (ii) otherwise until 40 days after the completion of the distribution of the Notes
comprising the relevant Tranche, as certified to the Fiscal Agent or the Issuer by such Dealer (or, in the case
of a sale of a Tranche of Notes to or through more than one Dealer, by each of such Dealers as to the Notes of
such Tranche purchased by or through it, in which case the Fiscal Agent or the Issuer shall notify each such
Dealer when all such Dealers have so certified) within the United States or to, or for the account or benefit of,
U.S. persons, and such Dealer will have sent to each dealer to which it sells Notes during the distribution
compliance period (as defined in Regulation S) relating thereto a confirmation or other notice setting forth the
restrictions on offers and sales of the Notes within the United States or to, or for the account or benefit of,
U.S. persons (Reg. S Compliance Category 2).

In addition, until 40 days after the commencement of the offering of Notes comprising any Tranche, any offer
or sale of Notes within the United States by any dealer (whether or not participating in the offering) may
violate the registration requirements of the Securities Act.

Prohibition of sales to EEA Retail Investors

Unless the Final Terms or the Drawdown Prospectus in respect of any Notes specifies “Prohibition of Sales to
EEA Retail Investors” as “Not Applicable”, each Dealer has represented and agreed, and each further Dealer
appointed under the Programme will be required to represent and agree, that it has not offered, sold or
otherwise made available and will not offer, sell or otherwise make available any Notes which are the subject
of the offering contemplated by the Base Prospectus as completed by the Final Terms (or are the subject of the
offering contemplated by a Drawdown Prospectus, as the case may be) in relation thereto to any retail investor
in the European Economic Area. For the purposes of this provision:

(@) the expression “retail investor” means a person who is one (or more) of the following:

0] a retail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as amended,
“MIiFID 11”); or

(i) a customer within the meaning of Directive 2002/92/EC (as amended, the “Insurance
Mediation Directive”), where that customer would not qualify as a professional client as
defined in point (10) of Article 4(1) of MiFID II; or
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(iti)  not a qualified investor as defined in Directive 2003/71/EC (as amended, the “Prospectus
Directive”); and

(b) the expression an “offer” includes the communication in any form and by any means of sufficient
information on the terms of the offer and the Notes to be offered so as to enable an investor to decide
to purchase or subscribe the Notes.

If the Final Terms or the Drawdown Prospectus in respect of any Notes specifies “Prohibition of Sales to EEA
Retail Investors” as “Not Applicable”, in relation to each Member State of the EEA which has implemented
the Prospectus Directive (each, a “Relevant Member State”), each Dealer has represented, warranted and
agreed, and each further Dealer appointed under the Programme will be required to represent, warrant and
agree, that with effect from and including the date on which the Prospectus Directive is implemented in that
Relevant Member State (the “Relevant Implementation Date”) it has not made and will not make an offer of
Notes which are the subject of the offering contemplated by this Base Prospectus as completed by the Final
Terms or the Drawdown Prospectus in relation thereto (or are the subject of the offering contemplated by a
Drawdown Prospectus, as the case may be) to the public in that Relevant Member State except that it may,
with effect from and including the Relevant Implementation Date, make an offer of such Notes to the public in
that Relevant Member State:

@) Qualified investors: at any time to any legal entity which is a qualified investor as defined in the
Prospectus Directive;

(b) Fewer than 150 offerees: at any time to fewer than 150, natural or legal persons (other than qualified
investors as defined in the Prospectus Directive) subject to obtaining the prior consent of the relevant
Dealer or Dealers nominated by the Issuer for any such offer; or

(c) Other exempt offers: at any time in any other circumstances falling within Article 3(2) of the
Prospectus Directive.

provided that no such offer of Notes referred to in (a) to (c) above shall require the Issuer or any Dealer to
publish a prospectus pursuant to Article 3 of the Prospectus Directive or supplement a prospectus pursuant to
Acrticle 16 of the Prospectus Directive.

For the purposes of this provision, the expression an “offer of Notes to the public” in relation to any Notes in
any Relevant Member State means the communication in any form and by any means of sufficient information
on the terms of the offer and the Notes to be offered so as to enable an investor to decide to purchase or
subscribe the Notes, as the same may be varied in that Member State by any measure implementing the
Prospectus Directive in that Member State and the expression “Prospectus Directive” means Directive
2003/71/EC (as amended, including by Directive 2010/73/EU), and includes any relevant implementing
measure in the Relevant Member State.

The United Kingdom

Each Dealer has represented, warranted and agreed, and each further Dealer appointed under the Programme
will be required to represent, warrant and agree, that:

@) No deposit-taking: in relation to any Notes having a maturity of less than one year:

0] it is a person whose ordinary activities involve it in acquiring, holding, managing or disposing
of investments (as principal or agent) for the purposes of its business; and:

(i) it has not offered or sold and will not offer or sell any Notes other than to persons:

(A) whose ordinary activities involve them in acquiring, holding, managing or disposing
of investments (as principal or agent) for the purposes of their businesses; or

(B) who it is reasonable to expect will acquire, hold, manage or dispose of investments
(as principal or agent) for the purposes of their businesses,

where the issue of the Notes would otherwise constitute a contravention of Section 19 of the Financial
Services and Markets Act 2000 (the “FSMA”) by the Issuer;
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(b) Financial promotion: it has only communicated or caused to be communicated and will only
communicate or cause to be communicated any invitation or inducement to engage in investment
activity (within the meaning of section 21 of the FSMA\) received by it in connection with the issue or
sale of any Notes in circumstances in which section 21(1) of the FSMA does not apply to the Issuer;
and

(© General compliance: it has complied and will comply with all applicable provisions of the FSMA
with respect to anything done by it in relation to any Notes in, from or otherwise involving the United
Kingdom.

The Slovak Republic

No public offering of the Notes has been made or will be made within the meaning of the Slovak Act No.
566/2001 Coll. on Securities and Investment Services, as amended (the “Slovak Securities Act”) and no
application for an approval of a prospectus for any of the Notes has been filed with the National Bank of
Slovakia. Under the Slovak Securities Act, “public offering” means any communication to a wider group of
persons containing information on the securities to be offered and the terms of their acquisition, which is
sufficient for an investor to make a decision to purchase or subscribe to such securities.

None of the Notes have been or will be, based on an application by the Issuer, admitted to trading on any
regulated market in the Slovak Republic. The Notes are intended to be issued as bonds issued abroad within
the meaning of the Slovak Act No. 530/1990 Coll. on bonds, as amended.

Each Dealer has represented, warranted and undertaken, and each further Dealer appointed under the
Programme will be required to represent, warrant and undertake, that it has taken and will take no action
which would result in an approval of the National Bank of Slovakia (or any organiser of a regulated market in
the Slovak Republic) being required in respect of the Notes in accordance with the Slovak Bonds Act or the
Slovak Securities Act and it has complied and will comply with all other applicable provisions (if any) of the
Slovak Bonds Act, the Slovak Securities Act and other laws of the Slovak Republic (as they may be further
amended or superseded from time to time) with respect to anything done by it in relation to the Notes in, from
or otherwise involving the Slovak Republic.

General

Each Dealer has represented, warranted and agreed, and each further Dealer appointed under the Programme
will be required to represent, warrant and agree, that it has complied and will comply with all applicable laws
and regulations in each country or jurisdiction in or from which it purchases, offers, sells or delivers Notes or
possesses, distributes or publishes this Base Prospectus or any Final Terms or Drawdown Prospectus or any
related offering material, in all cases at its own expense. Other persons into whose hands this Base Prospectus
or any Final Terms or Drawdown Prospectus comes are required by the Issuer and the Dealers to comply with
all applicable laws and regulations in each country or jurisdiction in or from which they purchase, offer, sell or
deliver Notes or possess, distribute or publish this Base Prospectus or any Final Terms or Drawdown
Prospectus or any related offering material, in all cases at their own expense.

The Dealer Agreement provides that the Dealers shall not be bound by any of the restrictions relating to any
specific jurisdiction (set out above) to the extent that such restrictions shall, as a result of change(s) or
change(s) in official interpretation, after the date hereof, of applicable laws and regulations, no longer be
applicable but without prejudice to the obligations of the Dealers described in the paragraph headed “General”
above.
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GENERAL INFORMATION

Authorisation

1.

The establishment of the Programme was authorised by resolution of the Extraordinary General
Meeting of the Issuer passed on 27 September 2013 and the update of the Programme was authorised
by resolution of the Extraordinary General Meeting of the Issuer passed on 18 December 2017. The
Issuer has obtained or will obtain from time to time all necessary consents, approvals and
authorisations in connection with the issue and performance of the Notes.

Legal and Arbitration Proceedings

2.

Save as disclosed in “Description of the Issuer — Legal Proceedings”, there are no governmental, legal
or arbitration proceedings, (including any such proceedings which are pending or threatened, of which
the Issuer is aware), which may have, or have had during the 12 months prior to the date of this Base
Prospectus, a significant effect on the financial position or profitability of the Issuer and its
Subsidiaries.

Significant/Material Change

3. Since 31 December 2017, there has been no material adverse change in the prospects of the Issuer or
the Issuer and its Subsidiaries nor any significant change in the financial or trading position of the
Issuer or the Issuer and its Subsidiaries.

Auditors

4, The consolidated financial statements of the Group for the years ended 31 December 2017 and 31

December 2016 have been audited by PricewaterhouseCoopers Slovensko, s.r.o., with its registered
office at Karadzi¢ova 2/A, 815 32 Bratislava.

PricewaterhouseCoopers Slovensko, s.r.o. is registered in the register of auditors held by the Audit
Oversight Authority.

Documents on Display

5.

Physical copies of the following documents may be inspected during normal business hours at the
offices of the Fiscal Agent for as long as any Notes are listed on the Official List of the Irish Stock
Exchange and admitted to trading on the Main Securities Market of the Irish Stock Exchange:

@) the constitutive documents of the Issuer;

(b) the audited consolidated financial statements of the Issuer for the years ended 31 December
2017 and 31 December 2016;

(c) the Agency Agreement;
(d) the Deed of Covenant;

(e) the Programme Manual (which contains the forms of the Notes in global and definitive form);
and

) the Issuer-ICSDs Agreement.

Clearing of the Notes

6.

The Notes have been accepted for clearance through Euroclear and Clearstream, Luxembourg. The
appropriate common code and the International Securities Identification Number in relation to the
Notes of each Tranche will be specified in the relevant Final Terms or the relevant Drawdown
Prospectus. The relevant Final Terms or the relevant Drawdown Prospectus shall specify any other
clearing system as shall have accepted the relevant Notes for clearance together with any further
appropriate information. The address of Euroclear is 1 Boulevard du Roi Albert 1l, B-1210 Brussels,
Belgium, the address of Clearstream, Luxembourg is 42 Avenue John F. Kennedy L-1855
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Luxembourg, Luxembourg and the address of SIS is Baslerstrasse 100, CH-4600 Olten. The address
of any alternative clearing system will be specified in the relevant Final Terms or the relevant
Drawdown Prospectus.

Language

7.

The language of this Base Prospectus is English. Certain legislative references and technical terms
have been cited in their original language in order that the correct technical meaning may be ascribed
to them under applicable law.

Listing Agent

8.

Arthur Cox Listing Services Limited is acting solely in its capacity as Irish listing agent for the Issuer
in connection with the Notes and is not itself seeking admission of the Notes to the official list or to
trading on the Main Securities Market of the Irish Stock Exchange for the purposes of the Prospectus
Directive.
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