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GENERAL MANAGER’S
STATEMENT

With its mission and operation,
Borzen helps shape an energy-effi-
cient and socially responsible futu-
re. The nature of our core activities
is oriented towards sustainability.
We manage the Slovenian Support
Scheme for environmentally friendly
ways of electricity generation, and
thus encourage the use of natural re-
sources, which leads to positive con-
sequences for the environment. As a
Market Operator, we contribute to a
stable, transparent and well-functio-
ning electricity market.

The setting and achieving of Borzen’s
objectives are closely intertwined
with the European and Slovenian le-
gislative situation and trends in the
energy markets as well as in the eco-
nomy itself. With the strengthening of
economic growth, the positive trend
of economic conditions continued in
2017.

ELECTRICITY MARKET

The composition of the Balance
Scheme remained at a similar level
to the previous year. It consisted of
76 members (half of these were fo-
reign and the other half were Slove-
nian companies), while the number
of recorded closed contracts and
operational forecasts increased by
approximately 5 percent. In total, we
recorded 87.6 TWh of electricity, whi-
ch represents a more than 5 percent
increase compared to 2016. In 2017,
we recorded the new highest volume
of recorded closed contracts, which
amounted to 59147 GWh and exce-
eded the previous record value from
2016 by 7.9 percent. In 2017, Slovenia
was a net importer of electricity, with
net imports amounting to 2,612,827
MWh, which represented 17.9 per-
cent of the total Slovenian electricity
consumption.

The Electricity Balancing Market,
under which the imbalances in the

electricity system are settled, recor-
ded a significant increase in the
number and volume of transactions
in 2017. The year was also marked
by the amended and updated Rules
on the operation of the electricity
balancing market. In total, 4,713 tran-
sactions were concluded in the total
amount of 228.9 GWh.

GREEN ENERGY

The Support Scheme for the produ-
ction of electricity from renewable
energy sources and high-efficiency
cogeneration remained in a similar
framework as in the year before. In
2017, 3,864 production units genera-
ted a total of 944.9 GWh of electri-
city and the total amount of support
payments equalled EUR 143.5 mil-
lion. The power plants, included in
the Support Scheme, had a total
nominal capacity of 412 MW, which
represented a good tenth of the in-
stalled capacity in the Republic of
Slovenia. From the comparison of the
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payments and the produced electri-
city in the Support Scheme, it follows
that the total electricity production in
2017 was 6 percent lower than last
year, while the amount of support
payments was 2 percent lower. In
terms of the quantity, the production
of the units in the Support Scheme
accounted for a little over 7 percent
of the Slovenian annual consumption.

Under its own brand TRAJNO-
STNA ENERGIJA  (“SUSTAINABLE
ENERGY”), Borzen has been success-
fully providing information and raising
awareness on the use of renewable
energy sources and energy efficien-
cy for the last few years. In this way,
we aim to empower individuals to
make good energy decisions. In 2017,
we successfully completed a variety
of projects. We are particularly proud
of our cooperation with the Sloveni-
an artist Klemen Slakonja, with whom
we made a music video dedicated to
the Earth, entitled “How beautiful you
are”, our new series of informative
programmes Eko utrinki (“Eco Glimp-

ses”) and animated cartoon series
LepSi svet (“A Better World”), our co-
operation with younger generations
through the competitions and the or-
ganisation of the conference “Susta-
inable Energy Locally”.

SUSTAINABILITY

As a Slovenian Market Operator,
Borzen is a vital link in the electrici-
ty supply chain to the final customer.
Transparency, integrity and honesty
are the basis of the electricity market
and form the foundation on which
our company operates. They reflect
in the positive relationships that we
nurture with our key public. We are
pleased that our efforts have been
recognised in a number of areas. In
2017, we received the following ar-
ray of awards and recognitions: the
award for the best promotional RES
and EE project awarded by the Slo-
venian daily newspaper Finance and
the award for the best annual report
in the category of medium and smal-
l-sized businesses. We were also

granted the recognition for the su-
ccessful upgrade of the Corporate
Social Responsibility Certificate and
for the successful maintenance of the
Family-Friendly Enterprise Certificate.
| believe that together with our colle-
agues we are successfully following
the strategically planned sustainable
path, along which we strive to include
all our stakeholders and make a posi-
tive contribution to the energy market
and beyond. Committed to creating a
sustainable future, we embrace new
challenges with optimism.

Sincerely yours,
Karol Peter Persolja, PhD
General Manager of Borzen



REPORT OF THE
SUPERVISORY BOARD

In 2017, Borzen carried out a variety
of projects and activities that aimed
to support the development of the
Slovenian energy market, thus con-
tinuing to fulfil its mission as the
electricity market operator.

COMPOSITION OF THE SUPERVI-
SORY BOARD

In 2017, the Supervisory Board com-
posed of Mr. Gorazd Azman, MSc
(Chairman), Mr. Janez Cerne (Deputy
Chairman) and Ms. Alenka Kolar, PhD
(Member).

COOPERATION WITH THE COM-
PANY'S MANAGEMENT

Throughout the year, the constructi-
ve cooperation between the Mana-
gement and the Supervisory Board
enabled the supervisors to monitor
the operations and attainment of the
company's set objectives. According
to the estimation of the Supervisory
Board, the cooperation with the Ma-
nagement was successful.

OPERATION OF THE SUPERVISO-
RY BOARD

The Supervisory Board of Borzen has
accepted its role of the supervisory
authority with considerable responsi-
bility and with awareness of Borzen’s
role as the Market Operator on the
Slovenian electricity market. There-
fore, the Supervisory Board expects
from the company’s Management
and its employees to also act in a
diligent, responsible and transparent
manner.

In 2017, the Supervisory Board regu-
larly monitored and supervised the
work of the company’s management.
In 2017, the Supervisory Board held
seven regular sessions and one cor-
respondence session. The sessions
were also attended by the members
of the company’s management, with
whom the Chairman of the Supervi-
sory Board successfully cooperated
within his respective competences
between the regular sessions. Re-
garding the size of the company and
the composition and structure of the
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Supervisory Board, the latter asses-
sed that no committee was necessa-
ry to be appointed for its functioning.

The Supervisory Board addressed
the issues in accordance with the
applicable legislation, i.e. the Act of
the establishment of Borzen and the
Rules of procedure of the Supervi-
sory Board, and got acquainted with
the quarterly reports prepared by
the Management. It also monitored
the operation of BSP Energy Exchan-
ge where Borzen has a 50-percent
stake. The Supervisory Board ado-
pted Borzen’s Business Plan for the
2018-2020 period. During 2017, the
Supervisory Board also monitored
the company’s operations in terms of
compliance with the provisions of the
Corporate Governance Code and
the recommendations of the Sloveni-
an Sovereign Holding.

Gorazd Azman, MSc
Chairman of Borzen's Supervisory
Board
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RELEVANT DATA ON THE
COMPANY’S OPERATIONS

Borzen closed the 2017 financial year As at 31 December 2017, the balance As at 31 December 2017, the compa-
with a net profit of EUR 170 million. Inthis ~ sheet total equalled EUR 122.43 mil- ny’s equity capital equalled EUR 5.13
period, the company generated EUR lion and, compared to the previous million.

458 million in total revenues and total  year, increased due to the higher sur-

expenses amounted to EUR 2.66 million.  plus funds of the Centre for Support.

Business

INDICATORS 2014 2015 2016 Plan 2017 2017
FROM THE BALANCE SHEET as at 31 December

Assets in EUR 35,429,681 44,949,382 76,335,698 88,225,830 122,433,365
Equity in EUR 5,291,811 4,738,582 4,435,041 4,389,544 5,130,887
FROM THE INCOME STATEMENT

Operating revenues in EUR 3,499,818 3,914,975 4,348,563 4,368,200 4,532,107
Operating expenses in EUR 2,402,439 3375905 2,661,138 2,655,100 2,651,078
Net profit for year in EUR 835,576 281,517 1,424,774 1,379,511 1,699,773
EBIT — operating profit in EUR 1,097,379 539,070 1,687,425 1,713,100 1,881,029

EBITDA — operating profit + depreciation in EUR 1,435,781 1,671,988 2,054,681 2,079,200 2,231,117

PERFORMANCE INDICATORS

Return on equity (ROE) 15.9 % 5.6 % 311 % 31.4% 35.5%
Return on assets (ROA) 2.7 % 0.7 % 2.3 % 1.8 % 1.7%
EBITDA margin 41.1 % 42.7 % 47.3 % 47.6 % 50.8 %
Operating efficiency 145.7 % 116.0 % 163.4 % 1645 % 171.0 %
NUMBER OF EMPLOYEES as at 31 December 29 30 31 30 30

After the end of the financial year (as at 31 December 2017), there were no particular business events that had
materially affected the overall operating results of the Company in 2017.
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OVERVIEW OF
SIGNIFICANT EVENTS

The national public
service television RTV
Slovenia broadcasts

a series of animated
cartoons entitled Lepsi
svet (“A Better World”),
created by Borzen for
educational purposes
and promotion of sus-
tainable energy.

FEBRUARY

—O

The new Rules on the
Operation of Centre
for RES/CHP Support
come into force.

Public consultation on
the amendments to
the Rules on the oper-
ation of the electricity
market.

Borzen obtains the Credit-
worthiness Certificate 2016
rating A.

Public consultation on the
subject of the new Rules on
the operation of the electric-
ity market.

Completion of the compe-
tition “Lepsi svet” ("A Better
World”), with the participa-
tion of more than 450 chil-
dren from various Slovenian
kindergartens and primary
schools who submitted their
drawings to the competition.

Annual Report 2017
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Borzen’s employees participate
in a corporate voluntary cam-
paign at the Red Cross Youth
Health and Summer Resort in
Debeli rti¢, by tidying up the
resort’s surroundings and play-
grounds.

Borzen conducts a customer
satisfaction survey regarding
the satisfaction with the Centre
for Support services (the results
show that 94 percent of the
respondents are satisfied or
completely satisfied with the
Centre for Support services).

O

MAY
_O )
APRIL AUGUST
Borzen receives an awarded A slightly larger update
given by the Slovenian finan- of the Centre for
cial newspaper Finance at the Support web portal,
Energy Days Conference for which has accumulated
the best promotional RES and almost 1,200 registered
EE project 2017 (for the inform- users, is carried out.
ative series Eko utrinki — “Eco
Glimpses”) as voted by online
mpses) as voted by onl JUNE

users.

On 17 June 2017, the Rules on
the changes to the Rules on
the operation of the electricity
market come into force.
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Director of Operations at
Borzen, Mr. Borut Rajer, is
elected as the new member
of the Europex Board.

Borzen sends out a DVD with
environmental cartoons LepSi
svet (A Better World”) togeth-
er with a booklet containing
learning material to all Sloveni-
an kindergartens, elementary
schools and libraries.

OCTOBER

13

Public consultation: Changes to the Rules on the operation of the

electricity market.

Borzen is granted the recognition for the successful implementation
and maintenance of the Family-Friendly Enterprise Certificate.

Borzen is awarded the Corporate Social Responsibility Certificate as
one of the first companies in Slovenia and one of the first companies

in the power industry.

A successful completion of the third competition for students for the
best research project in the field of energy efficiency refurbishments

of buildings.

DECEMBER

_O

In the “Best of the Best” pro-
gramme, organised by AmCham
Slovenia, Borzen takes third place
in the category “Motivation” (with
the informative series Eko utrinki
— “Eco Glimpses” and environ-
mental animated cartoon series
Lepsi svet — “A Better World”).

A successful organisation of the
conference “Sustainable Energy
Locally 017: Successful financing
of energy efficiency measures”.

_O

Borzen organises a conference on
transparency and integrity in the
energy market O17.

Borzen receives the award for the
best annual report award in the
category of medium and small-
sized businesses (among compa-
nies that are not public-interest
entities according to the Slovenian
Companies Act) given by the Slo-
venian daily newspaper Finance.

In collaboration with the Slovenian art-
ist Klemen Slakonja, Borzen launches
a music video “How beautiful you are”
on social networks to raise aware-
ness on the efficient energy use.

Borzen and RTV Slovenia present
new informative series Eko utrinki
(“Eco Glimpses”). The series con-
sist of six new episodes on energy
efficiency which join the existing
series of fifteen episodes.

Borzen starts publishing the Price
Index for the Slovenian Balancing
Market on its website.
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2018

The Slovenian Ministry of Infra-
structure designates Borzen to
implement an action programme
for more efficient use of ener-
gy in households to tackle the
issue of energy poverty.

¢

JANUARY

Borzen offers the Balance
Scheme members to receive a
day-ahead forecast of the electric-
ity production and consumption
on the territory of the Republic of
Slovenia.

I

Borzen selects five projects in

a call for the reimbursement of
costs for the implementation of
educational projects in the field of
RES and EE for young people.
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1. COMPANY’S
OPERATION IN 2017

11 COMPANY PRESENTATION

ABOUT THE COMPANY

Borzen, d.o.o. was founded on 28
March 2001, in accordance with the
provisions of the Energy Act for the
implementation of the public service
obligation relating to the organi-
sation of the electricity market as a
subsidiary of the public company Ele-
ktro-Slovenija, d.o.o. In mid-2007, the
Government of the Republic of Slo-
venia, on the proposal of the Ministry
of Economy and as the founder and
sole shareholder of Elektro-Slovenija
reached the conclusion that the total
Elektro-Slovenija’s share in Borzen
was to be transferred for considera-
tion to the Republic of Slovenia. The
full transfer of the ownership was car-
ried out in December 2007.

The principal activity of Borzen,
whose sole shareholder is the Re-
public of Slovenia, is the implemen-
tation of the public service obliga-
tion relating to the organisation of
the electricity market. On the basis
of the public authority and in accord-
ance with the fourth paragraph of
Article 97 of the Energy Act (EA-),
Borzen is obliged to issues the fol-
lowing regulatory acts:

Rules on the operation of the
electricity market (for which, pri-
or to their publication in the Of-
ficial Gazette of the Republic of
Slovenia, Borzen must obtain the
consent of the Energy Agency);

Rules on the operation of the
electricity  balancing  market
(which are issued after prior co-
ordination with the system oper-
ator and for which, prior to their
publication in the Official Ga-
zette of the Republic of Slovenia,
Borzen must obtain the consent
of the Energy Agency);

Rules on the operation of the
Centre for RES/CHP Support (for
which, prior to their publication
in the Official Gazette of the Re-
public of Slovenia, Borzen must
obtain the consent of the Slove-
nian Government).

With the above rules, Borzen pro-
vides coordinated operation of the
electricity market and determines
details regarding national RES and
CHP support scheme. As Market
Operator, Borzen provides and en-
ables a coherent operation of the
Slovenian electricity system, i.e. man-
agement of the Balance Scheme,
recording of closed contracts, elab-
oration of indicative operational
schedules, imbalance settlement
and financial settlement of transac-
tions. In addition, Borzen also un-
dertakes the tasks related to the
establishment and functioning of the
balancing market, where the system
operator purchases or sells the en-
ergy for the balancing of imbalanc-
es. Borzen’'s Centre for RES/CHP
Support is the support scheme op-
erator for the generation of energy

Annual Report 2017

www.borzen.si

from renewable energy sources and
high-efficiency cogeneration of heat
and power. The company also pro-
vides the functioning and managing
of the Slovenian Registry of the Guar-
antees of Origin, which is an essen-
tial tool for ensuring the traceability
of the origin or source of the elec-
tricity produced in Slovenia. Under
its TRAINOSTNA ENERGIJA (“SUS-
TAINABLE ENERGY”) brand, Borzen
provides information, training and
raises awareness on the use of re-
newable energy sources and ener-
gy efficiency. In this way, the compa-
ny fulfils its tasks in accordance with
Article 351 of the Energy Act (EA-1)
and supports environmental policies
through public awareness.

In addition to the implementation of
tasks of a public service of the organ-
ised electricity market, Borzen also
executes clearing and information
services for BSP Energy Exchange
and RRM - REMIT reporting services.
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»

MARKET OPERATOR
Balance Scheme management (entry in the market) Centre for Support
Recording of closed contracts and operational forecasts, RES/CHP Support Scheme

drawing up of the indicative operating schedules
e conclusion of contracts and support payments
e management of scheme assets
e management of scheme energy

Imbalance settlement Registry of guarantees of origin
Balancing market Providing information on RES and energy efficiency
REMIT — RRM reporting Web portal Trajnostna energija (“Sustainable Energy”)

Clearing and financial settlement

ENSURING A REGULATED AND TRANSPARENT ELECTRICITY MARKET

Figure 1: Activities of the Market Operator
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1.2 COMPANY’S BUSINESS STRATEGY AND PLANS

COMPANY’S MISSION AND VISION

VISION

Borzen — a juncture of expertise, competency and responsibility towards the development and implementation
of services in energy markets and promotion of the use of sustainable energy.

MISSION

e By way of providing high-quality services, professionalism and neutrality, Borzen
ensures a competitive, effective, transparent and system-defined electricity market in
Slovenia and its further integration into the European internal market.

e Borzen promotes energy efficiency together with the generation and use of energy
from renewable sources.

e Borzen participates in the formation of the Slovenian and European energy policies.

e Borzenis a socially responsible company with a focus on sustainable development.

e Borzen provides an environment for professional development of a highly-motivated
workforce, leveraged in the co-creation of a dynamic company.

OPERATIONAL EXCELLENCE GROWTH AND DEVELOPMENT

Enhancing operational efficiency and performance:t °
e Improving business performance and operational efficiency;
° Increasing the quality of business processes and functions;

o Risk management.

Increasing the quality of services and customer satisfaction:
e Information support to the implementation and availability °

of services.

Implementing new activities within
the public service in the field of
energy markets.

Developing market activities in syn-
ergy with the services operated by
Borzen within the public service.
Enhancing Borzen's recognition
and reputation.

Figure 3: 'Strategy House'
COMPANY'’S VALUES

EXPERTISE

We possess, use, upgrade and
share our expertise.

We are self-critical; we believe
in our own abilities and are not

afraid of admitting our mistakes.

RESPONSIBILITY

We are responsible towards the
market.

We are responsible towards our
fellow human beings.

We are responsible towards
Borzen.

We are responsible towards
ourselves.

We take full responsibility for
our actions.

TRUST

«  We trustin the market.

- Wetrustin ourselves.

«  We trustin our employees.

-« Wetrustin Borzen.

- We embrace trust as a privilege.
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CREATIVITY AND INNOVATION

«  We achieve our goals creatively.

«  We are aiming to improve our
existing goals — progress.

- We encourage innovation —
develo pment.

+  We seek new challenges.

COMPANY'S KEY STRATEGIC GUIDELINES

- Achieving a satisfactory profitability.
«  Ensuring efficient operation through operational excellence.
. Consolidating existing activities and undertaking tasks that are in synergy with our services.
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IMPACT OF ECONOMIC AND LEGISLATIVE CONDITIONS ON THE OPERATION AND IMPLEMENTATION OF
THE DEVELOPMENT STRATEGY IN 2017

With the strengthening of economic
growth, the positive trend of econo-
mic conditions continued in 2017. In
2016 , the electricity consumption in
Slovenia was one and a half percent
higher than in 2015. There is still no
definitive data for the year 2017, but
monthly data indicate a renewed in-
crease.

Last year, the trend of increasing in-
vestments into renewable energy re-
sources in Slovenia focused on the
achievement of certain moderated
minimum percentages of Directive
2009/28/EC. In December 2016, the
Slovenian Energy Agency launched
a first public call for new entrants into
the Support Scheme, which was fol-
lowed by a second call in September
2017. According to Eurostat, the sha-
re of energy from renewable sources
in gross final consumption of energy
equalled 21.3 percent in 2016, which

is slightly less than in 2015 (21.9 per-
cent). The data for 2017 is not yet av-
ailable. The ultimate objective of the
Republic of Slovenia is to achieve
the overall 25 percent of renewable
generation by 2020.

Further integration of the European
power market as one of the most im-
portant tasks of the European Union
also marked the previous year. Slo-
venia was also actively focused on
the integration of the European in-
ternal market, since now both, Italian
and Austrian electricity markets are
coupled at the day-ahead level and
in the certain intra-day segments at
the lItalian border. Slovenia is one of
the few countries which has been
successfully integrating the segment
of intra-day trading and balancing
market due to the constructive co-
operation between the market ope-
rator, energy exchange and system

operator. In 2017, preparations to
connect the last remaining borders
with a physical interconnection
between Slovenia and Croatia were
under way.

At the end of 2017, Borzen submitted
the Rules on the changes to the Ru-
les on the operation of the electricity
to public consultation. The Rules aim
to shorten the imbalance settlement
procedure and make other adju-
stments for a more efficient operati-
on of the electricity market.

The settingand achieving of Borzen’s
objectives is thus closely intertwined
with the European and Slovenian le-
gislative situation and energy market
trends, which are also reflected in
the company’s business operations
of last year.

! According to the data of the Statistical Office of the Republic of Slovenia - Electricity (GWh), Slovenia, annually, final consumption — TOTAL.
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ACHIEVED STRATEGIC AND ANNUAL PLANS IN 2017
In 2017, Borzen successfully followed its strategic plans and objectives.

ACHIEVEMENT OF THE OBJECTIVES IN 2017

Cooperation in the Slovenian Participation in various working groups in the field of the development of the
and international development energy market, among the most important ones are the cooperation within
projects in the energy market Europex, Energy Market Data Exchange Section (IPET Section), Slovenian As-

sociation for Energy Economics (SAEE) and Blockchain Think Tank Slovenia.

Smart devices, models and Within the project, an innovative pilot demonstration infrastructure will be
platforms in the active network established, including innovative products that need to be tested in the real
(project PAKT) environment before entering the market in order to ensure their full functio-

nality. The project is a research project in the context of the development of
the activities of the market operator. The project will not generate revenue,
but it will involve cooperation in the development consortium which was
successful in the call for applications carried out by the Slovenian Public
Agency for Entrepreneurship, Internationalisation, Foreign Investments and
Technology (SIRIT Slovenia). The project was launched on 1 July 2017 and it
will last for three years. The role of Borzen is the establishment and mana-
gement of an aggregation trading platform.

Development of the Centre for In order to follow the digitalisation trends and greater user-friendliness, we

Support services launched a web portal for the Centre for Support users in May 2016. The
portal enables easy and quick invoicing procedure, submission of applica-
tions, reviewing production data, changing contact details and accessing
news related to the support scheme. Less than a year after the launch, the
portal has more than a thousand registered users, which represents more
than 40 percent of all support beneficiaries. On a monthly basis, more than
1,300 invoices are issued through the portal.

Attention and kindness to- Analysis of stakeholder satisfaction and a variety of other related activities,
wards stakeholders mainly in the field of communicating with stakeholders; greater involvement
of stakeholders and more targeted communication of the new content.

Sustainable development Quality and reliable implementation of the principal activities of the Market
Operator and the Centre for Support; implementation of the activities of the
TRAIJNOSTNA ENERGIJA (“SUSTAINABLE ENERGY”) brand and web portal;
implementation of an action programme for efficient energy use in househol-
ds and eradicating energy poverty; maintenance of the Corporate Social Re-
sponsibility Certificate; preparation of the Sustainability Report in accordance
with the GRI guidelines; corporate volunteerism.

Optimisation of business pro- Optimisation of certain business processes and the provision of IT support
cesses and quality of operations to different business processes.
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COMPANY’S PERFORMACE INDICATORS

Integrated quality of operations is
achieved through knowledge and
professionalism of the employees and
in pursuit of the company’s mission,
vision and values. At a time of gre-
at economic changes, the company

operates with an increased level of
responsibility and is making informed
decisions in order to maintain the exi-
sting trust in its operations to the grea-
testextent possible. The key indicators
for comparing the performance of the
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company are monitored by applying
a balanced system of indicators as a
system of strategic management.

Selected strategic performance indica-
tors are presented in the table below.

Business plan

2015 2016 2017 2017
Revenue (in EUR) 3,923,744 4,364,661 4,373,200 4,581,099
EBIT - operating profit (in EUR) 539,070 1,687,425 1,713,100 1,881,029
EBIT margin 13.8 % 38.8% 392 % 415 %
EBITDA margin 42.7 % 47.3 % 47.6 % 50.8 %
Return on assets (ROA) 0.7 % 23% 2.7 % 1.7 %
Return on equity (ROE) 5.6 % 311 % 21.0% 355 %
Operating efficiency 116.0 % 163.4 % 1645 % 171.0 %
Revenue per employee (in EUR) 131,804 137,135 145,607 147,196
Added value per employee (in EUR) 102,635 109,902 116,940 119,314
Time needed for the preparation of the monthly 14 14 17 14
imbalance settlement (in working days)
Time needed for the preparation and sending an 10 9.5 10 8.5
agreement on the provision of support and Eco
decision (in working days)
Customer satisfaction 90 % 83 % above 80 % 94 %

Table 1: Strategic performance indicators

Preparation of the monthly imbalance settlement shows the number of working days needed for the preparation

of the imbalance settlement.

Preparation and sending an agreement on the provision of support shows the number of working days needed to
prepare an agreement on the provision of support and Eco decision.

Customer satisfaction is monitored through periodic satisfaction surveys, by separately conducting a satisfaction
survey on the operation of the Market Operator (carried out in 2016) and a satisfaction survey on the operation of the
Centre for Support (carried out in 2017) every two years.

Other performance indicators are presented in the continuation.
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OTHER PERFORMANCE INDICATORS
Operating fixed assets rate
Long-term assets rate

Net profit before tax (in EUR)
Operating efficiency

Labour costs share in added value

Material and service cost management (in EUR)

Equity financing rate

Long-term financing rate

Equity to operating fixed assets ratio
Immediate solvency ratio

Quick ratio

Current ratio

2015 2016
4.2 % 2.1 %
5.1 % 25%
492,324 1,691,190
116.0 % 163.4 %
44.6 % 40.6 %
866,316 863,281
10.5 % 5.0 %
10.7 % 5.1 %
2.506 2.4272
0.417 0.565
1.034 0.877
1.059 1.030

Annual Report 2017
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Business
plan 2017 2017
6.0% 1.5 %
7.2 % 1.8 %
1,703,100 1,917,723
1645 % 171.0 %
40.4 % 40.7 %
860,000 832,278
17.7 % 42 %
17.9 % 4.3 %
2.951 2.796
0.144 0.542
1.025 0.768
1.025 1.024

Table 2: Performance indicators

ANTICIPATED CIRCUMSTANCES AND COMPANY’S KEY OBJECTIVES IN 2018

In 2018, Borzen will be affected by
the developments on the Slovenian
as well as on the international energy
market, arising from legislative
frameworks and the  general
economic situation. It is assumed
that, on the one hand, they will be
similar to those in 2017, and, on the
other hand, in accordance with the
implementing regulations deriving
from the Energy Act (EZ-1), certain
changes in the operation of the
Support Scheme are anticipated.

The following listsummarises some of
the key objectives that the company
will pursue in 2018 and are part of

the continuous implementation of the
company’s long-term strategy:

achieving a target ROA,
achieving a target ROE,
achieving a target EBITDA
margin,

development and optimisation
of the services of the Market
Operator and Centre for
Support,

successful implementation

of providing information and
raising public awareness on RES
and EE in the framework of the
TRAIJNOSTNA ENERGIJA brand,
development and optimisation

of the RRM - REMIT reporting
services,

participation in the development
Slovenian and international
energy market projects,
being attentive and kind to
stakeholders,

sustainable development,
optimisation of business
processes and quality of
operations.
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1.3 MANAGEMENT OF THE COMPANY

CORPORATE-GOVERNANCE STATEMENT

The Management and the company’s Supervisory Board give a corporate-governance statement in accordance with
Article 70 of the Companies Act and Point 3.4.1 of the Corporate Governance Code for Companies with State Capital
Investments, which contains the content as required by Article 70 of the Companies Act for Public Limited Companies.

1. Reference to the Corporate Governance Code
Borzen follows, mutatis mutandis, the recommended standards of the Corporate Governance Code for Companies
with State Capital Investments (hereinafter referred to as the Code), adopted by the management board of the Slove-
nian Sovereign Holding (SSH) on 17 May 2017. The Code is publicly accessible on the Issuer’s website.

2. Borzen derogates from the following provisions:
Individual derogations from the Code are disclosed in the continuation of this statement.

According to the size of the company and its management modes (including the size of the Supervisory Board), certa-
in provisions of the Code are not applicable to the operation of Borzen and thus cannot be complied with.

This involves the following provisions of the Code:

Number in the Code

3.2

4.2
4.2.3

4.3

9.24,9.25,926,927,
9.2.8,9.2.9,9210in 9.3

Requires Borzen's
undertaking
NO

NO
NO

NO

NO

Borzen complies
with the provision
NO

NO
NO

NO

NO

The provision does not apply to a small lim-
ited liability company.

Borzen has only one shareholder.

The provision applies only to public limited
companies.

The provision does not apply to Borzen,
since, in accordance with the provision of
Article 511 of the EA-1, the rights and duties
which belong to the Republic of Slovenia
on the basis of equity investments in these
companies are exercised by the Govern-
ment and, consequently, cannot be imple-
mented.

Since Borzen is a small company, it is not re-
quired to set up an internal audit activity
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Borzen partially complies with the following recommendations:

Requires Borzen’s Borzen complies

Number in the Code undertaking with the provision

615 YES PARTIALLY The Government of the Republic of Slovenia
has concluded that instead of the Supervisory
Board, it is allowed to decide for itself in regards
to certain types of transactions, which is also ev-
ident from the company’s Act of establishment.

8.3 YES PARTIALLY  Borzen discloses only the gross receipts of the

general manager and members of the supervi-
sory board in accordance with the legal require-
ments. Borzen does not disclose the net re-
ceipts (i.e. the result of personal circumstances).

Borzen does not comply with the following recommendations:

Requires Borzen’s Borzen complies
Number in the Code undertaking with the provision

6.4 YES NO  Since the Supervisory Board is not involved in
the selection of candidates, which is conduct-
ed by the Government of the Republic of Slo-
venia, the preparation of competence profiles
is neither reasonable nor necessary.

6.87 YES NO Since the Supervisory Board is not involved in
the selection of candidates, which is conduct-
ed by the Government, the compliance with
the Provisions 6.8.3, 6.8.4 and 6.8.5 is neither
reasonable nor necessary.

6.91 YES NO Regarding the amount of attendance fees
and remunerations for the functions, the Gov-
ernment of the Republic of Slovenia did not
comply with the provisions of SSH.

In 2018, Borzen will continue to take into account the same provisions of the Code that were taken into account in
2017.

With the enforcements of the Energy Act (EA-1), the Government of the Republic of Slovenia started to exercise its
rights as Borzen's sole shareholder.

3. Corporate governance system

Borzen has a two-tier governance structure. The managing bodies of the company are the Management, the Super-
visory Board and the Shareholder.
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MANAGEMENT OF THE COMPANY

The management of the company is
a one-member body, i.e. the General
Manager who is appointed by the Su-
pervisory Board for a five-year period.
General Manager Karol Peter Persolja
has been managing and representing
the company since 1 January 2010. In

2014, Mr Persolja was reappointed as
General Manager for a new five-year
term, beginning on 1 January 2015.

Mr Persolja has also been appointed as
the Vice-Chairman of the Supervisory Bo-
ard of BSP Energy Exchange (since 2014).

Annual Report 2017
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The General Manager is entitled to a
basic payment (salary) and an accep-
table performance-based remune-
ration (performance-related bonus).
The remunerations are defined in the
company’s Financial Report.

MANAGEMENT STRUCTURE OF THE COMPANY IN THE BUSINESS YEAR 2017

Karol Peter Persolja, PhD, General Manager of the company

Year of birth: 1963 / Gender: male / Nationality: Slovenian

Education: Bachelor of Economics, Master of Science, Doctor of Science of Law / Professional profile: Energy

First appointment to the function: 1 January 2010

Conclusion of the mandate: 31 December 2020 (expected)

Memberships in other supervisory or management bodies that are not related to Borzen: chairman of the supervi-
sory board of SODO d.o.o0., chairman of the supervisory board of GEN energija d.o.o.

SUPERVISORY BOARD OF THE COMPANY

In line with the company’s Articles of
Association, the Supervisory Board
consists of three members who are
appointed by the Shareholder for a pe-
riod of five years.

At the company's Annual General Me-
eting, the Government of the Republic
of Slovenia appointed a Supervisory
Board, which took office on 17 April
2014 and after the constitutive meeting,
dated 6 May 2014 operated in the fol-
lowing composition:

«  Chairman of the Supervisory Bo-
ard: Mr Gorazd Azman,

«  Vice-Chairman of the Supervisory
Board: Mr Dejan Paravan, PhD,

- Member of the Supervisory Board:
Mr Janez Cerne.

On 29 July 2015, the Government of
the Republic of Slovenia recalled Dejan

Paravan as the member of the Supervi-
sory Board (effective on 30 July 2015)
and appointed Nejc Brezovar as the
new member of the Supervisory Board
from 31 July 2015 to 17 April 2019. The
Supervisory Board operated in the fol-
lowing composition:

Chairman of the Supervisory Bo-
ard: Mr Gorazd Azman,
Vice-Chairman of the Supervisory
Board: Mr Janez Cerne,
Member of the Supervisory Board:
Mr Nejc Brezovar, PhD.

On 16 June 2016, the Government of
the Republic of Slovenia recalled Nejc
Brezovar as the member of the Super-
visory Board and appointed Alenka
Kolar as the new member of the Su-
pervisory Board from 17 June 2016 to 17
April 2019. Thus, the Supervisory Board
currently consists of:

- Chairman of the Supervisory Bo-
ard: Mr Gorazd AZman MSc,

- Vice-Chairman of the Supervisory
Board: Mr Janez Cerne,

- Member of the Supervisory Board:
Ms Alenka Kolar, PhD.

In accordance with the company's Ar-
ticles of Association, the competences
ofthe Supervisory Board are as follows:

«  Appointing and dismissing the Ge-
neral Manager,

«  Reviewing the composition of the
annual report and the proposal for
the use of distributable profit, pre-
paring a written report for the fo-
under or the sole shareholder on
the results of the verification of the
annual report and confirming or
stating the observations regarding
the annual report;

- Proposing the adoption of resolu-
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tions within its field of competence
or giving its opinions on proposals
for the adoption of resolutions of
the general meeting, made by the
General Manager,

Adopting the annual establishment
plan and approving the company’s
annual report;

Issuing a reasoned opinion on the
company’s strategic plan;
Concluding employment contra-

cts with the General Manager and
confirming the content of other
contracts, concluded with the Ge-
neral Manager or the Procuration
Holder;

Giving consent to the General
Manager for the appointment of
a member of the legal entity's su-
pervisory or administrative body, in
which the company holds a contro-
lling stake or a dominant influence;
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Giving consent to the General Ma-
nager for disposing of the shares
or shares in a legal person, in whi-
ch the company holds a controlling
stake or a dominant influence;
Giving requirements to the Gene-
ral Manager to provide any infor-
mation necessary for exercising
supervision in the company or its
subsidiaries.

COMPOSITION OF THE COMPANY’S SUPERVISORY BOARD IN THE BUSINESS YEAR 2017

Gorazd Azman, MSc, Chairman of the Supervisory Board

Year of birth: 1975 / Gender: male / Nationality: Slovenian

Education: Bachelor of Electrical Engineering, Master of Science / Professional profile: Energy, finance
Beginning of the mandate: 17 April 2014 (representative of capital)

Conclusion of the mandate: 17 April 2019 (expected)

Attendance at the Supervisory Board meetings: 7/8

Independence under Article 23 of the Code: YES

Existence of a conflict of interest in the business year: NO

Memberships in other supervisory or management bodies that are not related to Borzen: General manager at
Mentem, poslovno svetovanje, d.o.o.

Janez Cerne, Vice-Chairman of the Supervisory Board

Year of birth: 1967 / Gender: male / Nationality: Slovenian

Education: Bachelor of Electrical Engineering / Automation / Professional profile: Energy, finance
Beginning of the mandate: 17 April 2014 (representative of capital)

Conclusion of the mandate: 17 April 2019 (expected)

Attendance at the Supervisory Board meetings: 7/8

Independence under Article 23 of the Code: YES

Existence of a conflict of interest in the business year: NO

Memberships in other supervisory or management bodies that are not related to Borzen: general manager at

ENERGOVAT inzeniring d.o.o., general manager at KOENERGO A soproizvodnja toplote in elektricne energije d.o.o.
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Alenka Kolar, PhD, Member of the Supervisory Board

Year of birth: 1972 / Gender: female / Nationality: Slovenian
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Education: Bachelor of Mechanical Engineering, MSc of Organisational Theory, PhD in Informatics / Professional
profile: Computer and/or information technologies

Beginning of the mandate: 17 June 2016 (representative of capital)

Conclusion of the mandate: 17 April 2019 (expected)

Attendance at the Supervisory Board meetings: 8/8

Independence under Article 23 of the Code: YES

Existence of a conflict of interest in the business year: NO

Memberships in other supervisory or management bodies that are not related to Borzen: chairman of the supervi-
sory board of Informatika d.d., member of the institute council of the Ljubljana University Medical Centre

In accordance with the Companies
Act, Articles of Association and Rules
of Procedure of the Supervisory Bo-
ard, the Supervisory Board meets at
least once every three months. In the
business year 2017, the Supervisory
Board held seven regular sessions
and one correspondence meeting.
The Supervisory Board did not set

SHAREHOLDER

The Republic of Slovenia is the sole
Shareholder of Borzen. Since the en-
forcement of the Energy Act (EA-1) in
March 2014, the rights of the Sharehol-
der are exercised by the Government
of the Republic of Slovenia. The Sha-
reholder decides independently on
all matters within its competences. In
accordance with the company’s Act of
Establishment, the Shareholder deci-
des on the following matters:

- Appointment of an auditor;

- Adoption of the annual report;

- Adoption of the company’s strate-
gic plan;

- Use of distributable profit and
cover of accumulated losses;

up any special commission for the
purpose of its operation.

In 2017, the members of the Supervi-
sory Board were entitled to benefits
for their function in accordance with
the valid decision of the Shareholder.
The benefits are specified in the Fi-
nancial Report.

Granting discharge to the General
Manager,

Appointment and dismissal of the
Supervisory Board members;
Granting discharge to the Supervi-
sory Board members;

Taking measures to increase and
reduce the share capital;

Taking on responsibility for the
dismemberment and dissolution
of business shares;

Giving consent to the General
Manager to hire loans exceeding
EUR 1 million;

Representing the company in
court proceedings against the
Supervisory Board members;
Dissolution and reorganisation of
the company;

Other matters provided for by law

In 2017, the members of the Super-
visory Board carried out a self-as-
sessment of their work and adopted
the action plan.

The members of the Supervisory Bo-
ard were acquainted with the criteri-
on of independence and signed an
independence declaration.

and not transferred to the Supervi-
sory Board.

The Shareholder usually holds one ge-
neral meeting once a year. In the finan-
cial year 2017, two general meetings
were held, namely the first one in Au-
gust 2017, at which the Shareholder got
acquainted with the company’s annu-
al report for the financial year 2016,
decided on the payment of the accu-
mulated profit in the amount of EUR
1,424,76163, granted a discharge to the
General Manager and the Supervisory
Board members for their work in 2016
and adopted the Decision on determi-
ning the attendance fees, remunerati-
ons and reimbursement of costs to the
Supervisory Board members.
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The second general meeting took pla-
ce on 16 November 2017, at which the
Shareholder adopted the Decision on
granting consent to the General Ma-
nager to conclude the loan contract
as a guarantor to BSP d.o.o. up to the
principal amount of EUR 1,750,000 with
possible ancillary obligations and the
delivery of the blank bill of exchange to
the bank as collateral for liabilities.

4. Declaration of Conformity with the
Provisions of the Corporate Gover-
nance Code for Companies with
State Capital Investments

The Management and the Supervisory
Board of Borzen hereby declare that

50 %

ending on 31 December 2017 and the
notes to the financial statements, whi-
ch are prepared under the assumption
of the company’s continued operation
and in accordance with the applicable
legislation and the Slovenian Accoun-
ting Standards.

The Management confirms that the
appropriate accounting policies were
consistently applied in the preparati-
on of the financial statements, that the
accounting estimates were prepared
on the basis of precautionary principle
and good governance and that the fi-
nancial statements represent a true
and fair view of the company’s assets

50 %

Eles ® Borzen

Figure 4: Equity participation in BSP Energy Exchange

the Company respects the provisions
of the Corporate Governance Code
for Companies with State Capital Inve-
stment in its business operation, except
for the provisions that are set out in
Chapter 2 of this Statement.

In accordance with Article 60a of the
Companies Act, the Management and
the Supervisory Board hereby ensure
that the Annual Report was compiled
and will be published in accordance
with the Companies Act and the Slove-
nian Accounting Standards.

The Management accepts and app-
roves the financial statements of the
company Borzen, d.o.o. for the year

and the results of the company’s busi-
ness operation in 2017.

5. System of internal controls and risk
management of the company

The company conducts a system of in-
ternal controls and risk management in
accordance with the integrated risk ma-
nagement system, which is described
in more detail in a later chapter of this
annual report.

6. System of corporate integrity in the
company

Borzen adheres to the recommenda-
tions of the good corporate practice
of SSH and the Slovenian Directors’
Association. In 2017, the company’s
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Supervisory Board carried out a self-as-
sessment of its work. On the basis on
the said procedure, the Supervisory Bo-
ard carried out the evaluation procedu-
re of work effectiveness and adopted a
special report with the action plan.

7. Associated companies

Borzen has an ownership stake in BSP
Energy Exchange where it participates
also as its co-founder.

BSP Energy Exchange is managed
by Borzen and ELES, each holding a
50-percent stake in the company.

BSP Energy Exchange provides day-a-
head and intra-day trading on the Slo-
venian energy exchange market. At the
same time, the company actively takes
part in the processes of the formation of
the single European electricity market
in the field of trading on the electricity
exchange. In the field of day-ahead tra-
ding on the electricity market, the com-
pany is connected through a mechani-
sm of coupling with the neighbouring
[talian and Austrian markets into a sin-
gle European electricity market. In the
field of intra-day trading, the company
has been participating as an associate
member on the project of creating a
single European intra-day market sin-
ce August 2015. The services of the
exchange include the trading proces-
ses as well as clearing and financial
settlement of transactions.

BSP Energy Exchange ended the finan-
cial year 2017 with a net profit of EUR
601,000. The positive result was mainly
due to a seven-percent increase in the
amount of concluded transactions on
the exchange and the additional reve-
nues arising from the implementation of
custom auctions for long-term physical
electricity products.
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1.4 RISK MANAGEMENT

CIRCUMSTANCES THAT
AFFECTED THE RISKS AND THEIR
MANAGEMENT

For a successful business operation, it
is of great importance to identify risks
in most efficient manner and to pro-
vide a successful risk management.
Borzen is a company providing public
service, which consequently means
that we are related to our regulatory
environment that seriously affects all
the categories of identified risks.

INTEGRATED RISK MANAGEMENT

Based on the Rules on the integrated
risk management, the company re-
ports on the exposure to key risks and
measures for their control, significant
changes in the exposure to individual
risks and other relevant information
regarding risk management.

In accordance with the aforementio-
ned Rules, the risks are assessed ba-
sed on the parameters listed below.
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Determining the consequences/
damages (of the impact)

The consequences of the risks are
considered the possible outcomes of
the event. The consequences can be
positive or negative and are valued
according to the achievement of the
intended objectives.

Value Scale of impact Measure; revenue, expenses, payments, sensitivity...

The financial impact is greater than 50 percent of the company’s revenue/expenditure; the

4 SEVERE

company’s core mission and activities are at risk; the threat of judicial proceedings; the loss of

confidence; the cessation of activities and competences, etc.

The financial impact is between 25 and 50 percent of the company’s revenue/expendi-

3 SIGNIFICANT

ture; the need for adjustments and changes; the change of organisation; great influence

on stakeholders’ satisfaction; long-term loss of reputation, etc.

The financial impact is between 10 and 25 percent of the company’s revenue/expenditure; the

2 MODERATE

need to reorganise activities, moderate influence on stakeholders' satisfaction, short-term loss

of reputation, etc.

The financial impact is lower than 10 percent of the company’s revenue/expenditure; low
influence on stakeholders’ satisfaction, etc.

1 MINOR

The criteria for assessing the consequences of risks arise from two parts, namely:

1. SIGNIFICANCE OF THE IMPACT ON THE OPERATION (MATERIALITY PRINCIPLE) - QUANTITATIVE:

- Significance of costs in the profit (participation in % of costs or expenses);

- Significance of revenue (percentage of service, etc. in all revenues),
- Significance of assets (size of investment, value of the assets in the balance sheet);
- Significance in terms of the number of employees involved in the processes (also related to costs).

2. THE SENSITIVITY OF THE AREA - QUALITATIVE:

- Significant changes (e.g. new investments, organisational changes);
- Importance in terms of stakeholders’ satisfaction;

- Impact on service quality;

- Personnel and their knowledge;
- Integrity of IT support;

- Protection of personal data;

- Control areag,;

- Reputation of the company.
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Determining the probability (how likely and how often is an event to occur):
The criteria for assessing the likelihood of a negative event or loss of opportunity are as follows:

Value Rating Criterion
4 VERY LIKELY Probability above 75 percent
3 LIKELY Probability between 50 and 75 percent
2 POSSIBLE Probability between 25 and 50 percent
1 UNLIKELY Probability less than 25 percent, small possibility of realisation

Risk level (severity of the risk)
The level of risk is calculated by multiplying the assessment of the likelihood of risk occurrence and the assessment of
the consequences or possible damage.

RISK = IMPACT X PROBABILITY

The significance of the risk is demonstrated by the risk matrix below.

PROBABILITY
Almost certainly 4 Very possible 3 Possible 2 Unlikely 1
- Severe 4 16 12 8 4
E’ Significant 3 12 9 6 3
£ Moderate 2 8 6 4 2
Minor/Minimal 1 4 3 2 1

Table 3: Risk matrix

The comprehensive risk management by determining the significance of a
system is thus supported by a risk re-  particular risk and the necessary me-
gister that identifies all the key risks  asures for their control.
that can affect the achievement of the
company's planned business objecti- Based ontherisk assessments andthe
ves and represents the company’s cost-benefit balancing, the company
strategic risk management. sets its priorities and selects the most
appropriate way of managing risks. In
The identification of risks is carried this way, we want to ensure that the
out during the preparation of the com-  risk stays at the desired exposure le-
pany's business plan, the revision of vel after the implementation of mea-
the company's strategic plan and du-  sures. In this regard, we have decided
ring any Mayor business decision, pro-  upon the strategies of risk aversion,
ject or any significant change in the risk reduction, risk transfer to a third
market or of relevant legislation. The  party or risk acceptance.
identified risks are analysed in detall,
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KEY IDENTIFIED RISKS
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According to the activity and size of the company, the number of employees, the conduct on the market and the
legislative framework that limits and binds the company's operations, we classified the risks into four systematic

groups, namely:

. Strategic/business risks,
- Operational risks,
- Financial/market risks,

- Legislative risks — risk of non-compliance with the regulations.

In the continuation, we present the key identified risks in the framework of the systematic risk groups described
above and the risks to which we will be exposed in the next period.

STRATEGIC/BUSINESS RISKS

Strategic or business risks are rela-
ted to the successful implementa-
tion of the company's strategy and
set strategic objectives, with the
ability to ensure the short-term and
long-term creation of operating re-
venues, as well as maintaining the
value of the company's assets and
reputation. These risks are related to
changes in legal and statutory obli-
gations and environmental impacts,
which are consequently connected
to the organisation of the company,
its activities and restrictions on the
company's operations.

One of the strategic risks is the inve-
stment risk related to the investment
in the energy exchange BSP, in whi-
ch Borzen holds a 50-percent stake.
This is primarily related to the ma-
nagement of the investment, which
represents an issue addressed by
both stakeholders and their mutual
coordination regarding the manage-
ment and further development of the
company.

Other business risks include the risk
of investments and procurement
procedures which the company ma-

nages through constant improve-
ment of the quality of preparation,
implementation, activation and mo-
nitoring.

In the course of monitoring the stra-
tegic/business risks in 2017, no signi-
ficant deviations were detected.

OPERATIONAL RISKS

Operational risks are related to the
damage caused by inadequately
implemented internal processes,
improper employee behaviour, infor-
mation technology failures and poor
quality services provided by exter-
nal providers. The recognition and
management of operation risks are
crucial for the successful operation
of the company since efficient in-
ternal processes, professionally qu-
alified, experienced and motivated
employees ensure the prevention of
operational risks and the correct and
efficient adjustment in the operation
in all economic conditions.

Among the information system risks,
there are significant risks of poten-
tial interruptions in the operation of
the application and system softwa-
re, hardware, communication and

network connections, and special
attention is paid to the risks associ-
ated with information security. The
risks are primarily reduced throu-
gh redundant independent optical
connections between two locations,
synchronous replications, central
control system and data backup.

The human resources risks are of
particular importance for the com-
pany, due to the implementation
of different activities of the market
operator and the specificity of the
assigned tasks. The additional tasks
acquired by Borzen every year and
changes in the market require that
the employees constantly upgrade
their existing knowledge and obtain
new knowledge, flexibility and quali-
ty team work. The biggest risk for the
company is the potential loss of key
employees, thus special attention is
given to social dialogue, additional
professional training, motivation and
provision of stimulating working con-
ditions and environment.

Other operational risks are limited by
clearly defined procedures, unambi-
guously defined roles, responsibi-
lities and powers of the employees
and adopted rules by the company.
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In the course of monitoring the ope-
rational risks in 2017, no significant
deviations were detected.

FINANCIAL/MARKET RISKS

The financial risk management impli-
es the attainment of stable operati-
ons, management of financial expen-
ses within the planned framework
and long-term solvency.

The risk of default or non-payment
of financial obligation means that
there is a risk that the counterparty
will not fulfil its financial liabilities
in accordance with the contractual
terms. The management of these
risks is important for ensuring better
liquidity and consistency of financial
flows between inflows and outflows.
The risk of default is largely present
in the implementation of the financial
settlement of the imbalance settle-
ment. Therefore, Borzen already in-
cluded this type of risk to the Rules
on the operation of the organised
electricity market. Future Balance
Scheme members are verified upon
their application for membership by
a careful review of their credit rating
and by monitoring their operations.
Before entering the Balance Sche-
me, members are required to submit
an adequate financial guarantee in
the form of a cash deposit or a first
call bank guarantee. The process of
managing the risks of default inclu-
desthe calculation of the relevant va-
riation margins in case of deviations.
The increase in the variation margin
arises on the basis of projected de-
viations (on a daily basis) or at every
issuing of the imbalance settlement
invoices if these are higher than the
already submitted margins. In the
event that the participants in the fi-
nancial settlement fail to fulfil their

financial obligations, Borzen can use
their financial guarantees and, in the
extreme case, exclude a member
from the Balance Scheme.

The liquidity risk defines the ability to
provide sufficient funds for a prompt
settlement of due liabilities. Borzen
ensures the highest possible finan-
cial liquidity by always having suf-
ficient liquid assets for settling due
liabilities within the deadline and se-
parately managing the assets under
management. On a daily basis, the
company plans its short-term solven-
cy by regularly monitoring cash flows
and careful planning of inflows and
outflows on a monthly/weekly basis.
The company has also established
a system for managing and opti-
mising short-term cash surpluses,
taking into account the investment
diversification. At the same time, the
company is also responsible for co-
ordinating the maturity of claims and
liabilities and their consistent enfor-
cement.

In addition to the above mentioned
risks, the company also monitors the
foreign currency and interest rate
risks, which were fairly modest and
did not require any special mana-
gement. In the framework of foreign
operations, both recalculation and
imbalance settlement for different
business segments are carried out
in euros. The interest rate risk is re-
lated to an unexpected increase in
financing costs or a reduction in fi-
nancial revenues arising from the
placement of cash surpluses due to
the change in the interest rate on the
market. During the reporting period,
the company did not have any loans.
Onthe other hand, some banks have
already introduced negative interest
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rates and demurrage charges for
cash deposits above a certain limit on
the accounts, which requires an ad-
ditional optimisation in the placement
of the company's surplus funds.

In the course of monitoring the finan-
cial/market risks in 2017, no signifi-
cant deviations were detected.

LEGISLATIVE RISKS (COMPLIAN-
CE WITH THE REGULATIONS)

A legislative risk is a risk related to
the amendments and inconsistenci-
es in the regulations on which the
company has no influence. Borzen's
exposure to the regulatory risks is
high, since the company's core bu-
siness of a public utility service is a
regulated activity. In this regard, it is
necessary to emphasise that the so-
urce of financing a public utility ser-
vice is also regulated.

The risks related to the damage ca-
used by violation or non-compliance
with legislation and statutory regula-
tions are primarily managed by regu-
lar monitoring and active participati-
on in the preparation of regulations
and by up-to-date adjustment of
operations. Regulatory risks are also
managed by as precise as possi-
ble and unambiguous regulations.
A considerable level of attention is
paid to the risk related to a potenti-
al loss of public utility service due to
the implementation of the Network
Codes on Electricity Balancing (NC
EB). However, a reduction of the risk
is also expected in this area as a rela-
tively favourable text of the network
code has been adopted.

In the course of monitoring legislati-
ve risks in 2017, no significant devia-
tions were detected.
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RISK SITUATION

Strategic/

business risk Investment risk
Regulatory Change in the activity of the public service utility MO
risk

Regulatory risk

Possibility of loss of the public utility service tasks due to the
enforcement of EN CB

Loss of a major funding source of the company

Impact assessment on privacy (GDPR)
Operational

ek Risks related to the capture and storage of digital documen-

tary material

Risk related to judicial proceedings

Risk of a member failing to fulfil the obligations related to the re-
ported transactions in the VR application exceeding the guarantee

Unforeseen absence of employees on duty on a weekend or
public holiday in MO

Failure of one of the key system or business applications

Failure of one of the key system or business applications

HR risk
Delay in the implementation of the imbalance settlement

= Risk related to the delayed transmission of data or the
transmission of incorrect data

Risk related to negative media publications

Failure to fulfil obligation related to clearing services

Error in the assessment of the necessary scheme resources
Outage of network connections or system power supply
Financial Foreign currency risk
risk Risk of default or non-payment of financial obligation
Interest rate risk

Liquidity risk

Figure 5: Risk situation as at 31 December 2017
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m  Acceptable risk level

Acceptable risk level
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2. ACTIVITIES OF THE
POWER MARKET OPERATOR
IN SLOVENIA

21 RECORDING OF CLOSED CONTRACTS,
OPERATIONAL FORECASTS AND PREPARATION
OF INDICATIVE OPERATING SCHEDULES OF THE
TRANSMISSION AND DISTRIBUTION NETWORK

The Energy Act imposes on the
Market Operator the obligation of
recording contracts of the Balance
Scheme membership, operational fo-
recasts and closed contracts. All con-
tractually agreed obligations accor-
ding to which electricity is purchased
or sold in the Republic of Slovenia or
is transferred outside the control area
are recorded. Closed contracts and
operational forecasts are recorded
on a daily basis, seven days a week.
Every day, the market operator draws
up an indicative operating schedule
of the transmission and distribution
network that is submitted to the Slo-

venian Transmission System Ope-
rator, ELES. In the case of changes
in the reported quantities of closed
contracts and operational forecasts
that can be reported in accordance
with the Rules on the operation of the
organised electricity market due to
“intra-day” trading the corrected final
schedule is also prepared.

RECORDING OF CLOSED CON-
TRACTS AND OPERATIONAL
FORECASTS

A total of 114,531 closed contracts and
operational forecasts were recorded

in 2017, in total quantity of 87,584,962
MWh. Compared to the previous
year, the number of recorded closed
contracts and operational forecasts
in the same period was 4.8 percent
higher, while total quantity of electri-
city was 5.3 percent higher.
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- » With our services,
we ensure and
enable a consistent
operation of the
Slovenian electricity
system.

Closed contracts Operational forecasts Number of closed contracts and
Month [in MWh] [in MWh] operational forecasts
January 5,289,121 2,538,782 9,154
February 4,829,391 2,245,113 9,101
March 5,280,179 2,436,926 9,465
April 4,780,908 2,142,710 9,455
May 5219,133 2,316,629 9,813
June 4,781,325 2,240,179 9,759
July 4,624,527 2,387,163 9,656
August 4,883,641 2,352,735 9,926
September 4,694,505 2,419,496 9,690
October 4,646,448 2,374,607 9,750
November 4,754,748 2,430,816 9,090
December 5,360,719 2,555,161 9,672
Total 59,144,645 28,440,317 114,531

Table 4: Monthly volumes of electricity sold or purchased through closed contracts and operational forecasts and the number of recorded closed contracts
and operational forecasts on the organised market in Slovenia in 2017
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In 2017, we also recorded the new highest value of recorded closed contracts, which exceeded the previous record value
of 2016 by 7.8 percent and amounted to 59,144 GWh.

60,000,000 79.000
58,000,000 78,000
77,000
56,000,000
76,000
54,000,000 75,000
52,000,000 74,000
73,000
50,000,000
72,000
48,000,000 71,000
2014 2015 2016 2017
m  Annual volume of recorded Annual number of recorded closed contracts

closed contracts [in MWh]

Figure 6: Monthly volumes of electricity sold or purchased through closed contracts and operational forecasts and the number of recorded closed con-

tracts on the organised market in Slovenia in the 2014-2017 period
The table below shows the data on the growth trend over the last four years.

Annual volume of Increase in the volume of Annual number of Increase in the number of

recorded closed closed contracts com- recorded closed closed contracts compared
Year contracts [in MWh]  pared to the previous year contracts to the previous year
2014 53,870,328 2.43% 77,675 8.28 %
2015 52,143,848 -3.20% 76,273 -1.80 %
2016 54,834,360 5.16 % 73,887 -3.13%
2017 59,144,645 7.90 % 77,763 5.20 %

Table 5: Annual volumes of electricity sold or purchased through closed contracts and operational forecasts and the number of recorded closed contracts

and operational forecasts on the organised market in Slovenia in the 2014-2017 period

From 2014 to 2017, the reported volumes of electricity from closed contracts and operational forecasts increased by
9.8 percent, while the number of recorded closed contracts and operational forecasts in the Slovenian market rema-
ined at a similar level.
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TRANSMISSION OF ELECTRICITY ON THE BORDERS OF THE SLOVENIAN CONTROL AREA

In 2017, the net electricity exchange at
the borders of the Slovenian control
area totalled a little less than 367 GWh,
which means that there was a 2.5-per-
cent surplus of electricity compared to

the total electricity consumption. Since
slightly less than 2,980 GWh of electri-
city from the Croatian share of the
Krsko Nuclear Power Plant (KNPP) be-
longed to the Croatian network, Slove-

nia was a net importer of electricity in
2017. The net imports amounted to al-
most 2,613 GWh, which represents 17.9
percent of the total electricity consu-
mption in Slovenia.

Export Export from Import Importincl. Net position Net position excl.
Month [in MWh] KNPP [in MWh] [in MWh] KNPP [in MWh] [in MWh] KNPP [in MWh]
January 686,937 943,643 1,030,984 1,031,113 -87,470 -344,047
February 643,536 877,248 904,775 917,862 -40,614 -261,239
March 751,609 1,009,721 953,468 953,638 56,183 -201,859
April 624,718 876,468 881,761 897,458 -20,990 -257,043
May 739,365 995,823 918,057 918,164 77,659 -178,692
June 525,611 769,267 828,263 828,813 -59,546 -302,652
July 621,590 872,283 763,235 763,662 108,621 -141,645
August 670,003 917,209 792,260 792,478 124,731 -122,257
September 718,483 965,158 779,684 780,092 185,066 -61,201
October 588,836 846,850 855,574 855,639 -8,789 -266,738
November 628,412 878,196 889,431 889,657 -11,461 -261,019
December 759,645 1,017,742 974,080 974,299 43,443 -214,435
Total 7,958,745 10,969,608 10,571,572 10,602,775 366,833 -2,612,827

Table 6: Total import and export of electricity on the borders of the Slovenian control area in 2017
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The export of electricity excluding
the electricity generated from the
Croatian part of the KNPP was 7.1 per-
cent lower than in 2016, amounting
to 7,958 GWh, while the total imports
increased by 2.8 percent in the same
period and amounted to 10,602 GWh.

The export on the Austrian border in
2017 was 52.8 percent lower than in
2016, amounting to 668 GWh, while
the import was higher by 17.3 percent
and amounted to 5,882 GWh.

Compared to 2016, the export on the
Croatian border was 22.8 percent
higher, taking into account the ge-
neration of the Croatian part of the
KNPP and amounted to 7,448 GWh.
The import decreased by 23.4 per-
cent and equalled 3,612 GWh. The
total generation in the KNPP incre-
ased by 9.9 percent compared to
2016 and amounted to 5,961 GWh.
The higher production is mainly re-
sult of the overhaul of the KNPP, whi-
ch occurred in 2016.
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Compared to 2016, the exports on
the ltalian border were lower by 25
percent, while the imports amoun-
ted to 1,107 GWh, increasing by more
than 90 percent compared to the
previous year.

The table below shows the data on
the number of recorded closed con-
tracts concerning electricity import and
export in 2017 by individual borders.

Border AUSTRIA ITALY CROATIA
Month Export Import Export Import Export Import Export
KNPP
January 28,420 595,725 208,303 143,733 706,920 291,655 256,706
February 68,655 507,469 295514 59,636 513,079 350,757 233,712
March 112,083 514,967 397,906 28,404 499,732 410,167 258,112
April 51,240 517,326 163,234 113,925 661,994 266,207 251,750
May 38,721 602,419 129,323 140,975 827,779 174,770 256,458
June 27,323 482,767 183,042 75,359 558,902 270,693 243,656
July 21,828 400,587 134,815 180,189 715,640 182,886 250,693
August 12,821 408,183 147,670 180,213 756,718 204,082 247,206
September 84,783 441,640 253,067 31,935 627,308 306,517 246,675
October 22,331 471,383 229,511 86,740 595,008 297,516 258,014
November 35,820 490,485 279,492 63,529 562,884 335,643 249,784
December 164,682 449,097 430,616 3,324 422,444 521,884 258,097
Total 668,707 5,882,036 2,852,493 1,107,962 7,448,408 3,612,777 3,010,863

Table 7: Recorded closed contracts by border for export and import of electricity in 2017 [in MWh]
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2.2 IMBALANCE SETTLEMENT

The report covers the accounting period for the year 2017 and it contains concluded imbalance settlements from
January to December. The results are summarised in the text and figures below.
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Figure 7: Average daily values of derived imbalance prices C_+ in C_- and the SIPX Index in 2017

A slightly higher average daily value
of prices for positive and negative im-
balances was recorded in the months
of January, February, August and No-
vember. In the remaining months, the
price values for positive and negati-
ve imbalances were relatively stable
compared to the previous years. The
price movement for positive and ne-
gative imbalances C+ and C- and the
SIPX Index are shown in the figure
above. The higher average prices in

the aforementioned months follow
the cost points in the balancing of the
electricity system, since the (basic)
price for the imbalances is calculated
as the ratio between the cost and the
amount (of the balancing).

The average value of the derived (cor-
rected) price for positive imbalances C+
totalled EUR 64.62 per MWh and EUR
34.62 per MWh for negative imbalances
C-. The highest price value for C+ amou-

SEP oCT NOV DEC

nted to EUR 1,444.62 per MWh and EUR
193.03 per MWh for C-. The lowest price
value for C+ and C- equalled EUR -3.82
per MWh and EUR -189.87 per MWh,
respectively. The highest price C+ oc-
curred on 13 January in the 3rd hour
block and the highest price C- occurred
on 24 August in the 8th hour block. The
lowest price C+ was recorded on 31 De-
cember in the 4th hour block and the
lowest price C-was recorded on 14 May
in the 12th hour block.

2016 [EUR/MWHh] 2017 [EUR/MWh]
C+ C- SIPX C+ C- SIPX
Average value 44,64 22.60 35.62 64.62 3462 49,52
Highest value 215129 97,65 104,96 144462 193,03 199,00
Lowest value 778 -668.52 0.00 -3.82 -189.87 -42.93

Table 8: The average, highest and lowest values of C+ and C- and the SIPX Index in 2016 and 2017
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According to the Rules on the operation
of the organised electricity market, the
SIPX Index is applied to calculate the
basic prices for imbalances C+ and C-
and, consequently, for the calculations
of the derived prices for imbalances C+
and C-. The figure below shows the mo-
vement of the SIPX Index in comparison
with the imbalance prices in 2017.

700
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500
400
300

To calculate the prices for positive and
negative imbalances, we use the costs
and quantities that have been incur-
red for the balancing of the electricity
system in Slovenia. The balancing of
the electricity system is the result of the
imbalances of electricity market parti-
cipants from their forecasts. The figure
below shows the total positive and ne-
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gative imbalances of all balance groups
in Slovenia in 2017.

The imbalances in the positive di-
rection reflect the electricity deficit
in the electricity system, while the
imbalances in the negative direction
reflect the electricity surplus in the
Slovenian electricity system.
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Figure 8: Imbalances in the Slovenian electricity system in 2017

The balancing energy for the settle-
ment of positive and negative im-
balances in the Slovenian electricity
system is provided by the Transmissi-
on System Operator, ELES. In 2017, a
total of 280,935.63 MWh of energy
was used for the settlement of po-

sitive imbalances and 344,063.04
MWh for the settlement of negative
imbalances. The figure below shows
the average monthly values of regu-
latory costs for the balancing of the
electricity system. The costs include
secondary and tertiary regulatory co-
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Negative imbalances

sts, energy from the balancing mar-
ket and energy from the Imbalance
Netting Cooperation (INC).
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Figure 9: Average monthly values of regulatory costs (S+ and S-) in 2017

The average monthly value of regu-
latory costs in 2017 coincides with
the prices for positive and negative
imbalances. The figure above shows
slightly higher average values of the
S+ and S- imbalance costs in January,
February, August and November.

The following table shows the avera-
ge monthly values of regulatory costs
in 2017 and the comparison with 2016.
The costs include secondary regu-
latory costs, tertiary regulatory costs,
energy from the balancing market and
energy from the INC. It can be obser-

38.89

30.01

2970 42.61  27.79

ved that the regulatory costs are much
higher; the exceptional situation in the
network in January 2017 is in particular
evident. This means that the system
operator had to activate very large qu-
antities of positive regulation (energy

deficit in the network).

2016 2017
Month S+ [EUR/MWh] S- [EUR/MWAh] S+ [EUR/MWh] S- [EUR/MWh]
January 56.28 30.64 118.42 49.50
February 32.38 15.81 63.99 33.47
March 32.66 17.95 42.20 22.68
April 36.35 20.10 44.07 26.04
May 33.43 16.52 45.79 29.54
June 38.48 22.19 48.57 29.43
July 38.77 22.57 54.33 29.54
August 37.78 20.05 65.47 38.89
September 41.59 24.80 50.31 30.01
October 54.31 29.80 55.67 29.70
November 51.84 27.28 68.13 42.61
December 59.06 30.28 53.23 27.79

Table 9: Average monthly values of regulatory costs (S+ and S-) in 2016 and 2017
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The table below shows the INC+ and INC- volumes in the last five years. The INC Regulation was first introduced in
May 2013. The first column presents the values in which there was the electricity deficit in the Slovenian electricity
system and the INC+ function was activated. On the other hand, the second column shows the values in which the

electricity surplus occurred in the Slovenian electricity system and the INC- function was activated.

Year INC+ [v MWh] INC- [v MWh]
2013 (May - December) 25.491 47.458
2014 41.457 69.909
2015 28.091 71.007
2016 33.997 114.247
2017 37.247 98.399

Table 10: INC volumes from 2013 to 2017

The following table presents a more detailed overview of positive and negative imbalances for the years 2016 and 2017

on a monthly basis.

2016 2017

Month Positive imbalances = Negative imbalances Positive imbalances Negative imbalances
of balance groups of balance groups of balance groups of balance groups

[in MWh] [in MWh] [in MWh] [in MWh]

January 24,954.09 18,044.99 50,623.89 8,573.38
February 12,207.49 21,966.73 16,606.03 20,258.99
March 12,634.15 21,737.83 7175.96 37,637.85
April 12,750.97 25,474.89 13,438.75 27,707.50
May 14,305.04 25,004.27 13,759.75 24,084.61
June 15,463.58 21,455.44 9,767.67 21,042.27
July 8,660.17 2753063 9,342.49 33,954.50
August 8,859.89 37,864.17 17,220.10 19,513.22
September 13,531.09 1912975 16,4054 23,396.77
October 16,471.75 22,603.45 10,206.47 25,003.09
November 1142.24 29,078.23 23,693.04 9,860.90
December 11,372.88 24,440.94 21,033.85 19,024.30
Total 162,353.34 294,331.31 209,27314 270,057.37

Table 11: Positive and negative imbalances of the balance groups in 2016 and 2017
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The following table presents the quantities of positive and negative imbalances of all balance groups on the electricity
market from 2013 onwards. The imbalances on the borders of the Slovenian control area are also included in the volume of
imbalances of the balance groups.

Total positive imbalances of the balance Total negative imbalances of the balance

Year groups [in MWh] groups [in MWh]
2013 301,776 397,808
2014 307,168 367,965
2015 300,051 388,574
2016 239,765 371,02
2017 263,038 326,166

Table 12: Total positive and negative imbalances of the balance groups from 2013 to 2017

Based on the data presented in the table above, it can be noted that there is a downward trend in both segments of im-
balances, especially in the segment of negative imbalances. This represents one of the essential tasks of the imbalance
settlement system, namely, that it motivates market participants to participate in a more careful behaviour and foreca-

sting and thus contribute to the stability of the electricity market.
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Figure 10: Total positive and negative imbalances of the balance groups from 2013 to 2017

ANNUAL RECALCULATION

Since the imbalance settlement
applies to the so-called analytical
procedure to determine the reali-
sation of delivery points without the
execution of measurements in each
quarter of an hour, their consumption
is estimated based on the remaining

consumption of the area. Thus, the
differences generated among qu-
antities acquired on the basis of the
analytical procedure and the actual
realised quantities are recalculated
within the annual recalculation.

In 2017, the annual recalculation was
made for the year 2016. The redistri-

Total negative imbalances of balance

groups [in MWh]

bution of differences between balance
groups was carried out on the basis
of calculated differences and average
annual price that equalled the annu-
al average C+ and C- and amounted
to EUR 33.62 per MWHh. In the annual
recalculation for 2017, a total of 56,351
MWh of electricity was redistributed,
totalling EUR 1.89 million (net).
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2.3 BALANCE SCHEME

The electricity market is hierarchically
regulated as a Balance Scheme. Any
legal or natural person that wishes
to actively operate on the electricity
market must become a member of
the Balance Scheme. The member-
ship and structure of the Balance
Scheme are defined with the balan-
cing agreements, concluded with
the Market Operator and with com-
pensation agreements concluded
with the Balance Scheme members.
Market Operator, which is at the top

90
80
70
60
50

of the Balance Scheme, provides ba-
lancing energy delivery to the balan-
ce groups through balancing agree-
ments. Transmission system operator
physically implements the balancing
of the electric power system. Market
Operator is responsible for keeping,
updating and publishing the record
of Balance Scheme membership
contracts on its website.

The year 2017 was considerably less
dynamic compared to 2016. In 2017,
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three domestic companies and one
foreign company entered the Balan-
ce Scheme. During the same peri-
od, three foreign companies left the
Balance Scheme, which, compared
to 2016, means that the membership
in the Balance Scheme increased by
one member. In total, there were 52
balance groups (17 Slovenian and 35
foreign companies) and 24 balance
subgroups (21 Slovenian and 3 fore-
ign companies) registered in the Re-
public of Slovenia.

40
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2014
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2015 2016

Foreign BSGs Domestic BGs

2017

Domestic BSGs

Figure 11: Number of foreign and domestic balance groups (BGs) and balance subgroups (BSGs) from 2014 to 2017
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In 2017, the following compani-
es entered the Balance Scheme:
CATV SELNICA RUSE d.o.0., ENGIE
ENERGY MANAGEMENT SCRL, IN-
VOLTA d.o.0. and SONCE energija
d.o.o. During the same period, the

following companies left the Balance
Scheme: B.EK. GROUP s.ro., GALA
S.p.A. and Gunvor International BV.
In addition, two transfers occurred in
2017 due to the cancellation of the
balancing agreement by the conclu-
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sion of the compensation agreement
as well as two transfers between the
balance groups. The table below
shows the changes in the Balance
Scheme in 2017.

Datum dogodka Naziv ¢lana bilan¢ne sheme Status
29 Dec SONCE energija d.o.o. Entry
15 Dec Gunvor International B.V. Exit
12 Dec INVOLTA d.o.o. Entry
6 Dec GALA S.p.A. Exit
5 Dec ENGIE ENERGY MANAGEMENT SCRL Entry
10ct ENERGENTI PLUS d.o.o. (together with Transfer from the independent BG to BG RWE
BPS LOGO ENERGIJA d.0.0.) Ljubljana d.o.o.

1 Apr CRODUX ENERGIJA, d.o.o. Transfer from BG CRODUX PLIN d.o.o to BG
HSE d.o.o.

6 Mar B.E.K. GROUP s.ro. Exit
1Feb CATV SELNICA RUSE d.o.o. Entry to BSG ECE d.o.o., which belongs to BG
HSE

1Jan CRODUX ENERGIJA, d.o.o. Transfer from the independent BG to BG
CRODUX PLIN d.o.o.

1Jan GORENJSKE ELEKTRARNE, d.o.o. Extension of the compensation agreement
1Jan LOGO ENERGIJA d.o.o. Extension of the compensation agreement
1Jan Borzen, d.o.0. — Centre for Support (Eco Transfer from BG GEN-I, d.o.0. to BG HEP d.d.

Group)

Table 13: Timeline of the membership movement in the Balance Scheme in 2017
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2.4 FINANCIAL SETTLEMENT OF IMBALANCES

As a clearing agent, Borzen provides
accounting and financial settlement
of liabilities/claims arising from the im-
balance settlement of financial settle-

settlements of an individual balance
group in a specific time period are the
subject of the financial settlement.

The table below presents the value-
-based data, resulting from the finan-
cial settlement of imbalances for the
year 2017, compared to the data from

ment participants. All final imbalance 2016. in EUR excl. VAT
Year 2016 2017
Imbalance Balancing Imbalance Balancing
Month settlement costs Surplus settlement costs Surplus
January 1,204,826 -1170,222 34,604 7,533,410 -7,382,846 150,564
February 529,832 -522,61 7,221 1,065,186 1,038,358 26,828
March 423,808 -419,037 4,771 -258,828 317626 58,798
April 500,940 -473,060 27,880 271,706 -243,426 28,280
May 537,953 -52817 9,836 326,408 -282,895 43,513
June 562,898 -553,252 9,646 245,816 -236,309 9,507
July -43,499 49,304 5,805 31,655 6,153 37,808
August 208,258 -177109 31,149 1,053/172 -1,010,232 42,940
September 415,180 -411,670 3,510 746,157 -721,035 25122
October 811,993 -780,898 31,095 185,346 -155,212 30,134
November 142,582 -110,747 31,835 1,863,625 -1,834,721 28,904
December 228,457 -212,870 15,587 1,302,226 -1,226,926 75,300
Total 5,523,228 -5,310,289 212,939 14,365,879  -13,808,181 557,698
Default interest 165
Total Surplus: 212,939 557,863

Table 14: Value overview of the imbalance settlement for the years 2016 and 2017

The imbalance settlement item repre-
sents the net value of a final imbalance
settlement of the balance groups on a
monthly basis. Costs or balancing reve-
nues arise from the purchase or sale of
electricity for the purposes of balancing
imbalances of the electricity system in
the Republic of Slovenia. The financial
settlement of balancing costs is carried
out between the Transmission System
Operator and the Market Operator. The

negative values represent outflow for
Borzen, while the positive values repre-
sent inflow.

The surplus of revenues over expenses
arising from the imbalance settlement
is intended for the management of the
risks of default or late payments and
are kept in a separate account for the
management of the imbalance settle-
ment surpluses. In 2017, the surplus of

the imbalance settlement totalled EUR
557698. There were no disbursements
of the surplus of the imbalance settle-
ment during this period. At the end of
2017, the total amount of the surplus of
the imbalance settlement equalled EUR
2,099,870 and it included the undisbur-
sed portion of the surplus from 2014,
the surplus from 2015 with default inte-
rests, the surplus from 2016 and the total
surplus from 2017 with default interests.
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2.5 BALANCING MARKET

The electricity balancing market is
an organised form of collecting and
soliciting the offers for the sale and
purchase of the balancing energy for
balancing purposes in a transparent
and economically efficient way. On
the Slovenian electricity balancing
market, which has been in operation
since October 2012, 4,713 transacti-
ons were concluded in 2017 in the
total amount of 228,929.75 MWh.
68,808.75 MWh represented the
purchase of electricity, while 160,121
MWh represented the sale of electri-
city by the Transmission System
Operator. The highest number of
transactions was concluded with ho-
urly products in the total amount of
141,615.80 MWHh. The highest number
of transactions was also concluded
with hourly products, amounting to
3,411 transactions.

As shown in the chart below, in 2017,
the System Operator operated as a
seller of electricity formost ofthe time.
Most balancing electricity was sold in
March, namely 24,770 MWh, while
the purchase of balancing electricity
reached its peak in January, when it
amounted to 34,765.50 MWh. Janu-
ary has also been a record month in
terms of quantity and number of tran-
sactions since the establishment of
the electricity balancing market. Na-
mely, 716 transactions were conclu-
ded in the total amount of 38.405,50
MWh. In 2017, the highest price for
the purchase of balancing electricity
equalled EUR 310 per MWh, while the
lowest price for the sale of balancing
electricity totalled EUR -60 per MWh.
In addition to the System Operator,
four more members were involved
in the transactions concluded in the
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balancing market. As at 31 December
2017, the balancing market consisted
of 34 members.

The balancing market has been
experiencing a steady growth since
its establishment, as shown in the
chart below. The highest increase in
the volume and number of transacti-
ons was recorded in 2015, when the
volume increased by 138 percent
and the number of transactions in-
creased by 228 percent compared
to the preceding year. In 2017, we
also experienced a stable upward
trend in the number and volume of
concluded transactions. Compared
to the previous year, the volume of
concluded transactions increased by
slightly less than 16 percent, while the
number of concluded transactions in-
creased by more than 16 percent.
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Figure 12: Volume and number of concluded transactions on the electricity balancing market by year
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In 2017, the electricity balancing market accounted for 36.6 percent of the total balancing system, which is 5 percentage
points higher than in 2016, when the share of the balancing market in the total balancing system equalled 31.6 percent.
The highest monthly share of balancing electricity from the balancing market was recorded in April 2017 and amounted
to 54.6 percent. In 2017, the share of electricity from the balancing market for the upward balancing (purchase) represen-
ted 24 percent, while the share for the downward balancing (sale) equalled 46 percent.
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Figure 13: Balancing market share in the total system balancing of the Slovenian electricity system

Trading on the balancing market is carri-
ed out in combination with “intra-day” tra-
ding, namely one hour after the intra-day
gate closure time until the physical deli-
very of the traded product. In the so-cal-
led “balancing market” phase, the total

Year
2013
2014
2015
2016
2017

volume of recorded transactions amo-
unted to 128,555 MWh in 2017, which
represented 54 percent of the total vo-
lume of recorded transactions. A trend in
increased transactions in this phase was
also noticeable, ranging from 16 percent

“Balancing market” phase
16 %
20 %
34 %
52 %
54 %

in 2013 to 54 percent in 2017, which me-
ans that the System Operator purchased
or sold electricity directly before delivery
and thus balanced the electricity system
more effectively.

“Intra-day trading” phase
84 %
80 %
66 %
48 %
46 %

Table 15: Percentage of recorded transactions according to the trading phase
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2.6 ENSURING TRANSPARENCY OF THE ELECTRICITY

MARKET

2.61 DATA EXCHANGE AND IMBALANCE SETTLEMENT

The exchange of information is essential for
the proper execution of the Market Opera-
tor's activities and the operation of the entire
electric power system. The electronic data
exchange constitutes an important step
towards a more reliable and faster submissi-
on of data to the Market Operator. There-
fore, Borzen strives to further develop and

strengthen this area, also by participating
in associations, such as the Energy Market
Data Exchange Section (PET).

Since 2015, Borzen has been using the
electronic data exchange or recording data
from all five distribution networks for the
purposes of the imbalance settlement. In

the future, we plan to extend the system to
the operators of closed distribution systems
and members of the Balance Scheme,
enabling them to import the results of
the imbalance setflement into their own
systems in XML format. The XML exchange
was established with a few closed distributi-
on system operators already in 2017

2.6.2 OTHER ACTIVITIES RELATED TO ENSURING THE TRANSPARENCY OF THE

ELECTRICITY MARKET

TRANSMISSION OF DATA UNDER
EUROPEAN REGULATION 543/2013 -
»TRANSPARENCY«

Since the end of 2014, Borzen has alre-
ady established an automated data trans-
mission via web services, since the com-
pany is obliged to send the data on the
quantity of bids on the balancing market
and the data on quantities and prices of
transactions concluded on the balancing
marketto the System Operator every hour
in accordance with the European Regula-
tion No. 543/2013 (the so-called “Transpa-
rency Regulation”). In addition to the data
about the balancing market, Borzen also
submits the prices of imbalances to the
System Operator on a monthly basis. The
submitted data are published on the Eu-
ropean platform “ENTSO-E Transparency
platform” in order to increase the transpa-
rency of the European energy market. In
2017, we made certain adjustments due
to the changes in the data source.

ELECTRONIC ACCESS TO THE
BALANCE SCHEME RECORDS

On a proposal from the Slovenian Energy
Agency, Borzen established an electronic
access to the Balance Scheme records
via web services. The access provides
the Energy Agency with the automated
control of the data on the Balance Sche-
me members which are submitted upon
their registration in accordance with the

REMIT Regulation. In 2017, the exchange
process operated smoothly, enabling the
verification of the data submitted by mar-
ket participants as part of their registration
with the Energy Agency. In the future, we
want to integrate the data on the status
of the supplies into the access, which we
already publish on our corporate website.

PUBLICATION OF ADDITIONAL DATA
ON THE FUNCTIONING OF THE MAR-
KET ON THE WEBSITE

Borzen regularly publishes different infor-
mation on its website as required by law.
In order to increase transparency in the
electricity market, the company also pu-
blishes additional information, such as the
data on residual diagram. For each acco-
unting interval, the residual diagram of a
particular distribution area is calculated in
the following way: the number of the total
energy received by a particular transmissi-
on area (from the transmission network,
the distribution network of the adjacent
areas or the production delivery points) is
subtracted by the value of estimated los-
ses for the area and the realised consu-
mption of all non-measured consumers,
where the registration interval is shorter
than or equal to the accounting interval.
The data primarily makes it easier for new
participants to operate on the market and
represents an additional activity of the
company in the direction of collecting,
analysing and publishing the data in order

to ensure the transparency of the electri-
city market. In addition to this, Borzen also
publishes a list of suppliers, i.e. the Balan-
ce Scheme members with physical deli-
very points either on the consumption or
on the production side. After the suspen-
sion of licences under the new Energy
Act, a coherent list of the suppliers on the
market is no longer available.

Borzen also regularly publishes more de-
tailed information related to the imbalan-
ce settlement (balancing costs, balancing
quantities, imbalances of the balance
groups in the Slovenian control area), in-
cluding the history from 2007 onwards.
Borzen also carries out activities related
to the automation of posts and extension
of data sets that are or will be available to
market participants. All available data sets
are updated on a monthly basis.

At the end of 2017, we started publishing
the Price Index for the Slovenian balan-
cing market, which allows the members
of the market and other interested third
parties insight into the announcement of
the forecasts of the total electricity produ-
ction and consumption in the territory of
the Republic of Slovenia for the day-ahe-
ad time frame.

In the future, we wish to expand the
scope of published data, thus striving to
contribute to greater transparency in the
electricity market.
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3. CENTRE FOR RES/CHP
SUPPORT

31 SUPPORT SYSTEM

In accordance with the Energy Act,
the Centre for RES/CHP Support
is an operational provider of the
support scheme for environmentally
friendly ways of generating electri-
city. The support schemes are an
instrument of state aid (subsidies),
approved by the European Union,
which enables, with higher purchase
prices, the realisation of investments
in renewable energy sources (RES)
and highly efficient cogeneration
of heat and electricity (CHP), which
are necessary for achieving natio-
nal objectives concerning the share
of use of renewable energy sources
in final energy consumption. The
Energy Act (EA-1) provides for a call
for the integration of power plants
that do not comply with the provisi-
ons of Article 535 (energisation be-
fore 22 September 2014). At the end
of 2016, the Energy Agency issued
first such call for new entrants. Accor-
ding to the Energy Agency’s data of
3 March 2017, a total of 278 power
plants with a total power of 267 MW
were registered. After the closure of
the call and in accordance with the
established criteria, the Agency app-
roved the entry to 78 power plants.

These power plants are expected to
receive EUR 10 million of support at
an annual level. The Agency issued
another call of the same financial vo-
lume in September 2017, in which 93
projects were selected.

TYPES OF SUPPORT

CHP units with a power output of
less than 500 kW and RES units with
a power output of less than 500 kW
can choose between two types of
support: guaranteed purchase or
operating support. Larger units may
only receive the operating support
and are not entitled to receive the
support for guaranteed purchase.
For CHP units, the support is limi-
ted to the units whose age does not
exceed 10 years and for RES units,
the limit is 15 years after the start of
operational use.

Guaranteed purchase of electricity

In the case of guaranteed purcha-
se, the Centre for Support receives
the electricity and pays it at a price
specified in the decision. The pro-
duction unit is included in a special

balance group or subgroup, created
by the Centre for Support (vEco Gro-
up«). For the units, which are eligible
for this type of support, the Centre
for Support regulates the balancing
differences between the forecasted
and realised production (i.e. the co-
verage of “imbalances”).

Operating support (“operating aid
scheme”)

In the case of operating support, the
Centre for Support does not receive
or pays for any electricity, but inste-
ad, based on the produced net qu-
antities of electricity, pays only the
operating support intended to com-
pensate the production unit for the
difference between the production
costs and the market price, which the
unit acquires over-the-counter. The
production units which are eligible
for this type of support must regulate
the balancing of differences betwe-
en the forecasted and realised pro-
duction and their balancing affiliation
on their own behalf, or this can be
done by the supplier with whom they
concluded an open contract for the
sale of electricity.



Borz:-n

57

3.2 SUPPORT SCHEME FOR ELECTRICITY
PRODUCTION FROM RENEWABLE ENERGY
SOURCES AND COGENERATION OF HEAT AND

POWER

3.21 POWER PLANTS IN THE SUPPORT SYSTEM

At the end of 2017, the Support Sche-
me consisted of 3,864 power plants
with a total power of 412 MW, which
represented approximately one tenth

of installed capacities in the Republic
of Slovenia.

The share of units in the Support Sche-
me that independently sell electricity on

the market (and thus receive the opera-
ting support) is at a similar level as in the
previous years and accounts for 70 per-
cent of units that receive the support.

Type of power plant Power in kW Number
Biogas power plants 31,900 31
Wood biomass power plants 23,171 41
Hydro power plants 22,973 91
Solar power plants 257,633 3,312
Fossil-fuelled CHP 72,338 380
Other 1,035 2
Wind power plants 3,283 7
Total 412,334 3,864

Table 16: Power plants in the new support system (as at 31 December 2017)?

3.2.2 SUPPORT PAYMENTS

In 2017, the production and support
payments went below the levels of
2015, which is mainly due to the fact
that some larger units stopped rece-
iving support. However, the intensity
of the decrease is largely dependent
on the weather conditions. Compa-
red to 2016, the year 2017 was much
less hydrologically favourable (but

close to the long-term average). On
average, 2017 experienced more
sunny days and, consequently, the-
re was a stronger influence of solar
power plants on the Support Sche-
me, which is a relatively more expen-
sive source. From the comparison of
payments and electricity production
in the Support Scheme, it can be con-

2 Due to rounding, the sums in the table may not add up.

cluded that the production of electri-
city in 2017 was 6 percent lower than
the production in 2016, while 2 per-
cent less payments were made.

Production that receives one of the
types of support accounts for 7 per-
cent of the Slovenian annual consu-
mption.?

3 According to the Statistical Office of the Republic of Slovenia (Final consumption of electricity in Slovenia, Final consumption - total, year 2016; final
data for 2017 are not yet available), the final consumption in 2016 totalled 13,121 GWh.
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Year 2017 2016 2015 2014 2013 2012 2011 2010 2009
Quantity of electricity (in

GWh) 9449 1.003.5 980.8 905.9 802.9 654 943.3 995.5 934.2
Support payments under

contracts (in million EUR, 143.5 146.2 1471 130.8 118.5 89.8 69.5 48.6 22.7
excl. VAT)

Average support (in EUR/
MWh) 151.89 1456 14997 14442 147.61 137.28  73.69  48.81 24.3

Table 17: Support payments from 2009 to 20174
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Figure 14: Production and support payments by year (2009-2017)

Based on the share of produced cent)of all support payments in 2017. 25417 per MWh, while the avera-
electricity, fossil-fuelled CHP units (31 The average calculated support (in  ge support for hydro power plants
percent) and solar power plants (29 EUR/MWHh) should also be noted. In is much lower, totalling EUR 62 per
percent) stood out in 2017. The latter 2017, the average calculated support  MWh.

also received almost half (49 per- for solar power plants equalled EUR

“The data for 2017 are as at 26 February 2018.
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Type of power plant

Produced electricity

Support payment (in
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Share of Share of

(inGWh)  million EUR, excl. VAT) energy (in %)* support (in %)*
Biogas power plants 126.9 16.7 (in %)* 11.65 %
Solar power plants 2791 70.9 29.53 % 49.42 %
Other 5.0 1.3 0.53 % 0.92 %
Wind power plants 5.7 0.4 0.60 % 0.25 %
Hydro power plants 103.0 6.0 10.90 % 4,20 %
Wood biomass power plants 129.8 19.0 13.73 % 13.25%
Fossil-fuelled CHP 295.4 29.2 31.27 % 20.32 %
Total 944.9 143.5

Table 18: Support payments in 2017 °

Compared to 2015, no substantial
change in terms of proportions of pro-
duction and payments was recorded.
Itis worth noting that slight differences
in the proportions of production were
the result of different weather condi-
tions, which more or less affected not
only the production of an individual

Support share

plant but also the aggregate produ-
ction of a specific type of unit.

In 2017, the support payments slightly
decreased compared to the previous
two years for several reasons. The
main reason is the outage of produ-
ction units from the Support Scheme

Support

(some of the units stopped receiving
the support), while the weather con-
ditions in 2017, compared to 2016,
were beneficial for the increase in
the support payments (e.g. a higher
production of a more expensive
energy source due to the increased
solar activity).

Difference Energy share Energy share Difference

Type of power plant in 2017* sharein 2016 in share in 2017* in2016 in energy
Biogas power plants 11.65% 1253 % -0.88 % 13.43 % 13.76 % -0.33 %
Wood biomass power plants 13.25% 13.14 % 011 % 13.73 % 13.08 % 0.65%
Hydro power plants 4.20 % 5.98 % -1.78 % 10.90 % 13.90 % -3.00 %
Solar power plants 49.42 % 45.69 % 3.73 % 29.53 % 25.87 % 3.66 %
Fossil-fuelled CHP 20.32 % 21.82% -1.50 % 31.27 % 31.97 % -0.70 %
Wind power plants 0.25% 0.26 % -0.01 % 0.60 % 0.58 % 0.02%
Other 0.92 % 0.57 % 0.35% 0.53% 0.83 % -0.30 %

Table 19: Comparison of payments by power plant type in 2016 and 2017
*Each individual share in the table is rounded to two decimal places, which can lead to a discrepancy in the addition of shares.

5 The data for 2017 are as at 26 February 2018. Due to rounding, the sums in the table may not add up.
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Already in 2014, as a part of a com-
prehensive control of the scheme
payments by the Centre for Support,
which is regularly carried out, we intro-
duced additional systematic monito-
ring of weather indices with respect
to prior periods and the long-term
average. The following parameters
are monitored: temperature, solar
radiation, rainfall and hydrology. The
data are obtained from the database
of the Slovenian Environment Agency.
The preparation of the forecast takes
into account several scenarios, also
based on the realisation of a certain
group of power plants. In addition to
the monthly examination of trends in
disbursements by using sample chec-
ks D-1 (the measurement for the day
back) and regular financial reviews
and recalculations, this is an additi-

onal piece in the mosaic of a more
systematic monitoring of payments of
the Centre for Support.

The actual comparison of production
and payments in 2017 and 2016 is
best evident from the figure below,
which clearly shows the absolute di-
fference in payments and relative
change in the 2017 production com-
pared to 2016. The figure shows that
the production of certain unit types in
2017 was lower than in the previous
year. Due to the specific weather con-
ditions (warm vyear, bad hydrology),
an increase in the production by so-
lar power plants is notable (+7.5 per-
cent compared to 2016). On the other
hand, the production decreased in
other groups, e.g. fossil-fuelled CHP
(-7.2 percent compared to 2016), hydro
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power plants (-26.1 percent compared
to 2016), biogas power plants (-8.1 per-
cent compared to 2016), wind power
plants (-1.1 percent compared to 2016)
and wood biomass power plants (-1.2
percent compared to 2016).

Nonetheless, the year 2017 was relati-
vely below average, regardless of the
fact that the support payments and
production were within the forecasted
and planned limits, which is mainly
due to the fact that individual power
plants stopped receiving support.
The reduction in payments was par-
tially mitigated due to the favourable
weather conditions, especially due to
the positive production of a relatively
»more expensive« source, i.e. solar
power plants.
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Figure 15: Comparison of support payments and production in 2017 and 2016

Production 2017/2016 - % change
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3.3 FINANCIAL DATA OF THE CENTRE FOR SUPPORT

The contributions are transferred into a special account of the Centre for Support and are used for the provision of
support, the operation of the Centre for Support and other purposes stipulated by law.

The table below presents the revenues and expenses of the Centre for Support for the year 2017, namely the realised
values in 2016 compared to the realised values in 2017 (as at 26 February 2018).

in EUR, excl. VAT

Item Realisation 2016 Realisation 2017
A Opening balance 11,314,852 45,790,480
1 Revenues 181,257,994 184,567,176
a RES+CHP contribution 174,231,194 178,540,388
b DES contribution 49,864 1
c CS - EE sales 6,968,393 6,015,947
d Default interests 8,543 10,840
2 Expenses 146,782.366 144,112,978
a RES+CHP support 146,191,366 143,521,978
b DES support 0 0
c Operation of the CS 591,000 591,000
d CS - EE purchase 0 0
3 Total (1+2) 34,475,628 40,454,198
4 Total (A+3) 45,790,480 86,244,678

Table 20: Overview of the revenues and expenses of the Centre for Support in 2016 and 2017

The table shows that in 2017 the Cen-
tre for Support collected EUR 178.54
million net of the RES/CHP contributi-
ons and EUR 1 of contributions for the
provision of secure energy supply
with the use of domestic primary
energy sources (DES contributions).
As of 20714, the DES activity is no
longer performed, thus the amount
derives from the recalculations which
the Distribution System Operator car-
ries out for the previous period. The
RES/CHP contributions also include
the assets from the contribution for
final consumers of district heating

and buyers of fossil fuels, in the total
amount of EUR 36.66 million net.

The revenues of the Centre for
Support also disclose the received
funds from the direct sale of electrici-
ty from the Eco Balance Group, whi-
ch was, in 2017, sold indirectly in such
a way that the Centre for Support
transferred the Eco Balance Group
into the balance group of another
member. The revenues of the Centre
for Support also include the default
interests in the realisation of 2017.

In 2017, the payments of RES/CHP
support amounted to EUR 143.52
million net. The contribution for the
operation of the Centre for Support
equalled EUR 591 thousand and has
remained unchanged since 2009.

After the payments of support in
2017, the Centre for Support recor-
ded a surplus in the amount of EUR
86.24 EUR million.
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3.31 FINANCING OF THE SUPPORT SCHEME AND CONTRIBUTIONS

The Support Scheme is financed by
all electricity consumers who are
charged a contribution for ensu-
ring supports for the production of
electricity from high-efficiency coge-
neration and from renewable energy
sources in accordance with the legi-
slation.

The contribution is charged on a
monthly basis per capacity charges,
namely as a separate item on the in-
voice for the network use. This is a
separate contribution and is not part
of the price for the network use.

From June 2014 onwards, the suppli-
ers of fossil fuels and district heating
who charge the contribution to final

customers are also subject to billing
and payment of contributions. For the
purpose of reporting and contribution
payment, Borzen launched a web por-
tal (http://prispevek.borzen.si) which
allows the preparation of the registra-
tion application and easy reporting on
the amount of accrued contribution
accounted to final customers.
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3.4 MANAGEMENT OF THE ENERGY OF THE BALAN-
CE GROUP WITHIN THE CENTRE FOR SUPPORT

The Balance Group managed by the
Centre for Support, the so-called Eco
Group, includes power plants that
sell electricity through the Centre for
Support. The Eco Group includes tho-
se power plants that are eligible for
the guaranteed purchase support.
The Eco Group would also include
power plants that would have a con-
cluded Eco contract or a contract on
the sale of electricity through the Cen-
tre for Support. In 2017, none of these
types of contracts were concluded.

Compared to the situation at the end
of 2016, the number of power plants
in the Eco Group decreased by 14
units in 2017, namely to 1,172 units. To-

tal installed capacity of units included
in the Eco Group decreased by 3 per-
cent and equalled 93.4 MW at the end
of the year.

Despite the fact that in 2017 the
Energy Agency completed the first
public call for power plants that gene-
rate electricity from RES and CHP, no
power plant selected under the call
entered the Eco Group in 2017. The
dynamics of changes in the compositi-
on of the Eco Group were mainly cau-
sed by changes in the type of support,
exits from the Support Scheme due to
the age of power plants, withdrawal
of the support due to the expiry of
declaration and change of ownership.

Upon the occurrence of the latter, the
Energy Agency first withdraws the
support from the previous owner with
a decision and issues a new decision
to the new owner. In the intervening
period (from the withdrawal of the
support to the receipt of a new deci-
sion), such power plant is usually not
entitled to support and, consequently,
it is not included in the Eco Group.
The Energy Agency acts in the same
way in the case of the expiry of decla-
ration. In this case as well, the bene-
ficiary is deprived of support until the
declaration and subsequent decision
on the grant of support have been
adequately regulated.

As at As at As at As at As at As at As at As at As at
Type of power plant 31Dec 31Dec 31Dec 31Dec 31Dec 31Dec 31Dec 31Dec 31Dec

2009 2010 2011 2012 2013 2014 2015 2016 2017
Solar 36 371 755 1,126 1,141 1,111 1,092 1,094 1,086
Hydro energy 6 43 40 31 30 27 25 21 16
CHP 8 19 21 32 42 60 60 58 57
Biogas 2 12 12 12 10 10 9 7 7
Wind 3 3 4 5 5 5 5 5 5
Landfill gas 1 2 2 1 1 1 0 0 0
Gas from waste water 1 1 1 0 1 ' 1 1 1
sludge
TOTAL 57 451 835 1,207 1,230 1,215 1,192 1,186 1,172

Table 21: Number of power plants in the Eco Group from 2009 to 2017
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Type of bower As at As at As at As at As at As at As at As at As at
:’:nt P 31Dec 31Dec 31Dec 31Dec 31Dec 31Dec 31Dec 31Dec 31Dec
P 2009 2010 2011 2012 2013 2014 2015 2016 2017
Solar 1219 27015 65353 85891 85531 81,403 78222 78312 75682
Hydro energy 125 10,985 10458 8616 8586 6309 6104 5289 4555
CHP 3633 6748 6989 6568 6244 7043 6682 6420 6370
Biogas 1970 15544 11416 11416 9182 9182 8197 6199 6199
Wind 20 20 24 74 73 73 73 73 73
Landfill gas 469 3,171 3171 2702 2702 2,702 0 0 0
Gas from waste 130 130 130 0 518 518 518 518 518
water sludge

TOTAL 7,566 63,613 97,541 115,267 112,836 107,230 99,796 96,811 93,397

Table 22: The sum of new power of the power plants in the Eco Group (in KWh) from 2009 to 2017

The decrease in the number and
total installed capacity of the power
plants included in the Eco Group re-
presented in the above figures did
not significantly affect the compo-
sition and proportion of the repre-
sentation of individual technologies
compared to the previous years.

The chart below showing the amo-
unt of monthly electricity production
by the Centre for Support Balance
Group from 2009 to 2017, displays
a marked increase in the production
in the months with more favourable
conditions for the operation of solar
power plants. The latter is, of course,

entirely expected since the share of
solar power plants represents more
than 90 percent of the total number
of power plants and more than 80
percent of the installed capacity of
the power plants included in the Eco
Group.
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O =
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Number === Power (in kW)

Figure 16: Overview of the movement of the total number and installed capacity of the power plants included in the Eco Group
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Figure 17: Monthly realisation of the Eco Group from 2009 to 2017 [in MWh]

The present graph also indicates a
gradual decrease in the total produ-
ction of the Eco Group. In 2017, the
conditions for the solar production
and hydrological conditions affecting
production of small hydro power
plants were somewhat worse compa-
red to 2016 in the segment of hydro-

logy (in terms of rainfall) and better in
the segment of solar radiation. The
average temperatures were compa-
rable to the previous year, which in
turn meant a similar volume of pro-
duction from CHP. As indicated in the
chart below, which shows the avera-
ge hourly production in the previous

2014

2015

years in 2017 less electricity was pro-
duced during the hours when solar
power plants did not produce any
electricity. A somewhat lower produ-
ction in the Eco Group can also be
attributed to the aforementioned exit
of some units from the Eco Group,
especially small hydro power plants.
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Figure 18: Average daily production profile (comparison of 2017 with respect to 2014-2016)

For the purpose of ensuring the
highest possible degree of transpa-
rency in the implementation of the
RRM - REMIT service, it was decided

that the sale of electricity from the Eco
Group in the following years was to be
carried out in an indirect way. In accor-
dance with the Rules on the operation

17 18 19 20 21 22 23 24

2017

of the Centre for RES/CHP Support,
this means the sale or transfer of the
entire Eco Group into a balance gro-
up of a member of the Balance Sche-
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me who offers the best conditions
for the purchase of electricity. At the
auction held in November 2016, a
single purchase price of EUR 38.25
per MWh was achieved for electricity
produced in 2017. The price included
the balancing costs between the fo-

recasted and realised production.
Due to lower volumes and the com-
paratively lowest average annual pri-
ces since the start of operation of the
Centre for Support, just over EUR 6
million was collected from the electri-
city sold from the Eco Group in 2017.
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In November 2017, the Centre for
Support carried out an auction for
the transfer of the Eco Group in 2018.
The final auction price amounted to
EUR 47.33 per MWh, which was, gi-
ven the situation on the market, quite
favourable.

Year 2009 2010 2011 2012 2013 2014 2015 2016 2017
Total [in MWh] 9,908 176,902 201,482 212,840 201,955 202,499 181,083 169,427 157,295
Sales at auctions/

transfer of the Eco 0 86148 157,680 121,068 61,320 52560 52,560 169427 157,295
Group [in MWh]

Sales at BSP Energy 0 34962 35533 82493 142,521 151656 122,107 0 0
Exchange [in MWh]

:\TvSS]liq*ces lin 9908 55792 8,106 9135  -1902  -1,815 6,418 8,464 8,582
recalculation of 0 0 163 144 16 98 -2 1 /
imbalances

Total (in EUR mil- 0.5 5.2 10.5 11.6 9.4 8.7 7.6 7.0 6.0
lion)**

Final achieved price

(incl. imbalances, 46.02 41.36 52.02 54.96 45.67 42.42 41.80 4113 38.25
EUR/MWh***)

Achieved price at

the auction (EUR/ n.p. 40.27 51.15 58.53 51.02 44.32 43.50 41.13 38.25
MWh***)

Weighted price of

the sale at BSP (EUR n.p. 49.38 63.42 54.29 43.90 41.00 4333 0.00 0.00
/MWh***)

EA%/vthX (EUR/ np.  117.02  165.01 22400 12314 14503  143.02 10496  199.00
BSP MIN (EUR / n.p. 4.76 0.00 0.00 0.00 0.10 0.00 0.01 -42.93

MWh***)

Table 23: Sale of electricity from the Eco Group from 2009 to 2017

*The values are taken into account in the balance year in which they were incurred (and not in the year in which they were financially realised).

**Rounded to one decimal place.

***Rounded to two decimal places.
****From 2016 onwards, when the electricity from the Eco Group is sold indirectly, the balance group, to which the Eco Group is transferred by auction,
is responsible for the imbalances.
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3.5 OTHER ACTIVITIES OF THE CENTRE FOR SUPPORT

3.51 GUARANTEES OF ORIGIN REGISTRY

The guarantees of origin are electro-
nic certificates that certify that a cer-
tain amount of energy was produced
in a certain amount of time in a certa-
in power plant in a way that is deter-
mined by the guarantee of origin of
electricity.

The registry is a computer support
for the system of issuing the guaran-
tees of origin (GoO) of electricity. The
users can gain, transfer, and redeem
guarantees of origin in a transparent
and simple manner using the inter-
net. Different lists supported by the
GoO registry enable the permanent
overview of users’ accounts. Data
can also be exported and freely pro-
cessed using appropriate software.

The Energy Act stipulates that the
issuing of guarantees of origin for the
whole of Slovenia is the responsibili-
ty of the Energy Agency. In accordan-
ce with the law, Borzen is, in its role
as the Centre for Support, responsi-

ble for maintaining a joint application
support for the registries that are ne-
cessary for the implementation of the
support system for the production
of electricity from renewable energy
sources and high-efficiency cogene-
ration, which also include the GoO
registry.

The GoO registry, which is an upgra-
de of the central guarantees of ori-
gin database, was established in co-
operation with the Energy Agency.
Borzen administers the application
software, while the Energy Agency
issues the guarantees of origin.

As at 31 December 2017, the GoO
registry included 1,378 users and
consisted of the administrator acco-
unt (Borzen), the account of the issu-
er of guarantees of origin (Energy
Agency), the account of the Centre
for Support, 6 accounts of the System
Operators, 16 trading accounts and
1,354 producer accounts.

A total of 1,882 production units
with the total net power of 1,255,606
kW were registered in the registry.

In 2017, a total of 4,165,848 MWh of
guarantees of origin were issued,
which is 0.5 percent more than in
2016. A total of 5,941,910 MWh were
transferred among users' accounts,
which is 92 percent more than in the
same period last year, while the num-
ber of invalidations was 8 percent
lower than the year before.

In 2017, the international transactions
were also carried out. The imports via
AIB-HUB into the Slovenian registry
amounted to 442,573 MWh, while the
Slovenian export of certificates via
AIB-HUB decreased by 17 percent
and equalled 2,707,863 MWh.

¢ AIB-HUB is a special register/interface managed by the Association of Issuing Bodies (AIB), which enables international transfers between regis-

tries.
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Energy source Issued Cancelled Imported Exported Transferred
Renewable 81,908,000 88,194,000 23,526,000 86,924,000
Renewable/solid/wood 49,345,000 49,345,000 / / 49,345,000
Renewable/solid/wood/
forestry by-products and 25,000 25,000 / / 25,000
waste
Renewable/liquid 10,27,000 1,228,000 / 1,820,000 1,027,000
Renewable/gaseous 13,781,000 15,728,000 / 23,328,000 22,180,000
Renewable/gaseous/ 529,000 529,000 / / 529,000
landfill gas
Renewable/gaseous/gas
from agriculture/ energy 635,000 635,000 / / 635,000
crops
Renewable/thermal/ 7,294,000 7,662,000 / 6,809,000
solar
Renewable/mechanical / 3,511,000 3,511,000 1,665,000 /
source or other/wind
Renewable/mechanical
source or other/hydro 3,934,863,000 1,469,594,000 439,062,000 2,657,524,000 5,704,879,000
and marine
Fossil/liquid/petroleum
oroducts/LPG 12,000 12,000 / / 12,000
Fossil/gaseous/natural
gas 76,429,000 76,429,000 / / 69,545,000
Total 4,165,848,000 1,712,892,000 442,573,000 2,707,863,000 5,941,910,000

Table 24: Activities of the GoO registry in 2017 (in KWh)

The data in the table include the issues and invalidations of all existing types of guarantees of origin (national GoO
register, EECS RECS, EECS GoO registry) and all existing forms of transfers (i.e. transfers among accounts within the
registry and transactions via AIB-HUB).
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4. RRM - REMIT
REPORTING SERVICES

In October 2015, Borzen started per-
forming reporting services of transa-
ctions on wholesale energy market
for all participants on the electricity
and gas markets in accordance with
the Regulation on Wholesale Energy
Market Integrity and Transparen-
cy (REMIT). According to the Re-
gulation, all participants who enter
into wholesale transactions on the
electricity and gas markets, both on
the regulated as well as the bilateral
and over-the-counter (OTC) markets,
are required to report their wholesa-
le energy transactions to the Agency
for the Cooperation of Energy Regu-
lators (ACER).

In accordance with the Energy Act
and the Decree on the method for
the implementation of public ser-
vice obligation relating to the or-
ganisation of the electricity market
adopted by the Government of the
Republic of Slovenia, Borzen started
performing the RRM service after
registering with the national Energy
Agency and the approval of the RRM
(“Registered Reporting Mechanism”)
status by ACER. The RRM status,
which can only be obtained by legal

entities that meet ACER’s strict requ-
irements, enables Borzen the imple-
mentation of reporting services to
third parties.

As a part of the RRM - REMIT servi-
ce, Borzen implements a daily tran-
saction reporting on the wholesale
market (the elements of transactions
and trading orders) through a web
application and on behalf of the mar-
ker participant to ACER. Within the
RRM - REMIT service, Borzen also
prepares and provides information
on transactions and trading orders
made on the BSP Energy Exchange
to other RRMs.

In 2017, Borzen carried out all the ne-
cessary activities (i.e. expanding the
functionality of the web application,
preparation of the examples of XML
files for market participants, etc.) that
enabled market participants a smo-
oth and successful reporting (REMIT
phase | and Il). 2017 was marked by
various activities that were inten-
ded for users both in the field of
knowledge-transfer and consulting,
as well as in providing quality servi-
ces and user support, including the
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updated version of the REMIT web
application.

At the end of 2017, more than 50 cli-
ents (mostly foreign companies) en-
trusted Borzen with the implementa-
tion of the RRM reporting services.
The continuous growth in the num-
ber of costumers can be attributed
to the fact that in the years 2015 and
2016 Borzen proved to be a reliable
partner and thus managed to acqui-
re a large number of new customers
in the second phase of the REMIT
reporting.

Borzen provides a service that gene-
rates various synergistic effects that
go hand in hand with our knowled-
ge, experience and the role entru-
sted to us by the legislator in ensu-
ring a transparent functioning of the
electricity market. In this way, the
Slovenian Market Operator provides
a systematic, transparent, efficient
and competitive Slovenian electrici-
ty market and its further integration
into the internal European market.
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5. IMPLEMENTATION OF INFORMATION, PUBLIC
AWARENESS AND TRAINING PROGRAMMES

ON THE EFFICIENT USE OF ENERGY AND
RENEWABLE ENERGY SOURCES - TRAJNOSTNA
ENERGIJA (“SUSTAINABLE ENERGY”)

In accordance with Article 351 of the cient use of energy and renewable reach a wide range of different publi-
Energy Act (EA-1), Borzen performs a energy sources. The activities are cs. Therefore, the brand conceptual-
variety of activities in the field of in- carried out under our brand TRAJ- |y combines and properly communi-
formation awareness, raising public  NOSTNA ENERGIJA (“SUSTAINA- cates the efficient use of energy and
awareness and training on the effi- BLE ENERGY”), through which we renewable energy sources.

TRAJNOSTNAENERGIJA

Figure 19: Logo of the TRAJNOSTNA ENERGIJA (“SUSTAINABLE ENERGY") brand

In 2017, we carried out a series of web portal www.trajnostnaenergija.  ssional information, on the one hand,
activities in the field of information si. The portal represents a meeting contributes to a more efficient use of
provision, raising awareness and tra-  point for accessing the information energy and, onthe other hand, offers
ining on the efficient use of energy on the efficient use of energy and various information on renewable
and renewable energy sources, whi- renewable energy sources, which energy sources and their use.

ch we efficiently combined and com- is collected in a simple and transpa-

municated to the public through the rent manner. The quality and profe-
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» We believe in the
right information.
The right
information is a key
building block for
the right choices.

KEY ACTIVITIES IN THE FIELD OF INFORMATION PROVISION, RAISING AWARENESS AND
TRAINING ON RES AND EE, WHICH WERE CARRIED OUT IN 2017

Conference In mid-September 2017, we held the third expert meeting of the local energy managers en-
SUSTAINABLE EN- titled »SUSTAINABLE ENERGY LOCALLY 017: Successful financing of energy efficiency mea-
ERGY LOCALLY sures«. 14 speakers, among them a leading sustainable financial expert from the University

of Cambridge, Dr Nina Seega, addressed over 130 participants. The conclusion of the panel
and its participants were that, due to the reduction of subsidies for the energy efficiency
projects, the new innovative financing methods as well as regional integration and pooling of
projects would become increasingly topical and necessary.

Content upgrade of  We prepared new contents for the TRAJNOSTNA ENERGIJA web portal, which enhanced the

the portal www.tra- information provision in the field of RES and EE. A part of the contents also included a new

jnostnaenergija.si section entitled "For children”, where we published our series of environmental cartoons
Lepsi svet ("A Better World").

New video contents In collaboration with the Slovenian artist Klemen Slakonja, Borzen recorded a song and la-
unched a music video “How beautiful you are”, which is dedicated to the Earth and raises
awareness on the efficient energy use. The video was published on Klemen Slakonja's social
media platforms (Facebook, Youtube and Instagram) and it has reached over 50,000 views.

In cooperation with the national television channel RTV Slovenia, Borzen prepared new infor-
mative series on sustainable energy, entitled Eko utrinki (»Eco Glimpses«). The series was
included in the RTV Slovenia’'s programme scheme at the end of 2017 and was also published
on our web portal www.trajnostnaenergija.si and the RTV Slovenia's MMC portal. The series
are thematically related to efficient use of energy and renewable energy sources and are
intended not only for households but also for economic operator and public administration.
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Student competi-
tion
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Students from more than 13 different Slovenian faculties applied for the competition for the best
research project in the field of energy efficiency improvements in buildings. The case study of
the research paper was the energy renovation of the Jesenice High School and was selected in
cooperation with the Slovenian Ministry of Education, Science and Sport. The competition ended
with the announcement of the winners with the award ceremony. The awards for the best rese-
arch paper were awarded to three students.

Learning materials

Borzen prepared learning materials for the cartoon series LepSi svet (‘A Better World"), primarily inten-
ded for teachers and educators. Borzen sent out a DVD with the cartoons and the booklet containing
learning materials to all Slovenian kindergartens, elementary schools and libraries.

Geographical
representation of
the realisation and
potential for RES
and EE

Borzen prepared a new online application, i.e. the Atlas of sustainable energy with data on RES
(production sources of electricity and potentials) and EE (implemented measures by households
and legal entities). The application aggregated the data from different organisations, such as the
Centre for Support, Eco Fund (Slovenian Environmental Public Fund), Geological Survey of Slove-
nia, Slovenian Environment Agency and Slovenian Ministry of Infrastructure.

Demonstration
renovations

The essence of the activity that we started in 2016 was the empirical comparison of the data on
energy consumption before and after the energy efficient renovation and the publication of the
data on the web portal www.trajnostnaenergija.si. With this project, we aim to raise confidence in
calculations of theoretical savings and prove that the energy efficient renovation measures are
economically justified. In 2017, Borzen obtained actual measurements for the heating season
2016/2017 of all three facilities in question and carried out an analysis comparing the previous
years. The results are published on the portal www.trajnostnaenergija.si.

Promotion of RES
and EE

In 2017, Borzen co-created all five issues of the Slovenian magazine »Varcujem z energijo,
preparing various articles, columns and advertisements. The magazine is free and all of its con-
tents are also available on the magazine's website. We designed and printed a jigsaw puzzle
Lepsi svet (»A Better World«), which we sent out to all games libraries in Slovenia. We also do-
nated the jigsaw puzzle to all participants in the competition, in which more than 450 children
participated with their drawings on the topic of a beautiful world. The winning team visited the
premises of RTV Slovenia and got to know how the cartoons were created. We helped co-create
the first energy electronic magazine, entitled E-stik, which is also available online. We prepared
an electronic version of the monograph Renewable Energy Sources in Slovenia, which is suitable
for all electronic book readers.

Analytical moni-
toring of energy
consumption
and behaviour of
households

Borzen participated in the pan-Slovenian research on energy efficiency, entitled REUS. REUS
is a systematic survey of various aspects regarding the energy management in households
in Slovenia. The survey covers both general energy management and energy use in buildin-
gs, the segment of electricity and transportation, including the comparisons with previous
research. Borzen, as a co-financier of the research, published the results on its website and
at the event that took place at the Energy Chamber of Slovenia at the end of November 2017.

Call for reimburs-
ing part of the costs
for the implemen-
tation of educa-
tional projects for
young people

Borzen launched the Call for reimbursing part of the costs for the implementation of educational
projects in the field of RES and EE for young people. The subject of the call was the reimburse-
ment of part of the costs for the implementation of educational projects in the field of RES and
EE intended for children from the fourth to the ninth grade and secondary school students in
the Republic of Slovenia. The primary purpose of the notified project was to prepare a practical
demonstration of performance or otherwise highlight the benefits of the efficient energy use and
energy production from renewable sources. The selection commission chose five best projects.
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player in the

Slovenian

and European
energy podium.

Among other things, we received
an awards given by the Slovenian
financial newspaper Finance at the
Energy Days Conference for the best
promotional RES and EE project in
2017 (for the informative series Eko
utrinki — “Eco Glimpses”) as voted by
online users..

In the »Best of the Best« programme,
organised by AmCham Slovenia,
Borzen participated with its informa-

tive series Eko utrinki (»Eco Glimp-
ses«) and environmental cartoons
Lepsi svet (»A Better World«). In the
category »Motivation«, we took third
place, which shows that Borzen was
recognised as an excellent business
practice in the company of great na-
mes among the leading economic
companies in Slovenia.

The field of information provision,
awareness raising and training is a

great opportunity to provide infor-
mation on renewable energy sou-
rces and efficient use of energy to
the widest possible range of people
and thus contribute to raising aware-
ness and knowledge on both topics
and empower various target publics.
In the future, we intend to implement
new projects in this area and add
new content to the existing ones.
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6. COMMERCIAL
ACTIVITIES

Within the framework of commercial activities in 2017, Borzen performed settlement and clearing services and IT
services for BSP Energy Exchange.

As part of the clearing of transaction on the energy exchange, Borzen mainly performs the following services:

. Calculation of financial liabilities and receivables;

- Determining the net balance of financial receivables and liabilities by offsetting reciprocal claims and liabilities;
. Financial settlement of transactions;

- Financial guarantee management;

- Performing counterparty tasks in the process of market coupling;

- Administration for the energy exchange members.

Within the commercial activities, the RRM - REMIT reporting service is also defined in the financial part, although it is
already covered in the fourth chapter of this report.
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7. SUSTAINABLE
DEVELOPMENT

We are aware that we are leaving a sus-
tainable footprint for the future. We are
building it with small actions; today we
are creating tomorrow’s yesterday. We
understand the sustainable development
as a commitment towards sustainable
operations of our company, as well as the
efforts of each of our employees to contri-
bute to a better world through their work
and in the service of society. Too ambi-
tious? Maybe. Feasible? By all means.

We perceive social responsibility as
our company’s responsibility for the im-

pacts of our decisions and activities on
a wider society and environment. With
our transparent and ethical conduct,
we:

contribute to sustainable develop-
ment, including health and prospe-
rity of the country,

take into account the expectations
of our stakeholders,

comply with the applicable legis-
lation and international norms of
operation,

ourtransparent and ethical conduct

71 OUR EMPLOYEES

We are aware of how important people, the employees, are for the success of the company. Therefore, we take care
of their personal and professional growth. We strive to create a working environment in which working demands and
results are combined with our employees' satisfaction, motivation, commitment and good interpersonal relationships.

711 INTERNAL ORGANISATIONAL CHART OF THE COMPANY

ECONOMIC DIVISION

e Finance and accounting
Marketing

Clearing services
Investment management

Figure 20: Internal organisational chart of Borzen

GENERAL MANAGER

e Internal audit

e Advisor to the general manager

e  Procurement/Public procurement
e Project office

e Reception office

ENERGY DIVISION

e Market Operator
e The Centre for RES/CHP
Support
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is integrated in our whole company
and implemented in our relations.

Borzen is one of the first companies in
Slovenia and one of the first compa-
nies in the electricity sector the proud
holder of the Corporate Social Respon-
sibility Certificate, which represents a
socially responsible concept of mana-
gement. We obtained the certificate in
the field of organisational management
(level B) and community involvement
and development (level A). On the ove-
rall level, Borzen achieved level B.

GENERAL AFFAIRS

e Information technology

¢ Administration and admin-
istrative operation

e Legal affairs

e Human resources
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71.2 HR INDICATORS
NUMBER OF EMPLOYEES

Atthe end of 2017, Borzen employed
30 employees. Compared to the end
of 2016, the number of employees
decreased by one employee.

The average number of employees
in 2017 equalled 30 employees and

decreased by 2 percentage pointsin
comparison with 2016.

27 %

26 - 35 years

At the end of 2017, the share of fixed-
-term employees accounted for 3 per-
cent of all the employees and decrea-
sed by just over 6 percentage points
compared to the previous year.

56 %

13%

36 - 45 years 46 - 55 years

Figure 21: Age structure of the employees in percentage as at 31 December 2017

STRUCTURE BY GENDER

There were 17 men among the
employees at Borzen, accounting for
57 percent of all the employees, and
13 women, which equals 43 percent
of all the employees in the company.

43 %

Compared to the previous year, the
gender ratio slightly changed. Na-
mely, the share of female employees
decreased by 2 percentage points,
whereas the share of male employe-
es increased by 2 percentage points.

Women B Men

Figure 22: Gender structure of the employees as at 31 December 2017
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AGE STRUCTURE

The average age of the employe-
es was 39 years. The age structure
displayed in the chart below shows
that most of the employees belong
to the 36-45 age group (56 percent),
which is followed by the 26-35 age
group, with 27 percent of all the
employees.

3%
56 - 65 years

57 %
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EDUCATIONAL STRUCTURE

Level Title of professional education 2016 Share in % 2017 Share in %
VIII/2 Doctor’s degree 1 3 1 3
vii/1 Master's degree 3 10 3 10
Vil University education 18 58 17 57
Vi/2 Four-year tertiary professional education 6 19 6 20
VI/1 Two-year tertiary professional education 2 7 1 3
\') Secondary education 1 3 2 7
Total 31 100 30 100

Table 25: Educational structure in shares as at 31 December 2016 and 31 December 20167

Most employees have the seventh level of education, namely 57 percent, which is followed by the four-year tertiary
professional education (20 percent) and Master’s degree (10 percent).

7% 3%

“' 10 %

3%

20 %

57 %

m Doctor's degree (VIII/2) Master's degree (VIII/1) University education (VII)
m L4-year tertiary professional education (VI/2) W 2-year tertiary professional education (VI/1) ® Secondary education

Figure 23: Educational structure of the employees as at 31 December 2017
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71.3 DEVELOPMENT OF THE EMPLOYEES

MOTIVATION

The development of the compe-
tences of the employees, targeted
guidance, directed two-way com-
munication and other tools have
generated an adequate level of
motivation and commitment among
employees. Special attention is pla-
ced on the immaterial remuneration
such as integration into various pro-
jects, working groups and similar that
additionally motivates the staff.

ORGANISATIONAL CLIMATE

We recognise the importance of a
positive organisational climate within
the company. Thus, in 2017, we once
again carried out an analysis of the
organisational climate and work ethi-
cs of the employees in the company.
Compared to 2015, the organisatio-
nal climate and work ethics decrea-
sed from 4.33to 4.31(with 6 being the
highest value), which is a statistically
insignificant change. The overall as-
sessment of the organisational clima-
te equalled 72 percent (out of a 100

percent), where the highest ranking
criterion was in the field of professio-
nal qualification and knowledge with
80 percent, which was followed by
the criterion of innovation and initiati-
ve with 77 percent. Based on the ob-
tained results, we prepared an action
plan of the activities in this area, with
which we want to positively contri-
bute to the employees' work ethics.

EDUCATION

It is of key importance to Borzen to
employ people who are professio-
nally educated and qualified to per-
form the tasks. Employment is there-
fore upgrading careful staff planning
and development. Every vyear, an
annual educational plan is elabora-
ted covering the educational needs
of the employees and following the
strategic objectives of the Company.
The educational plan focuses on
individuals covering the necessary
content and taking into account indi-
vidual wishes that are in line with the
goals of the Company. The employe-
es attend various seminars, courses,

71.4 COMMUNICATION WITH THE EMPLOYEES

The regular annual interviews with
the employees are a tool to establish
performance of individuals in the past
and to recognise their competences
in the future. The content of these
annual interviews is an in-depth con-
versation focusing on current tasks,
the work performed and the results,
objectives and tasks for the future pe-
riod as well as on the individual’s per-
sonal growth and professional path.

The employees are promptly infor-
med of the activities within Borzen
via the Intranet, e-mail and various
formal and informal meetings. They
can take part in the formation of the
company’s objectives and can freely
express their opinion and at the level
of the company an open-door policy
has been applied.

Annual Report 2017

www.borzen.si

training sessions and conferences.

Already acquired knowledge and
education can be upgraded and im-
proved with in-service training. The
employees are very interested in
further schooling to acquire higher
formal educational level. Borzen
supports this kind of personal growth
with training leave. In 2017, there
were four employees integrated into
study programmes to obtain a higher
educational level.

The company takes care of the inter-
nal knowledge transfer among the
employees and of the presentations
of new procedures in operations.
Training sessions and educational
programmes are organised in the
head office in the fields that are im-
portant to the majority of employees.

Professional literature and member-
ships within professional associa-
tions in which informal transfer of
knowledge occurs, also represent an
important aspect of the development
and education of the employees.

We believe good communication is
necessary between the levels in the
Company as well as quality commu-
nication within the team. This is also
the focus of our on-line communica-
tion, which is also reflected in regular
team-building programmes.
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71.5 CARE FOR THE EMPLOYEES

OCCUPATIONAL HEALTH AND
SAFETY

Borzen provides all the employees
with safe, healthy and pleasant wor-
king environment. All new processes
and projects include developments
in the field of health and safety at
work and fire safety. Risk assessment
was prepared for every job and all
measures are prescribed that ensure
adequate safety of the employees.
Risks are periodically assessed and
maintained at an acceptable level
with suitable safety measures and
at the same time the employees are
provided with advanced and user fri-
endly technology and materials.

Regular periodical medical examina-
tions are organised in order to ena-
ble monitoring of the health status
and the ability to perform tasks. The
rate of sick leave in the Company
is negligible. The reason for this is
the address of health issues of the
employees and preventive mea-
sures to maintain the health status.

FAMILY FRIENDLY ENTERPRISE

We are aware that coordinating pro-
fessional and family life represents a

challenge of ever increasing propor-
tions. Thus, from 2010 onwards, we
have been striving to positively tac-
kle the challenges of a reconciliation
of professional and private life, which
we achieved within th