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What did the MVM Group achieve in 2016?

We have a busy and successful year behind us. With our new strategy, we have
laid the path we must follow for further growth.

What are the main milestones of the new medium-term group-level strat-
egy?

Our primary goal continues to be to provide cheap and reliable natural gas and
electricity to the Hungarian population and the corporate sector. In order to
maintain this and to ensure the further growth of the MVM Group, we intro-
duced our new strategy until 2020 in April 2016. Accordingly, it is important

that in addition to continuous innovation we provide responsible, sustainable
and secure energy supply and energy services to our partners. It is essential to
be more active than ever on international markets, to take part in innovation in
Hungary and to be key players in renewable energy generation in Hungary. Our
goals are clear, and our excellent expertise, stable financial situation and diverse
relations are given for achieving all what we have set as goals for ourselves.

Could you mention examples of
the achievement of the foregoing?

Last year we opened foreign repre-
sentative offices in Moscow, Brussels
and Bratislava in order to promote
our international activities. We
launched our startup incubator com-
pany, Smart Future Lab Ltd., which

is constantly looking for and trying
to find new business opportunities.
With the MVM EDISON programme,
we set our feet in the area of inno-
vation representing the future. In
addition, our first solar power plant
project was implemented in 2016,

such facilities are expected to be
increasingly present in the portfolio
of the MVM Group in the future.

| would like to point out that sustainability is key for us. With the efficient
operation of the Paks Nuclear Power Plant, our ever-expanding renewable
capacities, the diversified portfolio of Hungarian Natural Gas Trading Ltd. and



the professional operation of the natural gas storage facilities by Hungarian
Natural Gas Storage Ltd., we can guarantee sustainable energy supply to
Hungary in the long run.

In addition to the new strategy, the MVM Group also changed its corpo-
rate identity. Why was it necessary?

The renewal of our corporate identity was essential: our new strategy had
clearly identified the new direction, which we could not have been able to
authentically represent with the old corporate identity. Our current corporate
identity is modern, clear and can be well used. Our visual appearance appro-
priately represents our successful, complex activities and ambitious and inno-
vative plans and, in addition, it is also competitive internationally.

What business achievements in 2016 would you highlight?

In addition to the above-mentioned examples, | would perhaps point out the
following without aiming to give an exhaustive list. We successfully expanded
the activities of MVM KONTO, so we founded National Business Service
Provider Ltd. together with Hungarian State Holding Company. After its record
output in 2015, the Paks Nuclear Power Plant could again put down an output
record: the four units generated a total of 16,053.9 GWh of electricity in 2016,
which was 51.3% of the gross domestic output. Through the LTE450 mobile
data network development project, mobile technology was also added to

the services of MVM NET in 2016. Furthermore, | would like to point out the
exemplary cooperation between MVM ERBE Ltd. and MVM OVIT Ltd. With
their outstanding expertise and efficient work, ERBE and OVIT support, among
other things, the work of MAVIR and the Paks Nuclear Power Plant, and also
work for large international companies with their marketable services. At the

end of 2016, one of our most important strategic objectives was achieved: we
directly reached out to residential consumers. As investors, we got into the
business of providing utility services. With the help of MVM Ltd., NKM National
Utilities Ltd. (then known as First National Utility Provider Ltd.) was able to
purchase DEMASZ, an electricity distribution company. With this, our company
acquired a 50% interest in the utility holding.

Significant business progress has also been made at the international level.
We also examined several foreign markets in 2016. As a result of talks, a
Romanian affiliate will be soon added to our portfolio. We continue to look for
investment opportunities in the Central and Eastern European region. We pay
special attention to the Slovak, Czech and Romanian markets, and the Western
Balkan countries may also be of interest to us.

How does the MVM Group look like in figures in 2016?

Our Group had a sales revenue of HUF 1,034.149 billion in 2016. This was
associated with an EBITDA of HUF 110.782 billion, which exceeds the amount
achieved in 2015 by HUF 3.263 billion. The MVM Group's profit after tax amounted
to HUF 48.426 billion in 2016. At the same time, we paid more than HUF 130 billion
to the Hungarian state budget in different in various tax types and fees.

What do you think is the key to the success of the MVM Group and what
challenges do you see for the Group and the energy sector?

In my opinion, the secret of our success is the efficient business, professional
and human cooperation within the MVM Group and the fact that we can
innovate, renew ourselves and enter new areas very quickly relative to the size
of the company.



Our task is to shape the MVM Group into an even more dynamic, innovative
and smoothly operating Group and to further develop its environmental and
economic sustainability. Therefore, we constantly monitor and improve our
company, since the challenges we face can be much more easily overcome
with excellent professional competence and efficient operation. Our clear goal
is to increase our revenue-generating ability, and this essentially requires
organic growth, expansion
through acquisitions and
the streamlining of costs.

It is essential that we be
the best in what we do. This

attitude must permeate our organisation. This is particularly important for our
business achievements, because the energy price drop did not stop.

Those will be successful in the energy sector who can efficiently take
advantage of so far untapped synergies, for example, who can connect certain
value-creating services. It is important to note that the MVM Group is not
merely a large energy company either. We provide services to an increasing
number of state-owned and market customers in the areas of finance, security,
telecommunications and information technology. Market competition will
become keener in several areas, including renewable energy generation,
‘smart’ solutions and conventional energy supply to households. At the same
time, for example, the acquisition of positions has already begun in e-mobility.




New output record
The four units of the Paks Nuclear Power
Plant had a total electricity output of

16,053.9 GWh

Total quantity of water used in the MVM
Group

2,638,570.98 thousand m?

136
bird diverters (KS type)
were mounted on
transmission lines

Energy used in the MVM Group for
generation purposes (TJ)/ Electricity
generated (TJ)

0.338

MVM Group
average headcount

8,142 persons

Total expenditure associated with the en-
vironmental measures and projects of the

MVM Group

HUF 3.73 billion

The proportion of domestic suppliers is

94.46%

Number of fatal or serious accidents
at work

0

Successful certification at
15

companies under the
ISO 50001 standard




The MVM Group has prepared its Integrated Report presenting its economic,
environmental and social performance on the basis of the Global Reporting
Initiative (GRI)' G4 Guidelines, also with regard to sector-specific guidelines
applicable to the energy, oil and gas industries. The information about its
sustainability performance relates to the calendar year. The period of reporting
is 1 January to 31 December 2016. The report is published annually.

The economic, environmental and social subjects considered important by
the internal and external stakeholders of the MVM Group, identified by the
Stakeholder Forum in 2016, provide a framework for the Report. At the Forum,
stakeholders evaluated the importance of economic, environmental and social
subjects with their votes on a scale of 1 to 5. The results of the consultations
and the materiality test are presented in a Materiality Matrix.

In addition to the material criteria identified at the Forum, the subjects
considered by the organisation responsible for drawing up the Report to be

significant for the operation of the Group are also presented in the publication.

! Global Reporting Initiative; www.globalreporting.org

2

globalreporting.org/resourcelibrary/GRIG4-Part1-Reporting-Principles-and-Standard-Disclosures.pdf).

The Integrated Report was prepared on the basis of the GRI G4 Guidelines,
which attained the ‘Core’ level of compliance.? Nonetheless, the Report has a
considerably larger information content than the details expected by the GRI
to be provided in ‘Core’ reports. This Integrated Report was approved by the
Management Board on 13" November, 2017.

The findings of the certification performed by an independent third party, RTG
Corporate Responsibility Consulting Ltd., are set forth in the Certification Letter.

The findings of the audit completed by KPMG Hungéria Ltd. as an
independent party in relation to the consolidated balance sheet, consolidated
profit and loss account and consolidated cash flow of MVM Hungarian
Electricity Ltd., inserted into the Integrated Report of the MVM Group, are

set out in the ‘Independent Auditor’s Report on the Consolidated Financial
Statements' inserted in the Annex to this Report.

More information is provided about the levels of compliance with the GRI G4 Guidelines in the document entitled ‘GRI Sustainability Reporting Guidelines, Reporting Principles, Standard Disclosures’ (https://www.
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The information published in the Integrated Report is based on documented
measurements, calculations and reports filed with, and records kept by, the
authorities. The information stated contain data on the companies of the MVM
Group; any deviation from this is indicated when the economic, environmental
and social information is provided. The Report includes information relating

to previous periods to an extent required for the presentation of changes over
time (time series/trends).
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The locations of the data contents of the important economic, environmental
and social subjects under GRI G4 EUSD® and OGSD* identified in the MVM
Group are shown by the GRI Content Index in the Integrated Report.
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Bearing in mind environmental considerations, the MVM Group publishes
its Integrated Report only in electronic form. The Reports prepared in the
previous years® are available on the website of MVM Ltd.¢ If questions arise
in the minds of the readers of the Report about certain subjects, they wish to

form an opinion, or perhaps they have comments or proposals, they may send
them to the mvm@mvm.hu email address.

- —
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|

GRI G4 Electric Utilities Sector Disclosures
GRI G4 Oil and Gas Sector Disclosures
The last report was published in 2016.

http://mvm.hu/professional-information/annual-reports/?lang=en
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About the MVM Group

STRATEGY
Csaba Fekete, Director for Regulatory Relations of MVM Ltd

As a result of simultaneous, fast-paced technological advances in a number of fields of the energy industry (generation,
storage, use, network operation and trade), traditional business models are being drastically transformed.

Changes are also brought about by certain regulatory steps taken on the energy market and

climate protection measures.

All these result in a much more competitive environment than before, where, in addition to current competitors,

we also have to compete with a number of agile, new entrant companies from outside the traditional energy industry in
the areas of the establishment and operation of capacities, trade and other services.

Therefore, new challenges and opportunities arise on the energy market which the MVM Group has to give appropriate
answers to, relying on the guidelines specified in its strategy.

The MVM Group developed its strategy for the 2016-2020 period with the intent to protect its existing market position through,

among other things, increasing its operational efficiency and to enter new, value-creating growth areas arising in a dynamically

changing environment.The MVM Group Strategy reflects the Shareholder’s requirements,

takes into consideration the evolving trends of the Energy Union, explores market opportunities and ensures the success of the MVM
Group also in a dynamically changing environment.

In order to further increase its future profit-generating capacity, the MVM Group is constantly taking steps also in the areas of energy
innovation, renewable energy generation and international and regional expansion.




STRATEGY

The success of the MVM Group is affected by the general situation of the
world economy, developments in the energy market and national economic
circumstances through a number of factors.

Significant changes took place in the world economy in 2016. Growth remains
low in the eurozone, and the political developments in the past period (Brexit,
Italian referendum) have created a bearish, uncertain investment sentiment.
The economic growth rate in Hungary dropped slightly in 2016, primarily

due to the poor industrial performance and a decline in investments, which
were mostly compensated for by an upturn in residential consumption, the
expansion of the services sector and a positively evolving external balance.

As a result of a turbulent change in energy markets, the traditional energy
models are drastically transformed and stronger competition develops, which
energy companies also have to adapt to. As a result of a dynamically changing
set of conditions, electricity market operators turned, firstly, to lower risk
projects and business areas (such as subsidised energy projects and regulated
markets providing stable profitability) and, secondly, to new, innovative
technologies and complex consumer solutions. In addition, significant energy
market operators (E.ON and RWE) decided to split their traditional generation
portfolio and new, innovative and customer-oriented business units, creating
organisations with cleaner activity profiles.

Intra-day trading launched by HUPX Ltd. in 2016 was an important milestone
in the development of the Hungarian electricity market. With its expansion,
generators and traders can optimise sales and their market performance can
improve. In addition, due to cross-border capacities expanding as a result of
new interconnection electricity transmission lines implemented as Projects

of Common Interest (PCls) on the basis of the agreement of the Hungarian
and Slovak system operators, stock market electricity prices in Germany and
Hungary may get closer to each other even in the medium run.

The operation of the MVM Group is essentially regulated by Act LXXXVI of
2007 on electricity (the ‘Electricity Act’) and its related decrees as well as Act
XL of 2008 on natural as supply (the ‘Natural Gas Supply Act’) and its related
decrees. The provisions of this legislation are continually amended.

In the following years, the subsidisation of domestic renewable electricity
generation projects will be determined by a new, operating subsidy scheme
for the generation of electricity from renewable energy sources (METAR). The
amendment of the Electricity Act providing grounds for the METAR scheme
was promulgated on 23 June 2016. The Hungarian Energy and Public Utility
Regulatory Authority (the ‘MEKH') is expected to invite the first auction tenders
for power plants over 1 MW in 2017 at the request of the Minister for National
Development. The scheme of brown premium and demonstration projects can
be launched in the second half of 2017, at the earliest (after the closing of the
EU notification procedure).

A cost review for the next 4-year price regulation cycle between 2017 and
2020 took place in 2016 (on the basis of the Electricity Act and the Natural
Gas Supply Act). As a result, new rates apply to electricity and natural gas
use-of-system, connection and special fees from 1 January 2017 (Decree No
10/2016 (X1.14.) of the MEKH on the rules for the application of electricity use-
of-system fees, connection fees and special fees; Decree No 15/2016 (XI1.20.)
of the MEKH on the rates of electricity use-of-system fees, connection fees
and special fees; Decree No 11/2016 (XI.14.) of the MEKH on the rules for the



STRATEGY

application of natural gas use-of-system fees, special fees and connections
fees; and Decree No 13/2016 (XI1.20.) of the MEKH on the rates of natural gas
use-of-system fees, special fees and connection fees). Simultaneously with the
change of rates, the price elements of universal services were also reviewed,
indexing the end user prices (Decrees Nos 67 to 72/2016 (XI1.29.) NFM of the
Minister for National Development).

On 30 November 2016, the European Commission published its package of
measures ('Clean Energy Package’) that aims to ensure the competitiveness of the
European Union also on a global energy market that has changed as a result of
transition to clean energy. The discussion of the entire package of measures in the
European Parliament and the Council of the European Union may take up to two
years, thus the whole package of legislation is expected to enter into force around
2020, at the earliest. Due to the significant impact of the package on the electricity
market, MVM Ltd. continuously monitors developments in order to ensure that, if
warranted, it will join the legislative process both at national and EU level.

The public is becoming increasingly aware of energy issues. An increasing
number of people apply the practical solutions of energy efficiency by
upgrading their lighting, household appliances and buildings, and the
spread of this know-how among the general public gradually activates
passive energy consumers and ‘transforms’ them into customers who

have needs and ideas. As a result of technological development, energy
innovations become available to the general public as well. As solar panels,
battery storage facilities and electric cars become part of everyday life and
even enter homes, electrical energy technology has become tangible for the
general public.

Digitisation has reached a wide range of society, and with the help of
mobile devices, not only communication opportunities increased, but also
the possibility of other services supporting everyday life through integrated,
multi-platform, customised and immediately available solutions.

As a result of the changes, the responsibility taken by the users for the
environment also becomes stronger, they become more conscious energy
users and increasingly require value-added services. For many, power
generation at home has come within their realistic reach, which allows them
to take part of their energy supply into their own hands.

As a result of technology-driven cost reduction, new or existing solutions, which
had however been viable so far only with subsidies have become marketable.
Their application fundamentally transforms traditional power supply value chains.

As a result of the fast-paced technological development of wind and solar
power plants and a significant drop in their costs, they represent an important
part of newly built power plant capacities. In addition, household and, more
generally, small photovoltaic projects substantially affect retail or even business
customer needs for energy services (storage of power generated by own solar
panels, home energy management system, etc.).

An increasing range of equipment is becoming available on the market, e.g.
the spread of battery and power-to-gas energy storage among the public is
expected in the near future. Further efficiency improvement is expected in the
area of renewable electricity generation technologies, in particular, photovol-
taic systems.



STRATEGY

The development of energy technologies is permeated by the new,
digitisation solutions of the information and communication sector. The big
data, cloud computing, internet of things (loT) and real-time information

flow not only make existing processes more efficient, but may also represent
new opportunities for value creation. Through digitisation, technologies and
methods previously used in energy systems gain new momentum, such as
demand side management (DSM). The convergence of energy and information
technology supports the establishment of a smart grid. One of its important
elements is the production of appropriate measurement data.

Even in the broader sense, further synergies can be attained in operational
control and asset management by the improvement of data flow between the
components of the energy system and by the optimisation of maintenance
(e.g. preventive maintenance). Therefore, smart grid applications made
possible by smart metering contribute to maintaining the balance between
demand and supply, improving the quality of network services, increasing
consumer awareness, ensuring the sustainability of energy systems, increasing
business value creation, improving trading activities and devising increasingly
sophisticated products and services. At the same time, remotely accessible
systems communicating with each other increase the risk of vulnerability and
make issues related to IT security and user privacy concerns more pronounced.

In response to the challenges and opportunities posed by the listed changes,
appropriate, innovative business solutions must be devised, and one must
even be in the vanguard in placing technological developments on the market.
Serving market innovations and changing customer needs and supporting

7 Compared to the expected value in 2030 based on BAU.

product development and sales channels also require the further development
of business and IT competence.

The Paris Climate Convention reached at the end of the 2015 was ratified by the
European Parliament (EP) on 4 October 2016. With it, the number of signatories
to the Convention surpassed the threshold required for its entry into force. The
objective of the Convention is still to put greenhouse gas emissions by human
activities on a declining path, by which it can be achieved that the average
global average temperature will increase less than 2°C (or even possibly 1.5°C).
The direct consequences of the Paris Convention are only to be expected after
2020, but it may significantly affect European energy policy even before. As

a result of the Convention, the European Commission (EC) proposed in the
Clean Energy Package that further commitments be made; among other things,
it increased the 27% energy saving target to 30% 7 by 2030 (by 3 percentage
points), and wishes to further strengthen Europe’s leading role in the field of
renewable energy technologies by regulatory changes.

Increasing the share of renewable energy also forms part of climate protection
measures. Under the provisions of Directive 2009/28/EC, renewable energy
sources will have to cover 13% of gross energy use in Hungary by 2020. The target
of the National Renewable Energy Utilisation Action Plan prepared in accordance
with the Directive is even more ambitious: it has set a target of 14.65%. Within this,
the Action Plan has set a 10.9% share of renewable energy sources in electricity
generation. The METAR scheme is to provide incentives for achieving it.



OPERATION

The holding led by
Group' as of 1 June 2007. The legal framework system for the transformation

has been operating as a ‘Recognised Corporate

of the management system was established by Act IV of 2006 on Business
Associations (Companies Act), which was transferred also into Act V of 2013 on the
Civil Code, which currently sets out the legal regulation of business associations.
The introduction of the institution of ‘Recognised Corporate Group’ makes

it possible for companies that are independent, i.e. have a parent company-
subsidiary relationship but, in a business sense, are nevertheless under joint
control, to operate under a single business policy concept.

This means that the dominant member of the Recognised Corporate Group
performs the management of the companies of the Group by using a single set
of means and instruments in order to achieve the strategic goals of the Group.

In the course of transformation into a Recognised Corporate Group, agreements
were made to regulate the cooperation between the parent company and the
controlled companies, and the executive bodies of the companies amended

the memoranda of association of the companies concerned. Aimed primarily at
ensuring efficient business operation at the group level, the management system
also represents a modern instrument for improving the competitiveness and
increasing the value of the Group. At the same time, it does not affect the licensed
activities of the individual subsidiaries in any way. Due to this legal institution, the
parent company, MVM Ltd., coordinates the business activities of the subsidiaries
of the Group in possession of a uniform, efficient management tool system.

MVM Hungarian Electricity Private Limited Company (MVM Ltd.)

MVM Paks Nuclear Power Plant Private Limited Company (MVM Paks Nu-
clear Power Plant Ltd.)

MVM OVIT National Power Line Private Limited Company (MVM OVIT Ltd.)
MVM Partner Energy Trading Private Limited Company (MVM Partner Ltd.)
MVM GTER Gas Turbine Power Plant Private Limited Company (MVM GTER Ltd.)
MVM MIFU Miskolc Central Heating Plant Limited Liability Company (MVM
MIFU Ltd.)

MVM North Buda Cogeneration Power Plant Limited Liability Company
(MVM North Buda PP Ltd.)

MVM ERBE Power Engineering & Consulting Private Limited Company
(MVM ERBE Ltd.)

MVMI Information Technologies Service Centre Private Limited Company
(MVMI Ltd.)

National Business Service Provider Private Limited Company (National
Business Service Ltd.)

Vértes Power Plant Private Limited Company (Vértes Power Plant Ltd.)
ATOMIX Trading and Service Limited Liability Company (ATOMIX Ltd.)
ENERGO-MERKUR Electricity Trading and Service Limited Liability Company
(ENERGO-MERKUR Ltd.)
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MVM Hungarowind Wind Power Plant Operating Limited Liability Company
(MVM Hungarowind Ltd.)

MVM NET Telecommunications Provider Private Limited Company (MVM NET Ltd.)
MVM HOTEL PANORAMA Limited Liability Company (MVM Hotel Panorama Ltd.)

The is a competitive, future- and customer-oriented Group, which
provides responsible, sustainable and secure energy supply and energy-related
services, accompanied by continuous innovation, to its partners, while taking
an important role with its activities in the implementation of the Government's
energy policy objectives. The operations of the MVM Group cover the business
areas of electricity generation, electricity transmission system operation,
electricity trade, natural gas infrastructure, natural gas trade, technical services,
and information and communication.

MVM BSZK Security Service Centre Private Limited Company (MVM BSZK
Ltd.)

MVM Oroszlany Power Plant Development Private Limited Company (MVM
Oroszlany Power Plant Development Ltd.)

Based on its sales revenue, the nationally owned Group is the 4th and 33rd
largest company in Hungary and Central Europe, respectively. In addition to
its prominent role in the economy, the MVM lays more emphasis than ever on
supporting research, development and innovation and expanding renewable
energy sources.
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Foreign market presence of the MVM Group*

Manufacture of power plant machines: Austria, Finland, Germany, Sweden
Establishment of substations and refurbishment: Czech Republic, Germany
Design of transmission lines: Austria, Czech Republic, Jordan

Power generation: Romania

Representation abroad: Belgium, Russia, Slovakia

*In the case of MVM OVIT Ltd., the manufacture of steel structures requested by Customers and the manufacture of power plant machines always took place on the company’s own sites (Géd and Kiskunfélegyhéza) in Hungary in 2016.

INTEGRATED REPORT | 2016

Trade: Austria, Bulgaria, Czech Republic, France, Croatia, Poland, Macedonia, Germany, Romania, Serbia, Slovakia, Slovenia

Manufacture of steel structures: Austria, Czech Republic, The Netherlandsa, Poland, Germany, Romania, Sweden

The manufactured products were then shipped to the listed destination countries. The foreign countries from which orders were received by these two business units are listed in the two columns.

It is a high-priority goal in the medium-term strategy of the MVM Group to
strengthen the international presence and visibility of the Group. To this end,
MVM Ltd. opened foreign representative offices in Brussels, Moscow and
Bratislava in 2016.

The Brussels representative office of MVM Ltd. provides decisive advocacy
presence in Brussels directly through EU institutions and through active
engagement in advocacy organisations. In addition, it builds active bilateral
relations with large companies and consultants affected by the activities of the
MVM Group.

The Moscow representative office contributes to strengthening the advocacy
presence of MVM Ltd. in Russia, the development of cooperation with
Russian companies and prominent State-owned energy institutions, and the
establishment of relevant business relations.

The Bratislava representation office of MVM Ltd. helps the regional expansion
of the MVM Group in Central Europe, for which complex objectives are set,
and helps strengthen energy cooperation between the V4 countries.

In addition to the foreign representation offices of MVM Ltd., the MVM Group
appears on foreign markets through the activities of MVM Partner Ltd. and

mﬁ
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its foreign subsidiaries and branch offices, MVM OVIT Ltd., Hungarian Gas
Trade Ltd., MFGK Austria GmbH, MFGK Slovakia s. r. 0. and Hivatalos S.R.L. In
addition, MVM Ltd. established the company MVM International AG in August
2016 with the aim to provide knowledge management and training services
to foreign partners under various international agreements and cooperation,
relying on several decades of extensive professional experience within the
MVM Group.

The Group operates in the following countries through its subsidiaries and
branch offices: Croatia, Macedonia, Serbia, Switzerland, Romania, Austria,
Slovakia and the Czech Repubilic.

In 2016, there was no foreign citizen employee in the senior management

at the sites of the MVM Group significant in terms of headcount (senior staff
subject to Section 208(1) and (2) of the Labour Code). The proportion of locals
was 100%.

As holding centre, performs basically the strategic management
and control of the business organisations in its ownership. This sphere of
activities includes strategic planning and decision-making, the oversight of the
members of the Group, as well as the centralised financial management and
asset management activities of the holding company. Management-type tasks
are separate from activities that are subject to a licence (electricity generation,
system operation, electricity trade and transmission, natural gas trade,
operation of natural gas infrastructure, heat generation and activities related
to nuclear safety). In the case of MAVIR Ltd., management by the Shareholder
is performed within the ITO (Independent Transmission Operator) model, by
guaranteeing the operational independence of MAVIR Ltd. and under the
conditions approved by the Hungarian Energy and Public Utility Regulatory
Authority (the ‘"MEKH') and the European Commission.
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Power and heat generation and technical services

In expanding its generation portfolio, the Group gives priority to commercial considerations while enforcing the interests of system balancing and the security of
supply as much as possible.

Dr Janos Zsuga, Deputy CEO for Power Generation and Technical Management of MVM Ltd.

The generating and technical service member companies of the MVM Group significantly contributed to the success of the Group
in 2016, too.

The units of MVM Paks Nuclear Power Plant Ltd. generated a record quantity of electricity, 16,053.9 GWh in total, which covered
36.5% of domestic demand, while accounting for 51.3% of the domestic output. Due to the introduction of a 15-month fuel cycle, the
availability of the power plant was very high, 91.38%, which has not occurred in the history of the power plant so far. Unit 3 operated

non-stop, thus its performance indicator was 100%, which is unique among VVER-440 nuclear power plants. After the successful
lifetime extension of Units 1 and 2, Unit 3 of the nuclear power plant was also granted a licence by the Hungarian Atomic Energy
Authority (the ‘OAH’) on 19 December 2016 for an additional period of 20 years, while in the case of Unit 4, the licensing procedure
was launched in November 2016 in accordance with the plans.

At the instruction of the system operator, the gas turbine power plants operated at full load several times in 2016, with exceptionally
high, 98%, availability on average, thereby ensuring the continuous, safe and smooth operation of electricity supply to Hungary.

After the shutdown of the units of Vértes Power Plant Ltd. at the end of 2015, the natural gas-fired 37.5 MW heating plant of MVM

Oroszldny Power Plant Development Ltd. successfully took over the obligation to supply heat to the town of Oroszlany and the village
of Bokod as of 1 January 2016. As cogeneration facilities, MVM North Buda Cogeneration Power Plant Ltd. and MVM MIFU Ltd.
performed their tasks assigned to them in the interest of system-level balancing also to a high standard in addition to fully meeting

regional heat demand.
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MVM OVIT Ltd. actively participated in projects and upgrades increasing the availability of the Hungarian power transmission grid
also in 2016, and continuously strengthens not only its existing presence in western foreign markets, but also in eastern ones.

Using its experience and expertise accumulated over the past decades, the engineering service provider of the MVM Group, MVM

ERBE Ltd., actively participated in domestic power plant project tasks and project preparation tasks this year, too.

The organisation supporting the work of the Deputy CEO for Power Generation and Technical Management of MVM Ltd. underwent
major reorganisation in August 2016 in order to ensure that centralised and integrated cooperation between the power generation
and technical service member companies can be implemented in a process-based, more efficient organisational structure. In order
to provide quality and quick functional procurement and project support services, a new organisational unit was created for the
subsidiaries that belong to the management function, which is able to efficiently support the fulfilment of the expectations and

requirements set for the power generation and technical function.

In support of the contents of the Renewable Energy Utilisation Action Plan of Hungary, the MVM Group increased its renewable
energy source-based electricity generation portfolio in 2016, too. The 7.48 MW Uz Valley hydroelectric power plant, the existing 23
MW wind farm and the 10 MW photovoltaic power plant in Pécs, which started its commercial operation in March 2016, represents
a combined renewable energy source-based energy generation capacity of more than 40 MW in the Group. Established at the end
of the year, the Renewable Programme aims at establishing additional photovoltaic, biomass and landfill gas-based power plant

capacities, supporting the climate protection efforts of Hungary and the European Union.

According to industry forecasts, the specific capital costs of photovoltaic power generation equipment keeps decreasing. As a result,

it is realistic to consider that the number of generation units serving their owners’ own purposes will significantly increase in the

retail and industrial sectors, which will fundamentally modify the development of commercial electricity demand, i.e. the electricity
sales potential of public power plants. For this reason, it becomes essential to know and keep a record of the installed capacities and

electricity outputs of generation units from both a technical (system balancing, etc.) and market planning and commercial point of

view.
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As generator, the MVM Group also has a key role — through the

- on the Hungarian market. The nuclear power plant pollutes the
environment the least in comparison with other conventional electric power
plants, thus it is essential for the country from energy, environmental protection
and economic points of view alike. The nuclear power plant provides more
than 50 per cent of the electricity generated in Hungary.

The four VWER-440/213 reactor units of the Paks Nuclear Power Plant, which
belong to the group of pressurised water reactors (PWR), started their
operation between 1982 and 1987. As their name suggests, their original rated
electrical capacity was 440 megawatts, but it is now, due to improvements,
increased to 500 megawatts. Today, the total electrical capacity of the nuclear
power plant is 2,000 megawatts, and the thermal capacity of the reactors is
1,485 megawatts. Each reactor unit has three diesel generators.

With its new output record in 2016, the nuclear power plant greatly contributes
to the achievement of the strategic objectives of the MVM Group; through

its reliable output, it provides a guarantee for the long-term electricity supply
to Hungary. The nuclear power plant is a keystone of sustainable energy
generation, and its efficient operation is a guarantee for low-price electricity.

In addition to the new output record, the nuclear power plant has proven
that the continuous improvement of the safety level is an essential factor in
the improvement of performance. The results of two international audits that
took place in 2016 also confirmed that the operation of the Paks Nuclear
Power Plant was safe, and the level of safety culture was continuously
increasing.

Following international trends, in 2000 the nuclear power plant began to
prepare the extension of its lifetime by 20 years. The assessment carried

out during the lifetime extension project reached the conclusion that there
was no technical obstacle or safety limit that would prevent the extension

of the lifetime to 50 years in total (30 years of original lifetime + 20 years of
extension). Unit 1, Unit 2 and Unit 3 of the nuclear power plant were granted
a licence by the Hungarian Atomic Energy Authority (the ‘OAH’) on 18
December 2012, 24 November 2014 and 19 December 2016, respectively.
According to the licences, they may operate for an additional 20 years. In the
case of Unit 4, the specialists of the nuclear power plant launched the licensing
procedure in November 2016 in accordance with the plans.

has been performing only shutdown and reclamation
activities on its sites since 1 January 2016.

On 1 January 2016, the electricity and heat generating units of the

of Vértes Power Plant Ltd. were shut down permanently along
with their conservation and the maintenance of their condition. The electricity
generation activity of the power plant is suspended by the company (which
is possible for maximum 3 years). The carbon dioxide emissions permit of
the Oroszlany Power Plant was withdrawn due to legal rules. The company
performs its remaining activities on the basis of a final integrated pollution
prevention control licence and an environmental operating permit.

On the basis of a 2011 decision of the European Commission, Vértes Power
Plant Ltd. stopped coal production at the and began the

closure of the mine and the reclamation of the site on 1 January 2015. In order
to settle the employees’ fate, the company provided, in addition to severance

pay, re-employment and retraining aid.
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The environmental protection obligations relating to the closure of the
Markushegy Mine are set out in the permit issued by the environmental
protection authority, the provisions of which were fully complied with during
the reclamation activities of the Mine carried out in 2016. The Technical
Operations Plan for Mine Closure contains five main phases as follows:

Phase |: environmental assessment of underground voids and remediation
of excavation voids (completed in 2015);

Phase lI: the recovery of usable materials, machinery and equipment, then
steel safety devices found in the underground excavation voids for sales
purposes continued in 2016, the usable materials (process pipes, rails and
cables), machinery and equipment, then steel safety devices found in the
underground excavation voids were removed until 6 December.

Phase Ill: the backfilling and closure of the main excavation voids with
openings to the ground surface began on 7 December 2016.

Phase IV: demolition of surface facilities and sites or their conversion

for reuse and reclamation of the mining waste treatment facilities; the
demolition of the facilities began in August 2016 and has been ongoing ever
since.

Phase V: establishment and operation of the surface movement and
groundwater monitoring system of the mine closure activity; movement
measurements and subsurface water monitoring continued in 2016.

After the implementation of the necessary projects,

established on 27 June 2014 has been maintaining
heating supply to the town of Oroszlany and the village of Bokod as its respon-
sibility as of 1 January 2016, subject to compliance with the relevant environ-
mental regulations. The heating plant established by the company has three
hot water boilers and a total installed capacity of 37.5 MW, .

The MVM Group is also active in the Hungarian district heating market, where
it implements modern technologies to supply favourably priced and envi-
ronmentally sound district heating to the given region in Oroszlany, Bokod,
Miskolc and North Buda.
The principal activity of is combined power and heat
cogeneration. The heating power plants operated by the company (Tatér

utca Small Gas Engine Power Plant, Bulgérféld Small Gas Engine Power Plant,
Didsgydr Small Gas Engine Power Plant and Hold utca Small Combined Cycle
Power Plant) and the Tatér utca Heating Plant hold the licences required for
their operation. The primary energy source of the power plants is natural gas,
and direct emissions resulting from this are predominant. The facilities of

the company participate in heating supply to four heat districts in the city of
Miskolc. MVM MIFU Ltd. has a total installed capacity of 64.05 MW.

The company devised its power and heat generation structure in such a way that
it took into account the possibility of supplying geothermal heat to the district
heating system in Miskolc under a new agreement concluded with geothermal
heat generators Miskolc Geothermal Energy Ltd. and Kuala Ltd., which ensures
the achievement of the Rate of Return on Assets of MVM MIFU Ltd. specified in
the relevant decree of the Minister for National Development (currently 2%).

is engaged in combined power and
heat generation. It sells the heat to FOTAV Ltd. under a long-term heat supply
agreement. The heat energy generated meets the heat demand of the North
Buda Heat District. The heating power plant in operated by MVM GTER Ltd.
under a long-term operating agreement. MVM North Buda Power Plant Ltd.
has a total installed capacity of 49.98 MWe and 100 MW, .
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Among the activities of in addition to its core activities
(operation of power plant equipment and sale of reserve capacities), the Gas
Turbine Business Unit is responsible for carrying out upkeep and maintenance
works. The company operates four gas turbine power plants, of which three
(L&rinci, Litér and Sajoszdged) are owned by MVM Ltd. and one (Bakony

GT) by MVM GTER Ltd. The company has a total of nearly 600 MW installed
capacity, the vast majority of which is offered on the tertiary reserve capacity
market. In addition, the company also performs the management tasks of the
development and project activities of the GT power plants owned by MVM
Ltd. In addition, GTER is also responsible for performing the operational tasks
of the North Buda Cogeneration Power Plant.

was transferred to the MVM Group on 1 October
2016. MVM Ltd. purchased NRG Finance Ltd., which holds a 96.67% interest
in Réba Energy Supply Ltd., becoming the 100% owner of the former.
According to the company’s main activity, it supplies electricity, natural gas,
heat, industrial water, cooling and drinking water, and compressed air to its
consumers located on the company sites of Raba Vehicle Industry Holding plc
(three sites in Gy&r, Mér, Sarvér and Esztergom) and in their vicinity (about 50
consumers). It operates these production and distribution utilities as part of
its all-inclusive services. The company performs its activities with equipment

leased from Réaba Vehicle Industry Holding plc and NRG Finance Ltd. under a
long-term concession agreement concluded with the Rdba Group. It operates
25 MW of installed boiler capacity, a compressed air plant with a capacity of
300 Nm3/min, water abstraction wells with a capacity of 100 m3/h, and their
associated water treatment and storage systems.

was also transferred to the MVM Group on 1 October 2016
through purchase in such a way that MVM Ltd. purchased its 100% interest in
the company. The company has important assets. It holds a 96.67% business
share in Réba Energy Supply Ltd., it has three GE Jenbacher gas engines
(8.4 MWe in total), a wood chip-fired boiler with a rated capacity of 5 MW
and buildings serving technological purposes. It holds concession rights for
supplying the sites of the Raba Group, received in 2002, and the 'ESCO’ assets,
which were projects aiming at energy savings on the sites of the Raba Group
in 2003 to 2005. The company sells the capacity of the gas engines and the
electricity generated by them on the market of system-level services via the
Small Power Plant Balancing Centre operated by MVM Partner Ltd. It supplies
the cogenerated heat energy via Rédba Energy Supply Ltd. to meet the heal
energy demand of the Raba Group.
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Renewable generation

As part of the MVM Group, MVIVI Hungarowind Ltd. expresses its commitment to sustainable development and the protection of the environment. Based on
these principles, the company operates a wind farm with a total installed capacity of 23 MW in the vicinity of Sopronkévesd and Nagylézs in Gyér-Moson-Sopron
County and a solar power plant with an installed capacity of 10 MW in Pécs, which was established in 2016. The main activities of MVM Hungarowind Ltd. are
electricity generation and its sale to the Mandatory Off-take Scheme operated by MAVIR Ltd.

The installed electrical capacity and electricity output of the hydroelectric power plant owned by Hivatalos S.R.L. (its new name is MVM Future Energy Technology
S.R.L. as of 2017) owned in turn by MIVIVI Energy Romania 5.2.L were 7 MW_ and 16,067 MWh, respectively, in 2016.

Members of the conventional and renewable generation portfolio of the MVM Group (2016)

MVM Paks Nuclear Power Plant Ltd. MVM MIFU Ltd. MVM Hungarowind Ltd.
Vértes Power Plant Ltd. MVM North Buda Power Plant Ltd. MVM Energy Romania S.R.L.
MVM GTER Ltd. MVM Oroszlany Power Plant Development Ltd. Hivatalos S.R.L.

Réba Energy Supply Ltd. NRG Finance Ltd.
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® renewable = coal/biomass™ m natural gas m distillate oil/fuel oil mnuclear

coal/biomass* m natural gas mnuclear

* Vértes Power Plant Ltd. has not carried out electricity and heat energy generation and sales since 1 January 2016. It suspended this activity on the basis of the decision of the Shareholders’ Meeting of MVM Ltd. and Decision No

6549/2015 of the MEKH dated 31 December 2015.

As a member of the MVM Group is the establishment, installation
and operating company with the widest sphere of activities in the energy

industry in Hungary. It has been performing the establishment, maintenance

and development of high-voltage transmission lines and transformer stations for
six decades. The activities of this company with great traditions are essentially
associated with the Hungarian transmission network and domestic power plants,
but, in addition, it regularly undertakes establishment, maintenance, refurbishment
and upgrade tasks for domestic power distribution companies, railway companies,
large industrial consumers and foreign customers as well.

is the telecommunications member company of the MVM Group.
Ilts area of operation relies on three pillars. The company provides the internal

telecommunications network of the Hungarian Transmission System Operator
(MAVIR Ltd.) for technological purposes, which serves its transmission system
operation activities. In addition, the network of MVM NET Ltd. ensures the
faultless operation of, among other things, the government network, electronic
administration, the telecommunications system for serving parliamentary,
municipal and European Parliament elections, and several government services.
The third pillar is that MVM NET Ltd. provides telecommunications services

to its business customers by making use of the free capacities of its national

trunk telecommunications network. In addition to the largest and smallest
telecommunications companies and Internet providers, about its 50 business
partners also include cable television companies. The company has created a new
strategy and, in achieving the new strategic goals set, it carried out an intensive
process assessment aimed at operations optimisation in 2016, on the basis of which
the transformation of processes was started in order to achieve more efficient
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operation. In order to implement an IT data centre, MVM NET Ltd. established
MVM NET Data Centre Ltd. in June 2016.

participates
in the preparation, design and implementation of electricity and heat energy

As the engineering company of the MVM Group,

generation units, electricity transmission and distribution networks, and
information and communication projects required for their operation. The
Company has significant expertise also in the comprehensive licensing of
power engineering projects in Hungary. The references of the company include
both conventional large-scale coal, hydrocarbon and nuclear-based energy
generation and small-scale equipment, which mainly utilises renewable energy
sources (wind, biomass, biogas, landfill gas, solar power, etc.).

MVM ERBE Ltd.

MVM OVIT Ltd.
ATOMIX Ltd.

ENERGO-MERKUR Ltd.

is a subsidiary owned 100% by MVM Paks Nuclear Power
Plant Ltd. Its services (firefighting and cleanup; property and security guard
protection; transport and catering) are used essentially by its owner.

is a subsidiary of MVM OVIT Ltd. and is engaged primarily
in the trade of electrical fittings and cables.

is responsible for providing IT services to the companies of the
MVM Group and external customers, including the operation and development
of infrastructure and application systems as well as related customer service
and service management activities.

MVM NET Ltd.
MVMI Ltd.
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Trade and supply chain management (SCM) and new business areas
Balazs Vandor, Chief Commercial Officer of MVM Ltd.

The year 2016 essentially fitted in with the previously launched transformation trend, according to which the operating environment
of the European energy market appears to be fundamentally changing. The climate protection and market integration efforts as well
as technological innovations appearing on both the production and consumption side pose increasing challenges to energy market
operators established on traditional, national markets. Electricity wholesale prices showed a further drop in 2016, while natural gas
sources remained available to domestic operators only at a price premium compared to leading stock exchanges in the West.

The drop in product prices, consumer awareness and increasingly keen competition result in decreasing margins for energy traders,
which prompts the industry to increasingly shift towards value-added services.

As part of adapting to the ever-increasing competitive environment, in cooperation with Hungarian Gas Trade Ltd., MVM Partner Ltd.
entered the competitive natural gas retail market again as from the autumn of 2016, which allows the consumers of the MVM Group
to have access again to a comprehensive energy supply package. In addition, new organisational units will help devising innovative,
value-added services in the future, thereby laying the path for further development from traditional ‘electron and molecule’-based
trade. In 2016, one of its most spectacularly appearing new area was clearly electromobility, which, as a result of technological
maturity and domestic incentive programmes, holds out the prospect of explosive growth for energy market operators. The MVM put
several dozen charging points into service in the past year, and launched cooperation with a number of local governments and retail
and business customers in order to enable Hungary to be among the first to toe the e-start line.

In addiition to finding new market opportunities, the MVM naturally continues to play a key role in maintaining energy supply that is

safe and affordable to domestic consumers through its trading companies. On the universal service market, which includes supply to

the public, the Group meets more than 80% of electricity demand and provides all the necessary sources in the case of natural gas
supply. In the case of the latter, it greatly relied on the commercial capacities of Hungarian Gas Storage Ltd. for meeting winter peak
demand, which allowed the smooth supply of natural gas to the country even in the case of the colder-than-average weather, which
set in at the end of 2016.
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Similarly to the previous years, the MVM Group also took a key role in 2016 in maintaining the balance of the Hungarian electricity

system. The Group’s own power plants and the generation units in the contractual portfolio of MVM Partner were available for the

domestic electricity system continuously and to a high standard.

In the year ahead we must make further efforts to strengthen our competitiveness and regional presence and must build positions in

the case of innovative, novel markets, such as e-mobility. We must retain our key role in areas especially important for energy supply

to the country, thus in the wholesale supply of universal service and in meeting the demand of system-level markets.

Trade and supply management

MIVIVE Partner Ltd., a subsidiary owned 100% by MVM Ltd. and operating
under competitive market conditions, is one of the largest energy traders in
Hungary and a key player in the domestic energy market. MVM Partner Ltd.
participates in supplying electricity and natural gas to small and medium-
sized enterprises in Hungary as well as in regional electricity trade near the
international borders of the country. Its consumer portfolio was expanded
with municipal institutions and public lighting consumers in 2010. In addition
to energy trade and sales, the company also provides assistance in the
optimisation of the use of electricity through its energy services. Through its
subsidiaries and branch offices, MVM Partner Ltd. is active in wholesale trade
under centralised management throughout Europe.

Hungarian Gas Trade Ltd. (MFGK Ltd.) is the largest gas trader in Hungary
and the most important partner of Hungarian universal gas providers in

the reliable supply of natural gas to retail consumers. The main aim of the
company is to maintain the security of supply; this activity gives a number

of trading tasks to the company. Providing a source portfolio of appropriate
composition and size is an essential condition for a balanced supply. In

order to meet demand as perfectly as possible, MFGK Ltd. develops its gas
procurement portfolio in accordance with the market conditions. It meets
Hungary's demand essentially from diversified sources, providing its customers
the benefits of a large and balanced gas procurement portfolio. The company
is committed to taking advantage of new market opportunities in a changing
environment; it aims to increase its presence in the regional market. In order
to achieve this objective and to perform gas trading activities, it has recently
established, holding 100% interest in them, MFGIC Austria GmbH in Austria
and VIFGI Slovakia s.r.o. in Slovakia. The main task of POWERFORUM Ltd. is
the operation of an electricity trading information platform.

mﬂ
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The strategic objectives of MVM Ltd. include supporting research, development
and innovation and becoming a leading player on the domestic market of
innovative energy solutions and a significant player on the regional market.

In order to achieve the strategic objectives, MVM Ltd. wishes to treat the
strengthening of the relevant activities of its companies as a priority. One of the
elements of achieving these strategic objectives is to facilitate the development of
start-ups competitive on international markets and based on R&D results (project
ideas) achieved in Hungary or even in neighbouring countries and to devise a
technological incubator role facilitating the successful completion of R&D projects
carried out at such start-ups. This role is fulfilled by The
company was registered by the Court of Registration on 13 January 2016.

The primary goal of Smart Future Lab Ltd. is to provide professional support
for the future R&D&l activities of the MVM Group, including the incubation

of business start-ups associated with the energy industry, to devise a
development support platform for them, to provide training and mentoring to
start-ups, and to support them in successfully gaining market access.

In accordance with the principles of Act CXCVI of 2011 on national wealth, in order

MVM Partner Ltd.

- MVM Partner Serbia d.o.o. Beograd
- MVM Partner d.o.o.

- MVM Partner DOOEL Skopje

- POWERFORUM Ltd.

Magyar Féldgazkereskedd Ltd.
- MFGK Austria GmbH
- MFGK Slovakia s.r.o.

to ensure the responsible management of the assets of the company, such set of
investment procedures have been devised at the company which makes careful
and prudent decision-making corresponding to industry best practices mandatory
for the company. An essential element of this is the Investment Policy adopted

in April 2016 by the Sole Shareholder of Smart Future Lab Ltd., MVM Ltd., which
regulates the investment activities and main areas of focus of the company as

well as the main steps and control points of the investment process in detail. The
company invests primarily, but not exclusively, in the territory of Hungary, with

a focus on the energy industry, only by acquiring minority interests. The start-

ups selected by the company for investment purposes may be included in the
incubation programme from the level of ideas to the level of a business with an
operational prototype. In 2016, the company acquired a minority interest in Power-
to-Gas Hungary Ltd., received authorisation from the Investment Committee to
acquire interest in DroneStringing Ltd., and launched its incubation programme
aimed at the further development of the SmartCharging idea.

Smart Future Lab Ltd. is currently the only incubator focusing on the energy
industry in Hungary. At the same time, it is especially important for the company
to become embedded in both the domestic and the international innovation
ecosystem. With a view to this desire, the company is constantly looking for
cooperation opportunities with both domestic and international partners.

Smart Future Lab Ltd.
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System operation, natural gas storage and energy exchange
Kamilla Csomai, CEO of MAVIR Ltd.

The 2013-2016 strategic cycle of MAVIR ended in 2016. A new strategy has been developed for the 2017-2020 period, in which - in
addiition to performing its stable core activity, i.e. providing for the security of supply — our company strives to become a dominant
regional player and to develop into the TSO of the future by achieving operational excellence. Another challenge is the integration of
the renewable energy source-based electricity generators specified in the climate policy objectives into the system.

The year 2016 was the year of deepening and widening our international work, since our company recognised that our opportunities

for development point in this direction.

In order to efficiently enforce the interests of the Hungarian electricity system, MAVIR takes a role in the management bodies of the
international organisations of transmission system operators, such as the ENTSO-E Board, the TSC Supervisory Board and the JAO
Supervisory Board. Within the ENTSO-E, with the support of the Ministry of National Development and the Hungarian Energy and

Public Utility Regulatory Authority, our company participates in shaping legislation. In order to translate the regulations into practice
and the ensure legal compliance, it cooperates with the other transmission system operators and power exchange operators in

Pan-European and regional projects. Through consultations, it also takes an active role in providing information to, and summarising

the opinions of, market players. MAVIR is a proactive participant in the cooperation of transmission system operators in the field of
regional operational safety and an active particjpant in various market coupling projects.

The year 2016 was also important in terms of the regulation of the electricity industry in the EU. Most of the eight Operational and
Commercial Rules in the EU were adopted or promulgated in 2016. The new EU regulations will have significant impact on, among
other things, the market of system-level services as well as the operation of day-ahead and intra-day markets. It sets other important
condlitions for network connections by power plants, distribution networks and consumers, as well as requires the further regional
coordination of operation preparation tasks of the system operator. System operators will have to take a number of decisions by a
qualified majority at the EU or regional level in the future. MAVIR is preparing for efficient representation through these processes.

The data and information collected by MAVIR, as Transmission System Operator, serve as an essential source for both the authorities
and market players. Continuing the trend in recent years, the gross amount of electricity consumed by the Hungarian electricity
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system slightly increased in 2016. According to the preliminary data of MAVIR, the 44,035 TWh ¢ of electricity consumed represents
an increase of 0.65%, which is 0.37% after adjusting for the leap day. The imports are still high, representing a 28.9% share. Mainly
due to the cold winter, both the daily peak load (6,749 MW) and the daily gross energy consumption (143,075 GWh) reached a
historical peak on 8 December 2016.

In response to challenges posed by a changing power plant, consumer and international environment, the transmission network

is continuously developed and the transmission network projects required as mandatory in the network development plan are
implemented according to schedule. The Kerepes 400/132 kV substation was put into service on 11 November 2016. It is the 32nd
substation of our company and has a significant role in the security of electricity supply to the G6d6/l6 area and the Budapest
conurbation.

In order to reduce the risks of extreme weather, which has caused significant damage also to the transmission network in recent years,
we develop our forecast diagnostic system and plan to invest into equipment in the interest of de-icing interventions. By installing
loop branches to the transmission network and developing the operation technologies, we continuously ensure the operation of the

domestic electricity system.

Our company fully performed its 2016 tasks relating to the balance group of the mandatory off-take scheme by the deadline. Of
those, it is to be pointed out that the new mandatory off-take fact allocation methodology starting in April 2016 was successfully
implemented and that the mandatory off-take fact allocation model preceding April 2016 was financially closed. In addition, we also
prepared for the operation of the Premium support scheme of the new Hungarian renewable support scheme launched on the basis
of the block exemption regulation under EU regulations.

/77

In order to integrate renewable energy sources into the electricity system in Hungary, we participate in the establishment of the legal

environment as experts.

8 In accordance with its definition, gross consumption also includes of the house load of domestic power plants as well as the output and network losses of power plants cooperating with the public network, but generating

electricity for their own purposes.
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In Hungary, high-voltage electricity is transmitted on a single common
transmission line network, which is owned and operated by the Hungarian
Transmission System Operator, MAVIR Ltd. It is, at the same time, a member
of the MVM Group. As a member of the MVM Group, a vertically integrated
electricity company, MAVIR Ltd. meets the ownership unbundling requirement
under the Third Energy Package of the European Union according to

the ITO (Independent Transmission Operator) model, thereby ensuring

the independence and freedom from influence of the operation of the
transmission network and system operation. In accordance with the relevant
legal rules, as an organisation independent of other participants
in the electricity system, is responsible for ensuring a secure energy supply.

The mission of MAVIR Ltd. is to ensure the uninterrupted, safe and sustainable
operation of the Hungarian electricity system, the economical and efficient
operation and development of the transmission network and the availability
of the required balancing reserves; to regulate electricity transmission through
the system; to operate the balance group of the mandatory off-take scheme
and the premium support scheme; to contribute to the establishment of the
single European internal market; and to participate in the work of international
organisations and integration projects. The company transmits the electricity
generated by domestic power plants or coming from import sources through
the high-voltage network components in its ownership to distribution licence
holders, which in turn directly supply consumers.
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MAVIR Ltd. monitors the condition of the Hungarian transmission network and

the international transmission lines, and coordinates the maintenance plans

of network licence holders. Furthermore, it provides for carrying out network

maintenance and refurbishments and preserving and augmenting network

assets.

The length of transmission lines did not change substantively compared to

2015. The total route length of the high voltage overhead lines and cables
owned by MAVIR Ltd. is 3,810.22 km.
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MVM Ltd. purchased (MFGT Ltd.) on 30 Septem-
ber 2013. Being the largest commercial natural gas storage company in Hun-
gary, the company operates four underground gas storage facilities with a total
working gas capacity of 4.43 billion m® and a withdrawal capacity of 53.6 million
m?*/day. In addition to providing winter gas supply to Hungary in the long term,
an important objective of the company is to contribute to making the domestic
storage facilities become central players in the Central European region.

The gas storage facilities contribute to the provision of affordable and sustain-
able energy supply at competitive prices. A very important added value of the
system comprising four storage facilities is flexibility: balancing the difference
between summer and winter consumption, flexibility of gas contracts and
short-term flexibility for balancing even within days. Furthermore, increasing
the security of supply is also a very important role, since the stored gas can be
used at any time, even for handling temporary supply disruptions. Annual or
seasonal non-interruptible withdrawal and injection represent the classical use
of the storage facility. The porous reservoirs of depleted gas or oil fields form
the technical basis of storage, to which deep drilled wells, collection and distri-
bution stations, and high-performance compressor plants are connected.

The gas stock in the storage facilities of MFGT Ltd. was (calculated at 0°C)
1,056,967,302 m* as at 31 December 2016.

Transmission line assets 830.11

Substation assets 236.13

Total 1,066.24



ACTIVITIES

4,430 Mm?
Gas capacity

53.6 Mm®/day
Withdrawal capacity

31.95 Mm?/day
Injection capacity

Withdrawal capacity: 2.9 Mcm/day
Injection capacity: 2.5 Mcm/day
Mobil capacity: 340 Mcm

Withdrawal capacity: 2.9 Mcm/day
Injection capacity: 2.15 Mcm/day
Mobil capacity: 280 Mcm

Withdrawal capacity: 28 Mcm/day
Injection capacity: 17 Mcm/day
Mobil capacity: 2,170 Mcm

923.7
Withdrawal capacity: 19.8 Mcm/day

Injection capacity: 10.3 Mcm/day
Mobil capacity: 1,640 Mcm

Zsana Hajduszoboszlé Kardoskat

Pusztaedenics

B Total volumen of natural gas withdrawal
Total volumen of natural gas injected



About the MM Group

KOM Central Smart Metering Ltd. is a subsidiary owned 100% by MAVIR
Ltd. Its principal task is to implement a central intelligent grid pilot project.
The goal of the company is to harmonise initiatives relating to subjects of
smart metering and the smart grid and to support the creation of synergies
between various industries and competencies. With the participation of the
project company, smart meters will be installed in several tens of thousands of
households in the coming years, which will provide information that is valuable
for both consumers and the system operator.

INTEGRATED REPORT | 2016 mw

vm

HUPX Ltd. is a subsidiary owned 100% by MAVIR Ltd., whose mission is to
operate the power exchange in Hungary.

CEEGEX Ltd. was established by HUPX Ltd. in June 2011 for the establishment
and operation of the domestic gas exchange.

HUPX Derivative Ltd. was established by HUPX Ltd. in July 2011. The
activities of the company comprise preparation for obtaining a licence entitling
it to operate the MTF market, to be issued by the National Bank of Hungary.

Companies of the MVM Group engaged in transmission system operation, natural gas storage and energy exchange operation (2016)

MAVIR Ltd. KOM Central Smart Metering Hungarian Gas Storage

Ltd. Ltd.

HUPX Hungarian Power Exchange Company Ltd.
~  CEEGEX Central Eastern European Natural Gas Exchange Ltd.
~  HUPX Derivative Ltd.
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General services
Dr Géabor Tamasi, Chief Security Officer, MVM Ltd.

In cooperation with MVM Security Services Centre Ltd. and the security functions of the companies, the Security Directorate of MVM
Ltd. made further efforts also in 2016 for developing the existing security systems and introducing new systems. All these include the
efficient management of existing resources, the devising of infrastructure at the Holding Centre assigned to these tasks, the review of

process control and the security operational model, the clarification of responsibilities and competence rules in accordance with the
new requirements set by the Group and the economic environment.

The 2017 objectives include the integration of new acquisition targets into the security system. Regional expansion and activities
performed in an international environment represent new risks in terms of security, preparing for which generates additional

tasks for the security function. Devising new elements of support, synthesising the current practice, and devising a modern and
efficient infrastructure are high priority tasks for the security function. At the same time, renewable energy generation and related
infrastructure development also pose further challenges.

The security function pays attention to international terrorism, which also plagues the Member States of the European Union.
In addlition to the most striking, rough, violent acts, the security function lays special emphasis on less spectacular attacks on
information technologies, data protection and the management of risks linked to human factors, too.

The independent appearance of service companies on external markets is an important strategic objective for the security function. In

addition, it is important to review the operating model and processes of MVM Security Service Centre Ltd. in this respect.

The campaign run under the title ‘Security Plus’ launched at MVM Ltd. in September 2015 and ended in September 2016, carried
out with the cooperation of the Security Directorate and MVM BSZK Ltd. contributed to the development of operational safety.
Using marketing communication tools, it was aimed at ensuring that the employees become as much familiar and comply as much
as possible with the human and information security, fire protection and occupational safety rules during their everyday work and,
consequently, operational risks be minimised relative to the opportunities. During the one-year cycle, the knowledge necessary for
learning security-conscious behaviour and work were caused to be efficiently transferred with the help of interactive, experience-

based tools, skill-level knowledge transfer methods and educational tools based on e-learning technology.




ACTIVITIES

The goal of is to integrate security services within the Group
and to provide stable, wide-ranging, comprehensive security services to the
member companies of the MVM Group on the principle of risk proportionality.
Its service portfolio covers the areas of physical security, information security,
human risk management and crisis management. It performs its security
activities using advanced technologies, modern security and information

security equipment, and security management systems.

(formerly MVM KONTO Finance
and Accounting Service Centre Ltd.) has been operating as a multi-member
company limited by shares since 18 May 2016 (as of 1 October 2016: MVM
Hungarian Electricity Ltd. 50%, Hungarian State [ownership rights are exercised
by Hungarian State Holding Company Ltd.] 50%). Its main task is to provide
financial, accounting and human resource management services to the
companies of the MVM Group, and on 1 January 2017 it launched its services
financial, accounting and HR services for seven transport centre and five water
utility companies.

became a subsidiary of National Business Service
Provider Ltd. on 30 September 2016 after a change of ownership. The HSSCD
Ltd. performs accounting, payroll and controlling services to companies owned

MVM BSZK Ltd.
Niker d.o.o.

Rémai Office Building Ltd.
MVM Hotel Panordma Ltd.

by Hungarian State Holding Company Ltd. (MNV Ltd.) This represents the
main profile of the company, but it is also engaged in other activities, such as
IT services, courier service, fleet management and administration activities
for MNV Ltd. On 1 January 2017, it began to participate in HR services for
seven transport centres and five water utilities and in financial and accounting
services for four transport centres.

owns the central office building, which has a total
floor area of more than 37,000 m2 and is located in Szentendrei Ut, Budapest.
It is also the head office of MVM Ltd. and MAVIR Ltd., among others. The
company is responsible for the surveillance and operation of the central office

building.

is engaged in the provision of organised holidays
and the operation of Hotel Panoradma located in Balatongydrok, while
is a subsidiary registered in Croatia and also engaged in providing
organised holidays. It is responsible for the operation of the tourist and food
establishment ‘Pension ALBATROS' located in Rovinj.

More information about the activities of the MVM Group are available on the
websites of the companies.

National Business Service Provider Ltd.

HSSC Service Provider Ltd.
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MANAGEMENT SYSTEM
Dr Zsolt Csanéadi, Deputy CEO for Legal Affairs and Operations

The establishment of the organisation of the Deputy CEO for Legal Affairs and Operations on 1 August 2016 was aimed at organising
the functions providing the support required for the operation of the business functions of the MVM and, in a wider sense, the MVM
Group under the direction of one Deputy CEO, thereby allowing the harmonisation of the operation of these functions at a higher
level. Accordingly, the Legal Directorate, the Human Resources Directorate, the Security Directorate, the Corporate Governance

and Operational Development Department, the Quality and Process Management Department and the Environmental Protection
Department were integrated into the organisation of the Deputy CEO for Legal Affairs and Operations. The primary task of these
organisations is to support the successful operation of the MVM and the achievement of its business goals as efficiently as possible,
which means, firstly, (i) the fulfilment of the requests received from the individual supported functions quickly and to a high standard
and, secondly, (ii) the continuous development of the organisational and operational framework of the MVM.

It is a priority to serve the supported functions quickly and to a high standard in the work of the Legal Directorate, which, besides
constantly watching over the legality of the operation of the company, introduced several innovations in its own operation in 2016

by which serving internal customers has become perceptibly more efficient. The requirement to serve them quickly and to a high

standard is also a priority — by its nature — for the Security Directorate, which laid increasing emphasis, meeting the requirements of

our age, on information security improvements in addition to physical and human security in 2016.

The above-mentioned development of the organisational and operational framework of the MVM includes two own projects of the
organisation of the Deputy CEO for Legal Affairs and Operations launched in 2016, which may affect the operation of the MVM
Group: the Governance Project coordinated by the Corporate Governance and Operational Development Department, which aims
to comprehensively review the operational and decision-making framework of the MVM Group and to make it more suitable for
achieving the objectives set in the recently adopted strategy of the MVM, and the Culture Change Project managed by the Human
Resources Directorate, which focuses on devising a renewed organisational culture through which innovation, regional expansion,
customer-centric behaviour and operational excellence may get an even more pronounced role in the life of the Group.




MANAGEMENT SYSTEM

The structure of the Management System of the MVM Group has been shown
by applying a top-down approach in close connection with group-level process
hierarchy. It shows connections between the regulatory documents of MVM
Ltd. and the member companies starting from the level of group-level rules.

The legal framework for group-level operation is provided by domination
agreements concluded between the Holding Centre and the member
companies, which allow central control and ensure integrated management by
the Group Centre. The legal and regulatory framework system underlying the
operation of the MVM Group is set out in the Group-level Organisational and
Operational Rules.

Mission

Strategy ® Group-level Rules

Group-level Organisational and

Operational Rules

The Group Centre directs the operation of the Group through group-level
regulatory documents. It is mandatory to comply with such documents and to
integrate them into the member company’s own regulatory system. The Group
Centre issues group-level rules in order to ensure the uniform regulation of
group-level tasks and thereby the coordinated operation of the given function.
These rules also include charts that clarify decision-making powers.

The group-level rules are derived from the strategy of the MVM Group.
Their main goal is to ensure the achievement of the objectives set out in the
strategy. The objective of the group-level rules is to set the framework and
methods through the application of which the member companies can carry
out their own operation with the aim to achieving these goals.

The hierarchy of group-level regulation has been devised at four levels:

® Documents of Member com-
® Group-level Process Instructions panies (Management Manual,
® Group-level Decisions Internal Rules, Process Instruction

and Work Instruction)




MANAGEMENT SYSTEM

The documentation system of the members of the MVM Group is specified,

in addition to the requirements set out in the domination agreements and
group-level rules, by the relevant standards, legislation and the specifications of
Hungarian Standard MSZ EN ISO 9001:2009. The group-level rules are approved
by the Board of Directors of MVM Ltd. These documents and the adopted
versions of group-level process instructions are integrated into the companies’
own documentation system.

The operational procedures of MVM Ltd. are defined in the Articles of
Association of the company, which were adopted pursuant to, and in
accordance with, the provisions of Act V of 2013 on the Civil Code.

The Sole Shareholder of MVM Ltd. has been the Hungarian State since 23
November 2015. The entirety of the Shareholder’s rights and obligations

are exercised and performed in respect of the shares by Hungarian State
Holding Company Ltd. Consequently, no Shareholders’ Meetings are held

at the Company. The rights of the Shareholders’ Meeting are exercised by
the Sole Shareholder in such a way that it decides on issues otherwise falling
within the competence of the Shareholders’ Meeting in writing (the ‘Founder’s
[Shareholder’s] Resolution’) and is obliged to notify the Chairman and CEO
of the company in writing within 15 days of the adoption of resolutions. The
decisions shall take effect upon notification to the Chairman and CEO. The
issues falling within the exclusive competence of the Sole Shareholder are
laid down in Act V of 2013 on the Civil Code and the Articles of Association
of MVM Ltd. In addition to the exclusive competencies established in the Act,

the Articles of Association also establish a number of other exclusive powers
for the Sole Shareholder of MVM Ltd. These powers are mainly to tighten the
control by the Shareholder over the business operations of the company, with
special regard to the protection of the currently dominant state ownership, but
the exclusive powers of the Shareholders’ Meeting relating to the operation of
the MVM Group as a Recognised Corporate Group are also given a role.

The Board of Directors is the management body of the company, which
consists of at least three and no more than seven members. Its Chairman
and members are elected and recalled by the Sole Shareholder. The Board
of Directors holds at least six meetings every year, and a period no longer
than 2 months may elapse between the individual meetings. The Board of
Directors decides on all issues that are referred to the exclusive competence
of the Board by Act V of 2013 on the Civil Code and the Articles of Association
of MVM Ltd. The latter powers — similarly to the exclusive decision-making
powers of the Shareholders’ Meeting — are essentially to ensure control over
the business operations of the company and the performance of the tasks
of the Board of Directors relating to group-level management. The Board of
Directors is entitled to establish the work organisation of the company.

The CEO is the Chief Executive of the company, who, within the scope set out
in the internal regulations of the company, is in charge of the management of
the company and provides for the operational management of the company in
issues that do not fall within the competence of the Sole Shareholder and the
Board of Directors.
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The CEO is always a member of the Board of Directors. If the CEO is no longer
a member of the Board of Directors for any reason, his or her appointment as
CEO will also cease simultaneously. If the Sole Shareholder also elects the CEO
of the company Chairman of the Board of Directors, he is she is entitled to use
the title of Chair and CEO.

The Supervisory Board is responsible to the Sole Shareholder for checking the
Management in order to protect the interests of the company. The Supervisory
Board consists of minimum three and maximum six members. Its Chair and
members are elected by the Sole Shareholder. The Supervisory Board is obliged
to examine every proposal concerning matters falling within the exclusive
decision-making competence of the Sole Shareholder. In this connection, the
Supervisory Board is obliged to put its opinion before the Sole Shareholder.

The Permanent Auditor elected by the Sole Shareholder is responsible for
ensuring the performance of statutory audits under the Hungarian Accounting
Act. During this, the Auditor is first of all required to establish whether the
statutory report and accounts of the business association conform to the
legislation and whether they give a true and fair picture of the pecuniary and
financial situation of the company and the result of its operations.

The members of the Board of Directors and the employees authorised by the
Board of Directors to sign for the company are entitled to sign for the company.

Officers may sign for the company only by exercising their right to jointly sign for
the company as per their authentic specimen signatures, subject to the provisions
of the Articles of Association.

The Board of Directors of MVM Ltd. had seven members at the end of 2016.

Chairman: Péter Istvan Csiba
Members: Andrea Beatrix Kadar, Istvan LaszI6 Hamvas, Dr Péter Hartmann,
Dr Erné Murényi, Dr Norbert Szivek and Istvan Zsigmond Bakécs

The Board of Directors and the work organisation of MVM Ltd. complied with
the provisions of Act CXXIl of 2009 on the more economical operation of
publicly owned business associations and enforced the principles set out in the
Remuneration Code also in practice.

The Board of Directors of MVM Ltd. holds its meetings as required, but at least
six times a year, under the provisions of Act V of 2013 on the Civil Code, the
Articles of Association and the Rules of Procedure of the Board of Directors.

The Board of Directors held meetings 17 times and adopted 10 resolutions in
writing in the reference period. The Board of Directors passed 248 resolutions
in the 2016 business year. The resolutions of the Board of Directors can be
included in the following groups by subject:
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strategic issues at MVM Ltd. and business plan-related decisions (35);

resolutions on companies forming part of the MVM Holding, which were
typically related to subjects falling within the competence of the supreme
bodies of these companies (91);

decisions determining the economic and technical tasks of MVM Ltd. and
approval of the information documents provided about their implementation (54);
resolutions adopted in connection with the operation and regulation of the
Recognised Corporate Group (16);

resolutions adopted on other subjects (organisational issues, right to sign for the
company, evaluation of the Board of Directors’ own activities, etc.) (52).

The Supervisory Board of MVM Ltd. held 12 meetings and adopted six
resolutions in writing in 2016. The Supervisory Board adopted 105 resolutions
in the 2016 business year.

In order to avoid conflicts of interest, the MVM Group applies the provisions of
Act V of 2013 on the Civil Code. The Code of Ethics, the Collective Agreement
and the memoranda of association of the individual companies include
relevant applicable provisions.

The Board of Directors provided written information to the Supervisory Board about
management and the pecuniary situation and business policy of the company. In the

2016 business year, the Board of Directors paid particular attention to: The business management of MVM Ltd. is performed by the Deputy CEO for

the new strategy of the MVM Group (2016-2020);

study of acquisition projects;

changing the image of the MVM Group;

progress of the high-value projects of the MVM Group;

implementation of the action plan drawn up as a result of the WANO Cor-
porate Review;

the future of Vértes Power Plant Ltd.

The Supervisory Board of MVM Ltd. had six members at the end of 2016.

Chair: Dr Miklés Virdg
members: Dr Gergely Ferenc Szutrély, Dr Péter Arpad Mihalovics, Dr Attila
Fogarasi, Linda Bernadett Halasz and Dr Béla Bartfai.

Business, while the Head of the Environmental Protection Department is responsible
for the subject of environment and the Chief Communications and Foreign Relations
Officer and the Chief Human Resources Officer are responsible for subjects
concerning society. The above-mentioned responsible executives perform their
duties in accordance with the provisions of the Organisational and Operational Rules.

In 2016, the Deputy CEO or for Business carried out the technical direction of
the companies and internal service providers in the areas of financial, treasury
and finance, accounting, controlling, project and programme management,
purchasing, warehouse and inventory management, service monitoring and
development, information technology, facility and fleet management, integration
and portfolio management, and risk management set out in the group-level

regulatory documents; exercised the powers set out in the group-level regulatory
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documents; and carried out the process sponsorship tasks in respect of the
process rules belonging to the given function. Furthermore, he verified the
fulfilment of the related strategic indicators at the companies overseen by him. He
was responsible for the professional direction and supervision of the companies
belonging to the Group.

The Head of the Environmental Protection Department performs tasks
relating to group-level environmental protection management; integrated and
environmental management; cooperation; provision of information; business
operations; and environmental planning and monitoring tasks; as well as tasks

The MVM Group has had a Code of Ethics since 2012. The Code of Ethics
regulates in detail the handling of proposals for ethical or statutory operation
affecting organisational integrity.

The scope of the Code extends to MVM Ltd. and the controlled companies
belonging to the recognised group of companies, the MVM Group; in the
case of companies established and operating under Hungarian law, it extends,
on the basis of Section 3:112(3) of the Civil Code, to the following subsidiary
of the MVM Group, which does not belong to the recognised group of
companies, but operates with the single participation of MVM Ltd., and the
subsidiaries operating with the single participation of MVM Partner Ltd. It

is mandatory for all natural persons and legal entities entitled to represent
the MVM Group in any way, either directly or indirectly, to comply with the
provisions of the of Code of Ethics. The understanding and learning of the
Code of Ethics are assisted by the e-learning curriculum entitled The Code

arising from the performance of the environmental protection obligations of
MVM Ltd.

On the basis of the authorisation granted by the Chairman and CEO, the
employer and the MVM Group are represented at the forums of group-level
social dialogue and at the employer's advocacy and professional HR
organisations by the Chief Human Resources Officer. The Chief Communications
and Foreign Relations Officer directs and overseas the implementation of
decisions relating to corporate social responsibility activities, decisions falling
within the control of MVM Ltd. and group-level decisions.

of Ethics of the MVM Group, which is available to the companies of the MVM
Group through the SAP Study Portal. Serving the public, including the work
performed at business associations owned in majority by the state, has a moral
value in itself, but also sets high moral requirements for those who undertake
such service. This represents, firstly, a stricter-than-average measure with
respect to meeting general moral requirements, but, secondly, also meeting
principles of occupational ethics that apply only to those serving the public.
The Code of Ethics of the Group and the Ethics Committee set up to comply
with the Code and to assist the settlement of matters in dispute play a major
role in the achievement of all these goals.

The purpose of the Code of Ethics is to lay down rules of ethical conduct
applicable to the staff of the MVM Group, to provide assistance to the staff for
complying with such rules, to inform the public about the conduct that may be
expected of its staff, and to protect the staff of the MVM Group from attempts
to involve them in abuses, arbitrary measures by the employer and unfounded
disciplinary action.
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The Code of Ethics includes the ethical standards followed by the MVM Group
with regard to health, safety and environmental protection; equal treatment;
privacy and the protection of personal data; government relations; suppliers and
business partners; competitors as well as local communities, civil society, academia
and corporate social responsibility.

The Code also includes the standards of conduct expected of the staff regarding
legality and compliance; preserving the reputation of the MVM Group; giving,
accepting and returning business gifts and invitations; information and data
protection; conflicts of interest; the protection of corporate property; performance
at a public event, representation of the company and prohibition on selling. It sets
out the higher ethical requirements for executives: giving personal example and
relationships with junior staff and other organisational units and executives.

The Code of Ethics describes the occupational ethics requirements derived from
ethical requirements for public servants.

The Ethics Committee was established to facilitate putting into practice the
guidelines set out in the Code of Ethics, to regularly review the Code of Ethics,

to determine disputed cases and to establish the violation of rules. The Ethics
Committee takes its positions impartially, in the spirit of the Code of Ethics, with
the greatest amount of care that may be expected of it, after thoroughly exploring
the circumstances of the given case, consistently with its opinions formed
previously.

The staff are obliged to indicate if they become aware of an act in connection
with which the suspicion of the violation of the Code of Ethics of the MVM Group
arises. Employees have to contact primarily their immediate managers with

any issue of an ethical nature; where the immediate manager is concerned, it is

necessary to involve the HR Manager and/or the Legal Manager. The managers
involved may decide at their own discretion to request the position of the Ethics
Committee of the MVM Group on the matter. In this case, they can submit their
request for a position on an interface devised for this purpose on the intranet site
of the MVM Group or, in the absence of access to the intranet, in writing to the
Secretariat of the Ethics Committee of the MVM Group.

The Code of Ethics regulates in detail the handling of unethical or unlawful matters
affecting organisational integrity. A high priority duty of the Ethics Committee
comprising senior executives is to investigate reports. The administrative
management of reports is performed by the Secretariat of the Ethics Committee,
with special attention to the management of confidential data.

The Code of Ethics of the MVM Group is directly accessible for employees on the
intranet network, where practical information about the Ethics Committee and the
reports as well as the possible ways of reporting, with direct electronic filing, are
available.

The scope of the Code of Ethics extends to the dominant member of the

MVM Group, as a Recognised Corporate Group, and its controlled companies,
subsidiaries outside the previous group but operating with the sole participation
of MVM Ltd. and the one-member subsidiaries of the controlled companies.

As a competitive operational holding company, the MVM Group is an
important participant with integrated operation in the domestic energy sector
and the nationally owned Energy Group in Hungary. lts medium-term strategic
objective is to become a successful, national, integrated company group
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in the energy industry, also a key player in the region, which supports the with the requirements of market competition, mutual satisfaction and the
implementation of the national energy policy. conditions of good cooperation also in the long run;
comprehensive strategic planning and quality controlling, which provide
a reliable basis for comprehensive business planning, flexible programme
preparation and the process of evaluation (self-evaluation);

to maintain and strengthen the positions of the Group in Hungary; maintenance and operation of open internal and external communication
to increase the market and shareholder value and to improve the promoting and supporting the work and efforts of the Group;

profitability of the Group; operation, regular review and continuous development of efficient

to become an integrated, strong, successful national energy group, which management systems, which also comply with European requirements, for
has a key role even at the regional level; the entire Group.

to reduce the load on the environmental media and ecosystems, to reduce
pollutant emissions and to prevent environmental damage in accordance
with the principles of sustainable development;

to increase energy efficiency, to rationalise the use of natural resources by we consider value creation, efficient and accurate work, the required and
applying innovation-based developments and cleaner technologies; expected quality, environmentally aware approach and willingness to
to implement efficient operation to a high standard by applying interna- cooperate to be the key elements of our management culture;

tional best practices both at the level of member companies and the Group
by making maximum use of existing synergies;

to increase the professional competence of staff and to strengthen their
commitment to environmental protection and sustainable development.

staff committed to the reliable operation and familiar with the specific
features of the energy system, open to innovation processes and
experienced in the application of the most advanced procedures;

stable and reliable business partners with which they aim at establishing,
maintaining and developing relations that can ensure, in compliance

we measure values on the basis of measurable quality and the satisfaction of
the customers and stakeholders affected by the operation of the Group, i.e.
all of us;

the Group regularly reviews the Integrated Management Policy of the MVM
Group and publishes it to the stakeholders.

In addition to its prominent role in the economy, the MVM is also an impor-
tant player in society. The Group takes the support of outstanding talents and
performance seriously, and with its corporate social responsibility activities it
contributes to value creation and the preservation of real values.
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The corporate social responsibility activities of the Group concentrates
primarily on one of the five high-priority areas of sponsorship, support and
donation or their combination:
culture;
science, education and popular education, with special regard to the long-
term maintenance and safe operation of the industry associated with the
activities of the MVM Group, including primarily nuclear-based electricity
generation;
sport;

The pays special attention to the statutory, moral and ethical aspects
of its activities. The operation of the MVM Group is based on the principles of
integrity and strict compliance with the laws and the Shareholder’s requirements.
Key factors of its successful activities, domestic and international recognition, and
reputation are its staff's knowledge, experience, talent, outstanding performance
and commitment to the Group, and the application of the values which the Group
believes in. The confidential relationship developed with our business partners
and government and supervisory bodies can be maintained in the long run only
with the employees’ commitment and personal integrity.

During its operation, the MVM Group acts not only in accordance with the
anti-corruption laws and other legislation in force, but it has also drawn up its
own Code of Ethics, which, among other things, regulates in detail the norms
of conduct and ethics expected of its employees, suppliers and business
partners.

charitable activities;
environmental protection and sustainable development.

As a socially responsible energy company with a complex portfolio, the MVM
wishes to play a leading role in innovation, energy efficiency and energy-
related technologies, and strives for a leading position in the introduction of
renewable energy.

In order to facilitate putting into practice the guidelines set out in the Code of
Ethics, to regularly review the Code of Ethics, to determine disputed cases and
to establish whether the rules have been violated, the MVM Group established
an Ethics Committee, the activities of which greatly contribute to the operation
of the MVM Group in compliance with the laws and ethical norms.

The MVM Group aims at developing relations based on mutual trust and
respect with its suppliers and business partners. To this end, it enters into
relations only with reputable companies and people with appropriate
capabilities, expertise and references. In its business relations, it acts in good
faith and fairly, in compliance with the laws and regulations, and uses only
means allowed by legislation. Suppliers are selected on the basis of the
contents of their business offers and previous references, avoiding any conflict
of interest or any exception aimed at influencing the selection. The Group
applies the principle of zero tolerance to any method of corruption. Detailed
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rules specify the process of entering into deals with suppliers, and suppliers
are rated according to a strict set of criteria. Before entering into contracts with
new suppliers, several functions of the company rate the supplier candidates
on the basis of their own set of criteria, and a contract is concluded only if each
organisational unit participating in the assessment have given the supplier a
positive rating.

The employees are obliged to report circumstances implying an intent of
corruption forthwith in writing. The company treats the details of the staff member
making the report and the staff concerned confidentially. At the MVM Group, no
employee may be prejudiced or discriminated against in any other way as a result
of providing such information in good faith. The MVM Group strives to transfer
knowledge about corruption in the form of both oral and electronic training and to
make familiar its employees with the forms of fight against it.

Staff are obliged to report in writing to the executive exercising the employer’s
rights if they or their close relative (Section 8:1 of the Civil Code) are, or wish
to become in the future, a member bearing unlimited liability, majority or
controlling owner/shareholder or senior officer, or a staff member, agent,
subcontractor or consultant involved in performance of a business association
that has regular economic relations with the employer or is engaged in
activities similar to those of the employer.

Staff members of the company may not, in their above capacity, participate in
the assessment of the tender of a business association or other organisation
which they or their relatives hold any ownership or other interest or senior
position in. The person concerned is obliged to report forthwith when any
reason for a conflict of interest is arising and to refrain from any act or measure
constituting a conflict of interest.

During their employment, the staff of the MVM Group may not work together
with, and may not provide services to, companies or persons which or whom
they have relations with also in connection with their jobs within the MVM
Group.

The conflict of interest assessment covers both the applicants and suppliers
participating in the recruitment process.

The MVM Group lays great emphasis on minimising the possibility of
corruption. To this end, its suppliers must meet strict evaluation criteria,

which include revealing signs that imply corruption. Suppliers may enter into
contracts with the company only if they undergo supplier qualification, thus the
MVM Group is efficiently able to reduce the possibility of corruption. It is to

be pointed out that the assessments are extended to each supplier planning
to have relations with the company. When carrying out the pre-qualification of
suppliers and at the request of the member companies or based on inquiries
received from the organisational units of the MVM, the company conducted
several hundred security checks and ratings in 2016.

Another anti-corruption step is the security screening of prospective
employees applying for a position over a specific job category level, even if
not for all companies. A security interview, references, finding and checking
any past negative events also form part of the process. The security interview
includes, among other things, the duties and activities performed at previous
workplaces and conflict-of-interest issues.

Corruption events include the following criminal offences:
bribery, including
bribery of an official,
economic bribery,
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influence peddling,
purchasing influence under the new Civil Code.

With regard to the criminal offences listed, there are no facts, data or infor-
mation to be provided on MVM Ltd. in connection with corruption events
and measures taken in relation to them. No proceedings were instituted at
the MVM Group in 2016 on the basis of a complaint, report or event implying
the suspicion of corruption.

The MVM Group maintains continuous relations and cooperates with state
bodies and institutions. In such relations, it acts in good faith and fairly, in
compliance with the laws and regulations, and uses only means allowed by
legislation.

The MVM Group commits itself to establishing, as a responsible organisation,
a proactive relationship with the state and government, regional and local
bodies. The MVM Group pays its public dues on time and pays attention to
the transparency of its financial transactions.

In addition, however, the MVM Group is prohibited to provide any other
political contribution.

The MVM Group requires its sponsored persons and entities to ensure that
themselves and the events organised/publications published by them are
free from any political positions, i.e. the sponsored persons and entities
should not relate the name and entity of MVM Ltd. or its group members to
any programme or event where political affiliation is declared or should not
allow such relation to be made.

During its CSR, support and sponsorship activities, the MVM Group considers
non-discrimination especially important. No bidder, cause or initiative may be
discriminated for or against based on sex, age, colour, religion and political
or moral beliefs.

Facts relating to anti-competitive behaviour and the violation of anti-
trust and anti-monopoly provisions are identified in Act LVII of 1996 on
the prohibition of unfair and restrictive market practices. When making a
declaration, MVM Ltd. does not participate in such procedures as a client
and does not engage in a conduct that would violate the provisions of the
Act referred to above.
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STAKEHOLDERS

Dr Réka Bentzik, Chief Communications and Foreign Relations Officer

The year 2016 brought a number of positive changes to the external communications activities of MVM Ltd. and its member
companies. The most important and, at the same time, most complex change was devising and introducing a new image for the MVM.
In accordance with the new strategy of the MVM Group, a modern, clean image has been designed, which much better reflects the
complex activities of the Group and is also internationally marketable.

The events of the MVM Group also received a new form and content. Following the introduction of the new image, the first major
event was ZEnergia, then later in the year the Junior Prima Award-giving ceremony, the MVM Rally Day and Winter Magic helped
implement the new communication guidelines of the MVM Group with their new appearance and imaginative solutions.

In addiition to its prominent role in the economy, the MVM is also an important player in society. The Group takes the support of
outstanding talents and performance seriously, and with its corporate social responsibility activities it contributes to value creation
and the preservation of real values.

Due to the MVM Edison Light Up! innovation tender and start-up competition announced in 2016, the external communication of
MVM Ltd. is also open towards innovation. A highly unusual advertising film was prepared for the Edison Light Up! tender, which
deservedly advertised the new mentality of the MVM Group.

Major progress was made in 2016 in strengthening the international presence and visibility of the company. In line with the strategic

objectives, the foreign affairs function was reformed and strengthened within MVM Ltd. In 2016, we opened foreign representation
offices in Brussels, Moscow and Bratislava. We organised major opening events in all three cities during the year, represented the
Group at a number of professional events, and sponsored several programmes promoting Hungarian culture.

Through the Brussels Office, the Group appeared in Europe’s first and most important lobby centre, in the heart of the European
Union, where it actively engaged in both the EU legislative processes and the bustling life of the professional community.

Our relations are getting stronger, the number of our partners is growing, and the information received from Brussels generates
important pulses for a number of functions of the Group.
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In Moscow, direct relations were opened with our key partners, which significantly helps strengthen cooperation and preparations
for the tasks in the coming years. As a result of these high level relations, the MVM Group hosted the top management of Gazprom
in December 2016 on the occasion of the of the 20th anniversary of their long-term gas supply agreement. The Bratislava Office
essentially promoted the strengthening of the V4 relations and the expansion of market knowledge about the region.

It is also to be pointed out that cooperation with our other domestic and international partners important for the development of our
foreign relations became much stronger in 2016. Simultaneously, close and constructive relations were established between the
foreign affairs functions of the member companies of the MVM Group and the Communications and Foreign Relations Directorate,
which greatly helps the appropriate utilisation of group-level synergies.

The scope of stakeholders affected by the operation of the MVM Group and the framework of dialogue with them are primarily determined by legislation and
laws. In addition, the Group considers the following aspects when determining the scope of stakeholders.

o UEHEN T Who depend directly Who are the relevant :r:lfe:;eljgfs relevant

the operation of
P on the operation, the most on the With whom does the : .
experts in terms of on the basis of

: : : an important straegic, financial,
reputation of the operation and relations? : o
subjects? political end safety
Group? succes? : :
considerations?

the Group and, in :
) P succes and Group and its Group have regular
this respect, whom

does the Group take
responsibility for?
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The table below contains the most important stakeholders of the MVM Group and the main elements of their engagement:

Stakeholder group

Shareholder

Specific stakeholders

Ministry of National Development

Form and result of engagement

Through the work of the Single Shareholder and the Board of Directors
and reports at the meetings of the Board of Directors of Hungarian

State Holding Company Ltd. Regular provision of data with the content
prescribed by Hungarian State Holding Company Ltd. Preliminary
consultations on specific subjects in accordance with the requirements of
the Ministry of National Development.

Companies of the Group

Hungarian State Holding Company Ltd.

According to the group-level communications model (In the case of
MAVIR Ltd. and Hungarian Gas Storage Ltd., special rules guaranteeing
their independent operation apply.)

Employees and trade unions

See their detailed list in the chapter entitled About
the MVM Group

For a detailed description of the relations between the Management and
the employees, see the chapter entitled Society.

Employees of the companies of the Group and

The Procurement and Project Management Rules ensure equal terms of
competition for all suppliers.

Suppliers . : : . : L . :
trade unions representing them In their offers and bids, suppliers provide information on their
management systems, codes, rules and references.
Customers of the trading companies of the MVM Introduction of the trader and information brochures that help customers
Group choose between products
Consumers

Power distribution companies

Indirect relations through the regional power distribution companies

Natural gas distribution companies

Indirect relations through the regional gas distribution companies
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Residents living in the vicinity of
facilities

Non-governmental
organisations

Professional organisations

Residents living in the vicinity of power plants and
the transmission network

Residents living in the vicinity of gas storage
facilities

KOVET Association for Sustainable Business
Management

For a detailed list, see the chapter entitled
Stakeholders in the Integrated Report of the MVM
Group.

Public hearings for residents in the permitting process of new facilities
(e.g. new sections of the transmission network) and the lifetime extension
and C15 modification of the Paks Nuclear Power Plant

Public forums, regular emergency preparedness and response drills and
provision of information

Publication of resident information brochures, e.g. on the health effects
of transmission lines, in cooperation with the staff of the National
Research Institute for Radiobiology and Radiation Health (Hungary) and
the Electric Power Research Institute (California, USA)

Participation in the operation, events and programmes of the Association

Participation in scientific work, advocacy and the organisation of events

Representation of the Hungarian energy industry in the work of
international organisations
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Stakeholder group

State, authorities and bodies

Specific stakeholders

Prime Minister's Office

Ministry of National Development

Ministry of the National Economy

Form and result of engagement

As a result of its expertise and recognition in the industry, legislative
bodies use the comments and proposals of the MVM Group in drafting
the relevant bills, draft legislation and regulations.

Hungarian Energy and Public Utility Regulatory
Authority

The members of the Group are continuously in contact with the Authority
concerning licensing and data supply issues.

Hungarian Atomic Energy Authority

There is ongoing dialogue with the Authority due to the safety
monitoring of the nuclear power plant.

Regional mining authorities

There is ongoing dialogue about the Méarkushegy Mine of Vértes Power
Plant Ltd., Hungarian Gas Storage Ltd. and the Paks Nuclear Power Plant
with the regional mining authorities concerned.

Other legislative bodies through the Environmental
Protection Committee of the Confederation of
Hungarian Employers and Industrialists

There is ongoing dialogue between MVM Ltd. and the Confederation
about the advocacy and interest enforcement activities of the
Confederation.

Environmental protection authorities

Almost all members of the Group are permanently in contact with the

environmental protection, nature conservation and water (emergency

preparedness and response) authorities with jurisdiction over the area,
concerning licensing and data supply issues.

National Park Directorates

MAVIR Ltd. performs the operation and maintenance of the transmission
network in the spirit of voluntary cooperation agreements concluded
previously, and implements an artificial nest placement programme.
Together with the specialists of the competent National Park Directorate,
MVM GTER Ltd. installed artificial nests at the Litér Power Plant
previously in order to protect the species of house martin and to replace
natural nests. The habitat and the protected birds have been monitored
ever since.
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National Environmental Protection Council
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Form and result of engagement

Cooperation in national environmental issues

National Climate Protection Authority

The member companies emitting greenhouse gases subject to the

EU ETS system are in contact with the authority in connection with the
greenhouse gas permits.

The member companies subject to Government Decree No 14/2015
(1.110.) Korm. provide data to the authority for the Climate Gas Database.

National Office of Communications

Professional cooperation in communication under legal rules
(Government Decree No 247/2014 (X.1.) Korm.)

Media _ _ . o
National, regional and local media, specialist

journalists and editorial boards

Permanent liaison at both group and company levels, presenting the
objectives and interests of the Group in the media

The methods applied by the MVM Group to involve stakeholders can essentially be divided into four groups, which include the following specific activities and

communication processes. In 2016, most dialogues involved communication with internal stakeholders. On the basis of inquiries from external stakeholders, the

dialogues focused primarily on financial use.
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One-way communication in which the company

provides information

— Education and training for stakehold-
ers

— Company publications and reports
— Internal and external newsletters
— Websites

— Instructions, terms of contract and
declarations

— Press conferences

— Presentations and their materials
— Road shows

— Announcements and letters

~ Responses to press inquiries

— Advertisements, PR articles and ap-
pearances in the press

— Conferences

requests information

Questionnaires

Deep interviews

Focus group interviews

Workplace evaluations

Audits

Ad hoc stakeholder meetings and forums

Reviewing expert bodies and expert
panels

Online forums and feedback forms
Rating of reports

Market research

On-line voting

Idea box (in electronic and traditional
forms

Commitment survey

INTEGRATED REPORT | 2016 mﬁ

Two-way communication including
mutual information exchange

Stakeholder forums
Advisory bodies

Stakeholder panels and moderated
stakeholder dialogues

Partner and customer meetings
Open days and power plant visits

Stakeholders attending management
meetings

Virtual and interactive means
Events and festivals
Specialised exhibitions

Job fairs

Facebook profiles

v m

Cooperation

Joint ventures
Business relations

Joint projects, under-
takings

Multi-stakeholder initi-
atives

Associations and coa-
litions

Voluntary projects
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The members of the MVM Group take an active part in the work of Hungarian and
international professional organisations, including the scientific work and advocacy
activities of numerous energy, HR management, legal, commercial, quality, envi-
ronmental protection, nuclear and engineering organisations and associations.

Chamber of Engineers of Bacs-Kiskun County, BCSDH Hungarian Business
Council for Sustainable Development, Institute of Internal Auditors of Hungary,
Chamber of Engineers of Békés County, Chamber of Engineers of Borsod-
Abauj-Zemplén County, Chamber of Architects of Budapest, Chamber of
Engineers of Budapest and Pest County, Chamber of Commerce and Industry
of Budapest, Creditreform Ltd., Scientific Society of Energy Economics,
Hungarian Section of Eurelectric, European Organisation for Quality, Chamber
of Engineers of Fejér County, National Confederation of Haulage Contractors,
Federation of Business Management and Scientific Societies, Scientific
Society of Mechanical Engineering, Chamber of Engineers of Gyér-Moson-
Sopron County, Chamber of Engineers of Heves County, Scientific Association
for Information and Communications, 1SO 9000 Forum, JAK Management
Nonprofit Ltd. (Anyos Jedlik Cluster), Chamber of Commerce and Industry of
Komarom-Esztergom County, Tourism Association of Keszthely, Chamber of
Engineers of Komérom-Esztergom County, Association of Environmental Service
Providers and Manufacturers, KOVET Association for Sustainable Economies,
Hungarian Steel Association, Hungarian Nuclear Forum Association,
Hungarian Biogas Association, Hungarian Electromobility Association,
Hungarian Electrotechnical Association, Hungarian Society for Separation
Sciences, Hungarian Energy Association, Hungarian National Association of
the Mechanical and Power Engineering Industries, Hungarian Organisation

of Industrial Maintenance Societies, Hungarian Association for the Protection

of Industrial Property and Copyright, Hungarian Cogeneration Association,
Hungarian Public Procurement Association (Hungarian Management
Development Centre), Hungarian Association of Road Hauliers, Hungarian
Chamber of Engineers, Hungarian Quality Society, Hungarian Association
of Solar Cells and Solar Panels, Hungarian National Committee, Association
of Hungarian Consulting Engineers and Architects, Hungarian Society of
Economists, Hungarian Standards Institution, Association of Hungarian Hotels
and Restaurants, Association of Hungarian Event Organisers and Service
Providers, Association of Hungarian Cities of County Rank, Confederation
of Hungarian Employers and Industrialists, Hungarian Accreditation Board,
Chamber of Architects of Pest County, Chamber of Engineers of Somogy
County, Chamber of Engineers of Tolna County, Chamber of Engineers of
Veszprém County and Employers’ Association of Electrical Companies.

Association of Chartered Certified Accountants, CESKA KOMORA
AUTORIZOVANYCH INZENYRU A TECHNIKU CINNYCH VE VYSTAVBE (Czech
Chamber of Engineers), Electric Power Research Institute; Institute of Internal
Auditors, Inzenirska Zbornica Slovenije (Slovenian Chamber of Engineers and
World Association of Nuclear Operators.

The year 2016 brought a number of positive changes to the external
communications activities of MVM Ltd. and its member companies. The most
important and, at the same time, most complex change was the development
and introduction of the new image of MVM Ltd. In accordance with the new
strategy of the MVM Group, a modern, clean image has been designed,
which much better reflects the complex activities of the Group and is also
internationally marketable.
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Business Operations

Andréas Huszér, Deputy CEO for Business, MVM Ltd.

The steadly growth of the per capita GDP since 2012 confirmed the favourable expectations regarding the business environment in 2016,
too. Based on this, the MVIM Group expects a moderately increasing business and macroeconomic environment over the outlook period.
The gross quantity of electricity consumed in Hungary showed an increase for the fourth consecutive year: it increased by 0.55% in 2013,
1.26% in 2014, 3.04% in 2015 and by an addlitional 0.44%° in 2016. Electricity consumption broke two records in 2016: the total annual
consumption reached 40.2 TWh, while the all-time highest system load was 6,749 megawatts on 8 December 2016.

Gas energy consumption is determined essentially by the weather condlitions. Cold weather in 2016 resulted in a very high gas consumption,
13 billion m?, which was about 16% higher than in 2015. The 2016 TTF price is 52% of that of 2013 and is 31% lower than it was in 2015.

The chapter of the 2016 Integrated Report describing business operations lays emphasis on nine economic subjects rated as important.

Economic performance Market presence Indirect economic impact
Availability and reliability Decommissioning System efficiency
Research and development Procurement practice Inventories

The information presenting the business operations of the MVM Group relates On 31 December 2016, regarding ownership rights, the Group consisted of 1 parent
to the companies included in consolidation. company, 41 subsidiaries, 1 joint management company, 8 associated companies
and 12 companies of other forms of participation, i.e. 63 companies in total.

7 The value calculated from the volume of the transmission tariff in TM1.



Compared to the status in 2015, the group of fully consolidated companies
increased by six new member companies in 2016 (MVM NET Data Centre
Ltd., Smart Future Lab Ltd., NRG Finance Ltd., Rdba Energy Supply Ltd., MVM
International AG and HSSCD Service Centre Ltd.). The interest in MVM Hotel
Vértes Ltd. was sold on 3 March 2016.

The voluntary dissolution proceedings of two companies previously exempted from
full consolidation (MVM Investment Ukraine Ltd. [in voluntary dissolution] and MVM
Adwest Marketing GmbH [in voluntary dissolution] were finished in 2016.

MAVIR Ltd.: it operates the transmission system and maintains the balance
of the electricity system;

Paks Nuclear Power Plant Ltd.: it generates electricity from nuclear fuel;
Vértes Power Plant Ltd.: heat and power generation was terminated at

the Oroszlany Power Plant of the company on 31 December 2015 and the
conservation process of the four units began on 1 January 2016;

MVM Partner Ltd.: it is engaged in electricity and natural gas trading
activities;

MVM Partner Serbia d.o.o. Beograd: it was established in December 2010 by
MVM Partner Ltd. and is engaged in electricity trading activities in Serbia;
MVM Partner d.o.o.: it was established in March 2011 by MVM Partner Ltd.
and is engaged in electricity trading activities in Croatia;

MVM Energy Romania S.R.L.: it was founded by MVM Partner Ltd. in May
2011 for performing electricity trading activities in Romania. The company

10 The companies in italic are not covered by the sustainability (non-financial) part of the Report.

became directly owned by MVM Ltd., the holding company owning
Hivatalos S.R.L., in 2014;

MVM OVIT Ltd.: it is engaged in the installation of network facilities and
power plant systems and the manufacture of steel structures;

MVM ERBE Ltd.: it is engaged in the design of power engineering facilities
and project management;

National Business Service Provider Ltd.: it provides accounting, financial and
payroll services to the members of the Group and outside the Group;

MVM GTER Ltd.: its main activities are electricity generation, ensuring the
availability of back-up power plants, and the management and operation of
the quick-start back-up gas-turbine power plants owned by itself and MVM
Ltd.;

MVM MIFU Ltd.: the company supplies district heating to the city of Miskolc
and generates electricity;

MVM North Buda Power Plant Ltd.: it generates heat and electricity with the
gas turbine cogeneration heating power plant in its ownership;

ATOMIX Ltd.: a subsidiary of MVM Paks Nuclear Power Plant Ltd., it provides
services on its site;

HUPX Ltd.: it is responsible for the operation of a power exchange;
CEEGEX Ltd.: it was established by HUPX Ltd. in June 2011 for the
establishment and operation of the domestic gas exchange;

HUPX Derivative Ltd.: it was established by HUPX Ltd. in July 2011. The
activities of the company include preparation for obtaining a licence
entitling it to operate the MTF market, to be issued by the National Bank of
Hungary;

MVMI Ltd.: it provides IT services to the members of the Group;



ENERGO-MERKUR Ltd.: it is engaged primarily in the trade of electrical
fittings and cables;

MVM HOTEL PANORAMA Ltd.: its main activity is providing organised
holidays;

Niker d.o.o.: a subsidiary registered in Croatia and engaged in providing
organised holidays;

Rémai Office Building Ltd.: its main activity is the operation and letting

to the members of the Group of the Office Building in Szentendrei (t,
Budapest and used as the head office of the Group;

Hungarowind Ltd.: its main activity is power generation from wind and solar
energy;

MVM NET Ltd.: it is engaged in the provision of National Trunk
Telecommunications Network (NTTN) services for government purposes;
telecommunications services of system interest for technological purposes;
and telecommunications services for business purposes;

Powerforum Ltd.: its main activity is the operation of an information interface
for electricity trade;

KOM Central Smart Metering Ltd.: the project company established by
MAVIR Ltd. is aimed at preparing the introduction of smart metering and
smart grids in Hungary;

Hungarian Gas Trade Ltd.: it provides gas supply to Hungary from several
different sources under its long-term gas purchase agreements and serves
the consumers;

MFGK Austria GmbH: it was established in November 2014 by Hungarian
Gas Trade Ltd. to perform gas trading activities in Austria;

MFGK Slovakia s.r.o.: it was established in December 2015 by Hungarian
Gas Trade Ltd. and MFGK Austria GmbH to perform gas trading activities in
Slovakia;

Hungarian Gas Storage Ltd.: its four underground storage facilities ensure
the security of supply for companies and the population;

MVM Partner DOOEL Skopje: it was established in April 2014 by MVM
Partner Ltd. and performs electricity trading activities in Macedonia;

MVM Oroszlany Power Plant Development Ltd.: the main activity of the
company is providing heating supply to the town of Oroszléany and the
village of Bokod;

MVM BSZKI Ltd.: it performs security service activities on its own in line with
the operating framework system of the MVM Group;

Hivatalos S.R.L.: it is a company that owns a hydropower plant in Romania,
the main activity of which is electricity generation;

HSSC Service Centre Ltd.: it performs accounting, payroll and controlling
services for the companies owned by Hungarian State Holding Company
Ltd.;

MVM NET Data Centre Ltd.: it was established in June 2016 by MVM NET
Ltd. for the implementation of an IT data centre to be established at the
Go6d substation of MAVIR Ltd.;

Smart Future Lab Ltd.: it was established in January 2016 by MVM Ltd. Its
primary goal to is provide professional support to the R&D&l activities of
the MVM Group in the future, including the incubation of business start-
ups associated with the energy industry, to devise a development support
platform for them, to provide training and mentoring to start-ups, and to
support them in successfully gaining market access;

MVM International AG: it was founded in August 2016 by MVM Ltd in
Switzerland. with the aim to provide, relying on the several decades

of extensive professional experience of the MVM Group, knowledge
management and training services to foreign partners under various
international agreements and cooperation as well as to facilitate the
participation of potential stakeholders in Hungary outside the MVM Group
(e.g. higher education institutions) and their liaison with other international
organisations;

NRG Finance Ltd.: it carries out electricity generation, heat sales and asset



leasing activities;

Réba Energy Supply Ltd.: as an industrial park energy supplier, it supplies
various types of energy to the companies located on the sites of the Réba
Group (at six locations in total) and performs operational services under
long-term agreements.

Karpat Energo Ltd. (in liquidation): its main activity is a power plant project;
on the basis of the resolution of the Shareholders’ Meeting of MVM Ltd.
adopted on 14 January 2011, the financing of the project was terminated.

'EKS Service' Ltd.: it is a company engaged mainly in the corrosion
protection of power transmission lines.

Dunamenti Power Plant Ltd.: it is a company engaged in electricity
generation, in which MVM Ltd. holds a qualifying interest;

Matrai Power Plant Ltd.: it is a company engaged basically in electricity
generation and associated coal mining activities, in which MVM Ltd. holds a

qualifying interest;

Zsigmondy Vilmos Harkény Spa and Balneological Hospital Not-for-profit
Ltd.: it is a rehabilitation centre for in-patient care;

South Transdanubian Human Resources Not-for-profit Ltd. (in voluntary
dissolution): as part of its non-profit activities, the company performed
research and education activities to the benefit and for the development
of the population and economic and social institutions of the South
Transdanubian Region and the Kalocsa Subregion. It is currently under
voluntary dissolution.

South Stream Hungary Ltd.: the company is the project company of

the Hungarian section of the South Stream. The project company is not
engaged in activity at present, because the implementation of the project is
unlikely.

Agri LNG: The purpose of the project is to ensure that natural gas from
Azerbaijan reach the Central and South-eastern European states. Under
the project, the Sangachal terminal in Azerbaijan would be connected

to the port of Kulevi, Georgia on the Black Sea by a pipeline, where the
construction of a gas liquefaction terminal is planned. The countries
concerned in the AGRI natural gas pipeline project are Azerbaijan, Georgia,
Hungary and Romania. The company carried out a feasibility study, and no
decision has been made yet on the further fate of the project;

Panrusgéz Gas Trade Ltd.: its main activity is natural gas trade;
Power-to-Gas Hungary Ltd.: it is a company established for establishing a
power-to-gas power plant capable of producing gas for the gas network.
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KEY TECHNICAL AND BUSINESS OPERATION INDICATORS

The MV Group closed the 2016 business year with a profit before tax of HUF liability arising on the basis of the settlement of corporate tax and income tax
66,353 million. Net sales amounted to HUF 1,034,149 million. The MVM Group payable by energy suppliers.
incurred an actual tax liability of HUF 14,462 million in 2016, which is a tax

Profits of the MVM Group (HUF million)*

Trading profit/(-)loss 52,901 57,161
Net sales 1,266,496 1,034,149
Own performance capitalised 22,430 24,753
Other operating income 55,159 79,502
Material-type expenses 1,038,185 835,105
Staff costs 89,824 96,154
Depreciation charge 54,763 53,621
Other operating expenses 108,412 96,363

Profit/(-)loss on financial transactions -13,913 9,192
Income from financial transactions 52,234 35,462
Expenses on financial transactions 66,147 26,270

Profit before tax 38,988 66,353
Tax liability 24,369 14,462
Corporate tax difference arising from consolidation -91 3,465

Profit/(-)loss after tax 14,710 48,426
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Profits of the MVM Group (HUF million)*

Share of external members in the profit/(-)loss after tax of subsidiaries -31 46
Adjusted profit after tax 14,741 48,380
Amounts of aid granted 3,757 5,050
Corporate tax reduction 2,000 5,000

*Under the transitional provision of the Accounting Act in force as of 1 January 2016, the figures of the previous business year of the consolidated report drafted as of 2016 have to be shown in accordance with the details of the con-

solidated balance sheet and profit and loss account schema established in Act Cl of 2015 amending Act C of 2000 on accounting and certain financial acts.

Key financial and technical indicators of the MVM Group**

Installed capacity of power plants MW, 2,910 2,929
Electricity generated (gross) GWh 16,749 16,437
Electricity purchased GWh 14,123 18,167
Electricity sold GWh 32,814 34,146
Heat sold TJ 2,411 2,619
EBITDA HUFm 107,519 110,782
Total assets HUFm 1,324,419 1,439,571
Equity HUFm 755,472 815,601
Fixed Assets Ratio % 61.92 57.8
Rate of Return on Assets (ROA) % 1.1 3.36
Rate of Return on Equity (ROE) % 1.93 5.94
Rate of Return on Sales (ROS) % 1.16 4.68
Rate of Earnings Per Share (EPS) HUF 382 1.256
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Net debt/Equity (Indebtedness Ratio) - 0.06 -0.03
Net debt/EBITDA - 0.41 -0.19
EBITDA/interest paid (Interest Coverage Ratio) - 19.73 58.21
Operating cash flow HUFm 157,466 116,090
Consolidated projects in the reference year HUFm 52,671 62,942
Average headcount persons 8,106 8,142

** |n the above statement, the key indicator figures for the base period are shown identically with the Integrated Report published in 2015. In terms of the comparability of the published and deposited 2015 Report with the reference

period, the differences and reclassifications arising from the conversion of 2015 are set out in the balance sheet and profit and loss account shown in Chapter E of the 2016 Consolidated Annual Report of the MVM Group.

The issued capital of the MVM Group comprises 38,550,150 shares, each to

the face value of HUF 8,000, 100% of which is held by the Hungarian State.

The entirety of ownership rights and obligations over the shares due to the
Hungarian State are exercised by Hungarian State Holding Company Ltd. on the
basis of Section 3(1) of Act CVI of 2007 on State assets. Its voting ratio is 100%.

The increase in fixed assets relative to the previous year is justified primarily by
the increase in projects to be implemented by MVM Paks Nuclear Power Plant

Ltd. and MVM NET Ltd. as well as by the tangible assets acquired due to the
acquisition of the companies newly included in the Group, Raba Energy Supply
Ltd. and NRG Finance Ltd. The improvement of the Interest Coverage Ratio
resulted from an increase in the EBITDA and a significant decrease in interest
expenses. In 2016, the MVM Group was obliged to pay fines to the amount of
HUF 64.4 million. More information is available on the pecuniary, financial and
earnings situation of the MVM Group in the 2016 Consolidated Annual Report
of the MVM Group.
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The MVM Group received the following major state and EU grants in 2016:

KOM Central Smart Metering Ltd. received a grant of HUF 2,463 million for
the implementation of the Intelligent Grid Pilot Project in 2016. The main
task of the project is to study the introduction alternatives of a national
smart grid system by evaluating the operating experiences of project
components.
In 2016, MVM NET Ltd. won EU grants under GINOP applications, which
it will use for purchasing assets and developing the optical trunk network
and an access network. The grant amount was HUF 9,375 million, which
was disbursed in December 2016 in the form of an advance payment.
Development projects implemented:
GINOP 3.4.1: In 2016, the company was developing optical networks
in 13 districts in the country under EU Project GINOP 3.4.1-2015
'Development of New Generation NGA and Backhaul Networks’, aiming
to ensure that internet connections with at least 30 Mbps upload and
7.5 Mbps download speed reach everyone within the next few years
after the completion of the project. MVM NET Ltd. will be able to utilise
the network primarily for government and business users. Planned
completion of the project: 31 December 2018.

GINOP 3.4.2: As a member of a consortium, MVM NET Ltd. participated
in the EU Project GINOP 3.4.2-VEKOP-15 ‘Development of the Network
Access and Connections of Institutions’, under which it develops access
networks for hubs implemented in connection with Project GINOP 3.4.3
using wired technology (optics). Planned completion of the project: 10
April 2019.
GINOP 3.4.3: As a member of a consortium, MVM NET Ltd. participated
in EU Tender GINOP 3.4.3-VEKOP-15 "Consolidation of Government
Networks and Increasing Their Capacity and Performance’, under which
28 telecommunications hubs will be established, which will ensure that
institutions performing state, municipal and administrative tasks become
connected to other sections of the National Trunk Telecommunications
Network via a secure infrastructure of satisfactory quality and with
satisfactory transmission speed across the country. Planned completion of
the project: 10 April 2019.

In 2016, Vértes Power Plant Ltd. accounted for HUF 5,198 million in coal

subsidy, of which HUF 981 million was the transferred amount. The power

plant is entitled to a coal subsidy until the end of 2018.

The installed capacity of the power plants of the MVM Group was 2,929 MWe in 2016. In 2016, the gross domestic consumption was 44,446 GWh (+1.57%), the
amount of import was 12,714 GWh (-7.65%), and gross domestic production was 31,732 GWh (+5.26%). The share of imports in domestic consumption was 28.61%

(-9.37%).
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2014 2015 2016
Electricity generated by the MVM Group (GWh) 16,628.0 16,748.8 16,437.2
coal/biomass 693.0 561.0 0.0
natural gas 229.0 271.0 302.4
distillate oil/fuel oil 11.0 19.0 6.3
nuclear 15,649.0 15,834.0 16,053.9
renewable 46.0 63.8 74.6
Electricity output of the MVM Group (GWh) 15,534.0 15,706.8 15,514.6
coal/biomass 536.0 442.0 0.0
natural gas 224.0 272.0 269.5
distillate oil/fuel oil 11.0 19.0 5.6
nuclear 14,717.0 14,911.0 15,166.6
renewable 46.0 62.8 72.9
Heat generated by the MVM Group (TJ) 2,954.0 3,117.0 3,468.6
coal/biomass 364.0 397.0 4.0*
natural gas 1,855.0 1,941.0 2,616.6
distillate oil/fuel oil 0.0 0.0 0.0
nuclear 735.0 779.0 848.0
Heat output of the MVM Group (TJ) 2,593.0 2,739.0 2,908.3
coal/biomass 301.0 331.0 4.0*
natural gas 1,836.0 1,917.0 2,413.3
distillate oil/fuel oil 0.0 0.0 0.0
nuclear 456.0 491.0 491.0

* The entire amount is biomass.



KEY TECHNICAL AND BUSINESS OPERATION INDICATORS

In 2016, energy generation by the MVM Group on the basis of renewable sources was as follows:

Heat energy generated Electricity generated Electricity generated Electricity generated

from biomass from wind energy from solar power

from hydropower

3.982TJ 47.485 GWh 11.060 GWh 16.067 GWh

The following table shows the percentage utilisation rate of the power plants of the MVM Group. The utilisation rate was determined as the ratio of the annual
electrical output (electricity sold) and the maximum annual electricity output attainable on the basis of the installed capacity.

MVM Paks Nuclear Power Plant Ltd. nuclear base load power plant 90.38% 91.40%
Vértes Power Plant Ltd. coal/biomass conserved 21.46% 0%
MVM GTER Ltd.* distillate oil and, at the Bakony  tertiary backup power plant 0.53% 0.31%
Power Plant, natural gas as well

MVM North Buda Power Plant natural gas cogeneration power plant 46.70% 46.43%
Ltd.**

MVM MIFU Ltd.** natural gas cogeneration power plant 7.53% 9.32%
MVM Hungarowind Ltd. renewable/wind small power plant 25.49% 23.53%
MVM Hungarowind Ltd. renewable/solar small power plant - 15.58%
Hivatalos S.R.L. renewable/hydro small power plant 55.43% 68.33%

* Backup power plant used for system-level balancing

** The primary objective of power plants is to meet heat demand
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The reform of the EU Emissions Trading System (EU ETS) in 2016 has had and will
have impact on the member companies of the MVM Group that use fossil fuels.
The EU ETS aims to encourage the cost and economically efficient reduction of
greenhouse gas emissions. As part of this effort, the quantity of greenhouse gases
that may be emitted by energy intensive industries is limited. Demand for emission
allowances has decreased in recent years, which has led to the reduction of
carbon prices and the accumulation of a significant surplus of emission allowances
in the system. This process jeopardises the fundamental objective of the EU

ETS, which is to provide an incentive to the cost-efficient reduction of emissions
and low carbon innovation. Therefore, the European Commission carries out a
comprehensive reform in the EU ETS system. As the first step in the reform, the

EU has recently adopted a decision on the establishment of a market stability
reserve (MSR) related to the EU ETS. Through this reserve, it wishes to reduce the
significant surplus of emission allowances accumulated in the EU ETS and to make
the system more resistant to fluctuations in the balance of demand and supply.
Another significant change affecting the quantity of emission allowances is that the
total quantity of allowances has to decrease faster than previously, thus the annual
'rate of linear reduction’ will be 2.2% instead of 1.74% from 2021 on.

The review of the free allocation system will bring about another change, during
which the about 50 sectors with the highest risk of relocating their production
outside the EU will be given priority. In doing so, a significant number of free
emission allowances will be allocated for new and expanding facilities and more
flexible rules will be introduced to ensure that the quantity of free emission
allowances be more in line with the output data.

Other changes include the establishment of support funds that would facilitate
transition to a low-carbon economy in the industrial and electricity sectors.

Based on this, two new funds would be established: an innovation fund, the
extension of the already existing support, which can be provided for the
demonstration of innovative technologies, to industrial innovations representing
a breakthrough, and a modernisation fund for the upgrading of the energy
sector and major energy systems and for facilitating projects aimed at improving
the energy efficiency of 10 lower income Member States.

Member companies of the MVM Group that emit greenhouse gases over a specific
amount during their operation, thus hold a Greenhouse Gas Permit and are subject
to a certified declaration on their emissions, are included officially in the EU ETS
system. Certified CO2 emissions include CO, emissions from energy generation,
heat supply and other ones by member companies from activities subject to a
Greenhouse Gas Permit (including, e.g. the emergency diesel backup generators
of the Paks Nuclear Power Plant). The companies may no longer receive emission
allowances allocated free of charge for their electricity generation activities, thus
the emission quotas received free of charge were allocated for heat supply in the
Group in 2016. The main reason for the decrease in emissions compared to 2015

is that the units of the Oroszldny Power Plant have been permanently shut down
since 1 January 2016 with conservation and maintenance, so the power plant has
no CO2 emissions either. The member companies concerned obtain the emission
allowances required for energy generation on a market basis.

71.53
233.38

Allocated according to the National Allocation Plan

Validated CO, emissions
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At the 21st UN Climate Summit held in Paris in 2015, about 200 countries
committed themselves to prevent climate change and to protect human
civilisation. The Paris Convention sets 1.5 degrees Celsius threshold value for
global warming and the full neutralisation of greenhouse gas emissions by

2050. The reduction of carbon dioxide emissions, energy efficiency and national
contributions to the spread of renewable energy sources must be guaranteed

to achieve the Paris targets. As the largest energy operator in Hungary, the

MVM Group considers it important to do its share in combating climate change;
therefore, it formulated voluntary, specific commitments for the Group in relation
to COP 21, which were as follows:

reducing specific greenhouse gas emissions in the entire current portfolio

of the MVM Group by 30% per MWh by 2020 through the lifetime extension
project and new fuel management strategy of the Paks Nuclear Power Plant
and due to an increase in the volume of renewable-based energy generation
(base year: 2010);

pledging USD 10 million for financing R&D activities and the development
of other technologies that are innovative in terms of climate protection from
2016 to 2020;

greening the business vehicle fleet of the MVM Group, e-mobility
development up to 3% by 2020 (base year: 2010).

The Group did achieve the most important of the individual commitments,

a 30% reduction in greenhouse gas emissions compared to the base year of
2010, in 2016 (In 2010 the GHG emission was 1.083 kt CO, equivalent). The
main reason for this was the termination of the operation of Vértes Power Plant
Ltd. At the same time, the renewable-based electricity generation capacity
also increased significantly in 2016 and the transition to a new, more efficient
operating cycle was also carried out in the case of the Paks Nuclear Power

Plant. In addition, an energy efficiency management system was introduced in
2016 in the case of a number of member companies of the MVM Group, which
will result in further energy savings for the entire Group.

Smart Future Lab Ltd. was established within the MVM Group for supporting
R&D and innovative technologies. In the period up to 2020, it wishes to pro-
vide a significant amount of support over and above voluntary commitments
in this area, mainly for helping the initial steps of promising start-ups and for
primarily innovative developments and businesses and ones that are promising
in terms of climate protection.

At present, in the process of greening the motor vehicle fleet, four electric and
10 hybrid vehicles are in service at the MVM Group. The Group procured nine
of them under a lease scheme in 2016.

The network development needs are determined in the network development
plan of the Hungarian electricity system prepared by MAVIR Ltd. as transmission
system operator on the basis of calculations and modelling, taking into account
the development plans of the distribution licensees. This plan is submitted to the
Hungarian Energy and Public Utility Regulatory Authority (MEKH) every year, and
its implementation begins once it is approved. MAVIR Ltd. acts independently
on network development issues of the MVM Group.

By implementing what are required in the network development plan
approved by the MEKH and other development activities, MAVIR Ltd. ensures
that the level of security of supply be maintained or increased wherever
possible. The necessary interventions on the network are determined and
carried out by bearing in mind these goals, based on the least cost principle.
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The development and refurbishment plan, which is updated every year, was
worked out with consideration to the above and according to the following

additional considerations: trades on a number of European stock exchanges and OTC
markets through its Budapest centre, thereby ensuring the possibility of a rapid

The new construction, refurbishment and maintenance works required for response to price changes at the international level. In addition to electricity, the
maintaining or, wherever possible, increasing the level of security of supply company also offers energy services to its customers. The Company resumed its
form a complex unity in order that the performance of these tasks can be natural gas sales activities in 2016.
ensured in a coordinated way and the most efficiently even in the long term,
at optimum cost. is the largest gas trader in Hungary. The company is
During development activities, the requirements that ensure the the most important partner of Hungarian gas distribution companies in the reli-
enforcement of the 'n-1" principle required for transmission networks must able supply of natural gas to residential gas consumers, and also plays a signifi-
be determined by means of network calculations. cant role on the end consumer market.

For providing support to the substations of the transmission network in
the other direction, the possibility of interconnections with international
transmission lines must be taken into account and, considering a domestic

. ) ) Electricity

alternative, the more favourable solution must be applied. . 4

Due to the quality parameters expected by consumers, the possibility Residential customers 304 278

of supporting larger cities by constructing a second line section in the Public institution and business customers 292 318

transmission network must be examined. Commercial customers 11,999 12,619

The availability of dependable reserve stocks required for the secure

. . Natural gas

operation of the grid must be ensured.
In order to efficiently achieve the above goals, the company continued the Residential customers 0 0
development works rated by the MEKH as ones serving public purposes also in 2016. Public institution and business customers 0 44

Commercial customers 0 217

Electricity fed into the transmission network GWh 41,349 43,090 42,143
Transmission loss GWh 391.6 4238 3994
Transmission loss percentage % 0.95 0.98 0.95
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The number of transmission network customers of

Residential customers

Industrial customers

Commercial customers

Institutional customers

DSO - Distribution system operator customers

TSO - Transmission system operator customers

The supreme risk management body, the Risk Management Committee
operating as a section of the Management Board, holds monthly meetings,

at which it discusses the most important current group-level information
provided to executives and and/or risks that require a position to be taken.
The risk management response given to the risks faced by the MVM Group as
a whole and its individual member companies and discussed here may be the
reduction, avoidance, passing on/sharing and acceptance of the given risk.

If the Committee considers a risk to have an extent that may not be tolerated,
the acceptance of the risk may not be an option among the above responses.
In this case, risk mitigation measures are decided on depending on the extent
of the hazard. In the case of risks considered extremely high, a variety of meas-
ures can be initiated to reduce the risk to the desired level.

Management decisions include the contents and responsible officers of and
deadline for risk management measures. The Risk Management Committee

in 2016 is shown in the following table.

o O O O o~ O

receives status reports on the implementation of the actions from the chief
executive of the company concerned and/or the heads of the central function.
Following the implementation of risk management actions, the company
concerned and/or the function report(s) to the Committee on the result of the
action, on the basis of which the risk exposure can be re-evaluated and further
actions that may be needed can be determined.

Operating as the supreme management body of the risk management system,
the Risk Management Committee performs a high level of risk management
control for the MVM Group, and serves as a consultative and commenting
forum for the preparation of decisions to be taken by the Chairman and

CEO of MVM Ltd. in connection with group-level risks and risks arising at the
member companies.

The Risk Management Committee meets monthly and the risks discussed can
be divided into the following subjects:
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most significant strategic, operational and financial risks relevant to the
MVM Group;

of the above, especially financial risks: bulk commodity, foreign exchange
and interest rate hedging transactions and counterparty risk;

the most significant individual risks of the individual member companies;
ad hoc risk management issues escalated by the companies;

monitoring the status and risks of projects of strategic importance and/or
high risk projects;

a summary of reports prepared from data collected and analysed in the
process of Integrated Corporate Risk Management (ICRM) covering the
entire Group and evaluation of risk maps (profiles) for the individual member
companies and the whole Group.

Besides the Risk Management Department preparing the meetings, the
members of the Committee, the organisational units of MVM Ltd. performing

a central management function and the member companies may also

make proposals for the subjects to be submitted to the Risk Management
Committee. In addition, the risk reports compiled as a result of the ERM
process also serve as input in order for the senior management of the Group to
become familiar with all relevant risks in time and to appropriate depth.

The Risk Management Committee approves the main elements and processes
of the integrated corporate risk management system (ERM), with special
regard to the obligations of the companies regarding the identification,

assessment, reporting and management of risks and the development of risk
mitigation strategies.

The Risk Management Committee is also responsible for ensuring compliance
with the recommendations of the Sole Shareholder of MVM Ltd. for risk
management (corporate management recommendations of Hungarian State
Holding Company Ltd.).

In order to achieve the objectives set in the integrated corporate risk
management system, the main activities of the Risk Management Committee
are as follows:

support of the development of appropriate risk management culture within
the MVM Group;

determination of risk management tasks related to corporate and group-
level strategic decisions, initiatives and transactions, and examination of the
fit between strategy and risk management;

review of the risk assessment methodology submitted by the Risk
Management Department to the Risk Management Committee under the
ERM, the risk universe and the limits subject to reporting, discussion of

the changes proposed in the rules, and development of a position and
guidelines on these issues;

discussion and monitoring of action plans regularly appearing in the Group
and relating to newly emerging significant risks.
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At the companies of the , procurement activities are performed
by centralised procurement organisations, which apply uniform principles, rules
and methods during their activities. The central procurement organisation of
MVM Ltd. is responsible for devising a procurement framework system. The
‘centrally controlled’ procurement operations so established provide flexibility
and a high degree of independence to the member companies for carrying
out their tasks, handling their daily needs and, at the same time, allows proven
and accepted methods to spread within the Group. During the business year,
about 8,550 tender procedures worth HUF 177 billion were launched at group

level.

During its procurement, the MVM Group applies competition procedures
under equal conditions and lays special emphasis on procedural steps that
ensure competition neutrality (communication to potential suppliers at the
same time and with identical contents, separation of technical and financial
evaluations, opening of bids before a body, etc.).

Among the procurement support systems, the application of the SAP R/6

SRM system must be pointed out: it is used by all member companies of the
MVM Group in a uniform design, which greatly helps the control and analysis
of processes. The system covers and documents the procurement process
from ordering to the payment of supplier invoices, and compels the staff

to check the process at a number of points and to approve the individual
steps at the appropriate level. The Group aims at the application of modern
solutions (e-procurement, e-catalogue-based ordering) during its procurement
processes.

The members of the Group use a uniformly devised and documented supplier
rating system for managing the risks associated with suppliers and evaluating
their performance. It is mandatory to carry out pre-qualification during supplier
assessment in the case of every business partner entering into a procurement
contract over HUF 25 million: in addition to the verification of essential company
data, the assessment includes a review of the financial and earnings situation
and ownership background of the partner as well as the evaluation of legal,
environmental protection and security considerations through the involvement
of the appropriate functions of the company. Since the members of the Group
perform pre-qualification on the basis of a uniform methodology, in order to
reduce the administrative burdens, every member company has the opportunity
to adopt pre-qualification completed by another member company.

The Environmental Protection Department of MVM Ltd. and the environmental
staff of the member companies have a prominent role in the management

of environmental risks associated with suppliers: during the pre-qualification
procedure and also during the tender procedures, they have the opportunity
to apply environmental risk considerations. During supplier pre-qualification,
they verify the existence and validity of the licences, permits and certificates
required for the activities of the supplier, and during this they are entitled to
declare the pre-qualification unsuccessful; in such a case, automatism in the
procurement system ensures that no contract can be concluded with the given
partner. In the case of self-interest, the procurement organisation involves

the environmental function in the preparation and evaluation of invitations to
tender. This ensures that the environmental risks related to the specific task or
order are evaluated and managed:
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based on the evaluation of environmental risks, the scope of the agency for which
tenders are to be invited can be reduced or extended:;

in the part relating to the verification of the suitability of the supplier, it is possible
to require appropriate conditions (licences, permits, certificates, official certificates,
qualifications, references, action plans, etc.) or to exclude the application of
certain solutions, technologies or materials;

environment-specific elements may also appear among the conditions for

the acceptance of performance (e.g. measurement records, approval by an
independent body or authority).

In 2016, 1,174 new suppliers were assessed, of which 78 companies were
assessed on the basis of environmental criteria.

In order to achieve the objectives set out in its adopted strategy and to increase
the transparency and efficiency of resource management, the set
out the tasks and rules related to the use of development resources in group
level policies. The consultative, supreme management board for the resource
allocation and resource use of development needs and projects is the Project
and Investment Committee.

The MVM Group carries out developments in several areas in order to
contribute to the improvement of the economic performance of Hungary in
the medium and long run, taking into account the principles of environmental
sustainability. In 2016, the MVM Group implemented several projects in

the areas of energy generation and transmission, which serve economic
sustainability.

Proportion of local suppliers % 94.46
Total suppliers number of 4,836
entities
ber of
Local suppliers nam e,r,o 4,568
entities
P ti f local liers (based t
roportion of local suppliers (based on procuremen % 93.54
value)
Total value of procured goods/services HUFm | 172,348
Value of goods/services procured from local suppliers HUFm | 161,210

The implementation of projects ensuring safe and stable electricity generation
in connection with the extension of the lifetime of the units of

by 20 years continued with high priority also in 2016.
The implementation of the lifetime extension programme of the nuclear power
plant provides job opportunities for the employees of the nuclear power plant
in the long term, its efficient operation guarantees cheap electricity and creates
a stable economic environment for external economic businesses participating
in the operation of the nuclear power plant.

Another prominent development of Paks Nuclear Power Plant Ltd. was the C15
project, which made it possible to introduce a 15-month operating cycle for
the units. With the introduction of the new cycle, the amount of overhaul work
decreases, and the radiation exposure of those working at the power plant and
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the number of failures resulting from maintenance risk are significantly reduced.
In relation to the total lifetime, the number of shutdowns and restarts of the
units, the ‘transient conditions’, will be lower, by which the competitiveness and
efficiency of the power plant will also improve.

As a result of the severe reactor accident that occurred at the Fukushima Nuclear
Power Plant in 2011, the Hungarian Atomic Energy Authority required that MVM
Paks Nuclear Power Plant Ltd. carry out projects that improve the already high
safety level. The implementation of these projects continued also in 2016. Under the
Targeted Safety Assessment (TSA) programme, the earthquake resistance of the in-
dividual technologies and related facilities and, through the installation of additional
back-up facilities, the redundancy of safety systems will continue to improve as well
as the means of preparation for emergency situations will further increase.

Under the Intelligent Network Pilot Project implemented by

, the establishment of Central Smart Metering and its control
system and the installation of smart meters and separate devices ensuring smart
metering began at endpoint locations in 2016. The Central Intelligent Network
Pilot Project aims to establish and test an electricity, natural gas, district heating
and water metering infrastructure that can contribute to the modernisation of the
energy system, taking into account sustainability, competitiveness and the security
of supply together, the improvement of the energy efficiency of and conservation
by consumers, and the handling of system regulation problems. The successful
implementation of the Pilot Project can establish the establishment and operation
of a smart grid system based on a representative sample.

continued the development of its wireless communications
network also in 2016. Outstanding among the development projects is the
LTE450 MHz Project, which allows the wireless communication demand for

government purposes and of state-owned companies to be met in a modern
way and public business communications services to be provided. In the
summer of 2016, the network reached the coverage value required by the
Authority, and its live commercial operation started.

The aims to become an active and key player on the domestic
e-mobility market in terms of infrastructure and services and to have its own
nationwide charging infrastructure and support system, on the basis of which it is able
to meet customer needs to a high standard by providing complex and integrated
e-mobility services. In order to achieve this, started establishing a

nationwide electric charger network infrastructure operated by itself in 2016.

In accordance with its strategy, the MVM Group wishes to lay emphasis on
increasing the share of renewable energy sources within domestic generation.
ommissioned its 10 MW
photovoltaic solar power plant in Pécs in 2016. The total value of the project
was HUF 4,897.8 million. The amount of eligible grants is HUF 4,194.6 million.
The Pécs solar power plant is expected to reduce the country’s annual carbon

As a first significant step,

dioxide emissions by nearly 15,000 tonnes per year.

The construction works of fuel tanks each with a rated capacity of 1,000 cubic
metres began at the Litér and Sajészdged Power Plants of MVM Ltd. The
activities relating to licensing are performed by the Contractor, while the work
relating to environmental permits is carried out by

in 2016
(development of substations, transmission line works and system development)

The development of the transmission network of

played an outstanding role in maintaining Hungary's security of energy supply
and economic competitiveness.
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Due to the development works, in accordance with the network development
plans, about 673 km of new 400 kV transmission lines and eight new
transmission network substations were established and several substations were
expanded in Hungary between 1999 and 2016. Of these development projects,
the last ones were as follows:

The 2016 Network Development Plan (NDP) approved in Decision No
75/2017 of the MEKH requires the establishment of the Kecskemét 400/120
kV substation by 2020. In its Decision No 1870/2017, the MEKH classified the
substation as a public transmission component. The Government assigned
national economic priority status to the project (Government Decree No
65/2017 (11.20.) Korm).

The preparatory works of the projects began in 2016. A Preliminary Feasibility
Study was completed from the company’s own resources, in which the main
parameters of the project, the site and 400 kV route outlines were identified.
According to it, a new 400/120 kV substation will be established with a 2x250
MVA transformer and a 2x70 MVAr tertiary shunt reactor in the area of
Kecskemét, by establishing a new Albertirsa—Kecskemét 400 kV double circuit
transmission line and connecting it to the substation, and splitting the 120

kV distribution network lines or connecting them to the substation. A 400 kV
switchgear will be installed with one and a half breakers and two field lines, as
designed. The 120 kV switchgear will have two bus-bars, and planned to receive
eight transmission lines. At the 400 kV voltage level, a direct double circuit 400
kV transmission line will provide connection from the Albertirsa substation to
the transmission network, in an estimated length of about 55.6 km.

The 2013 Network Development Plan approved in Decision No 118/2013 of
the MEKH requires the establishment of the G6dallé 400/132 kV substation
by 2016. In its Decision No 245/2012, the MEKH classified the substation as a
public transmission component.

According to it, a new 400/132 kV substation was established with a 2x250
MVA transformer and a 2x70 MVAr tertiary shunt reactor in the area of
Go6dollg, by splitting the second system of the Albertirsa—Géd 400 kV
transmission line and connecting it to the new substation. The preparatory
works of the project began in 2012, and the construction works were carried
out between May 2014 and October 2016. The 400 kV transmission line field
was connected to the grid in July 2016, then both transformers were put into
service in August. In cooperation with the Distribution Licensee, the 132 kV
transmission line fields were also connected to the grid in September. The full
trial run of the substation was completed on 21 November 2016.

The 2013 Network Development Plan (NDP) approved in Decision No 822/2014
of the MEKH prescribes the establishment of the Szigetcsép 400/132 kV
substation in 2016. In its Decision No 1761/2014, the MEKH classified the
substation as a public transmission component. According to the 2015 NDP
approved in Decision No 483/2016 of the MEKH, the final deadline for the
project is the end of 2017. The preparatory works of the project began in 2014
and continued in 2015. The building permit of the substation became final on 4
April 2016. The construction works for the establishment of the substation began
in September 2016. The 400 kV high-voltage primary devices required for the
establishment of the substation were transported to site. The transformers and
a 400 kV tubular bus-bar were procured under a public procurement procedure.
The implementation of the substation can be completed by the deadline.
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The 2015 Network Development Plan (NDP) approved in Decision No
483/2016 of the MEKH prescribes the establishment of a 750/400 kV
substation in the area of Kisvarda by 2019. In its Decision No 4921/2015, the
MEKH classified the substation to be established and the transmission lines
connected to it as public transmission components. The establishment began
with the preparation of a Preliminary Feasibility Study in 2015. The preparation
of the project continued in 2016 with the preparation of a Detailed Feasibility
Study and the launch of licensing procedures. After the approval of the
Detailed Feasibility Study, the work continued with the preparation of public
procurement aimed at the procurement of primary devices, the launch of the
land acquisition process and the commencement of the detailed design. The
construction works are planned to be carried out in 2018 and 2019.

The Sajéivanka—Rimavské Sobota (SK) and Goényli-Gabdikovo (SK) and
Gony(i-Velky Dur (SK) 400 kV interconnections are included in the Network
Development Plan (NDP) approved in Decision No 650/2015 of the MEKH.

In its Decision No 1272/2014, the MEKH classified the facilities as public
transmission components. The projects are included in the Ten-Year Pan-
European network development plan of the ENTSO-E (Ten-Year Network
Development Plan, TYNDP), and were awarded the title of projects of
common interest (PCl) under Regulation (EU) No 347/2013 (the ‘Regulation’).
In accordance with the Regulation, the European Commission reviews the list
of EU projects of common interest every 2 years. The second list approved

on 18 November 2015 is expected to remain in force until February 2018.
The second phase of the preparation of two Slovak-Hungarian cross-border
400 kV transmission lines and the substation modifications required for them
began in 2016.

The official licensing procedures started by sending notices of the launch of
the PCl project to the MEKH in the form defined in Article 10 of the relevant
Regulation (EU) No 347/2013.

The public procurement procedures announced for the preparation of the
detailed designs of the transmission lines and the substations, for design
review and for the provision of routes were successfully completed. The
contracts for design and design review were concluded at the end of 2016.
The contracts for the provision of routes were concluded in January 2017.
The Establishment Contract for the implementation of connections was
signed with the Slovak system operator (SEPS) in the presence of high-level
government representatives on 1 March 2017. The planned commissioning
of the transmission lines may take place in 2020.

MAVIR Ltd. received a non-repayable grant from the European Union for
the preparatory works of the Sajéivanka—Rimavska Sobota (SK) and Gényli—
Gabdikovo (SK) and Gonyd-Vel'ky Dur (SK) 400 kV cross-border transmission
lines and related substation development projects (feasibility studies,
detailed design and licensing) under the
TEN-E (Trans European Networks — Energy)
and the Connecting Europe Facility (CEF)
programmes of the EU. In both cases, the
aid intensity is 50%."

The content of the information brochure cannot be considered the official position of the European Commission or the Innovation and Networks Executive Agency (INEA). The Commission and the INEA are not responsi
ble for the content of the information brochure to any extent; the views expressed in the document reflect only the opinion of MAVIR Ltd.



IMPORTANT PROJECTS AND DEVELOPMENT ACTIVITIES

The 2015 and 2016 Network Development Plans (NDPs) approved by the
MEKH in its Decisions Nos 483/2016 and 75/2017, respectively, also prescribe
that 220/120 kV transformer No V and its required 220 kV and 120 kV
switchgear be installed at the Detk 220/120 kV substation of MAVIR Ltd., to
be implemented in 2017.

The public procurement procedures announced for the procurement of

a transformer and the 120 kV and 220 kV equipment were successfully
completed and the delivery of the equipment began in 2016.

The 2015 and 2016 Network Development Plans (NDPs) approved by the
MEKH prescribe that a 220/120 kV bus-bar and a switchgear be installed at
the Pécs 400/120 kV substation, to be implemented in 2017.

The planning of the project and the procurement of the equipment started
in October 2015, then the procedure for implementing the project was
launched in November 2016.

The 120 kV tubular bus-bars required for the establishment of the 120 kV
switchgear and the high-voltage primary equipment were procured under a
public procurement procedure. The construction works began in March 2017
with the delivery of the work site.

In order to eliminate the considerable overloading of the Oroszlany-Gydr 220

kV transmission line in several design breakdown situations, the 2015 Network
Development Plan prescribed the replacement of the phase conductors from
350 mm? to 500 mm?. The cables were replaced with the planned technical
content and in compliance with the budget on 23 September 2016.

With respect to the technical solutions applied during continuous development
activities, the company aims to apply new, innovative solutions and uniformity.
New transmission line pylon types have been designed in the past year (Katica

| and ), which ensure a higher level of reliability required by the relevant
standards. In the case of ongoing projects, the new pylon types will be installed.

In addition to network developments, the refurbishment of aged network
components and secondary systems was also carried out with great efforts in
the past years. The refurbishment works of the Paks 400/120 kV transformer
station progressed steadily on the basis of the schedule prepared by

taking into account the shutdowns of the units in 2016. Instead of scrapped
transformer No Il, a now one was put into service in May. The primary and
secondary refurbishment of 120 kV fields Nos 2, 16, 3 and 5 and 400 kV field
lines Nos 3 and 5 was carried out and the protection of field lines No 6 was
replaced. Full completion of the refurbishment is expected at the end of 2018.

Commissioned in 2000, the protection instrumentation and control systems
of the Martonvésér and Tiszalok substations became overaged over the past
15 years. Accordingly, in order to maintain their operational safety, MAVIR Ltd.

replaced the protection instrumentation and control components in the system
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of the substations in 2016. In accordance with the new directives applicable to
secondary systems, with the implementation of the refurbishment, both the
automatic protection system and the control and instrumentation system operate
with state-of-the-art [IEC-61850 communication at the substation. The planning
of the upgrading of the secondary systems of the Sajészoged 400/220/120 kV
substation to 400 kV and the Pécs 400/120 kV substation to 400 kV also began

in 2016. Due to the breakdowns caused by extreme weather in the past years,

in part at the request of the MEKH, MAVIR Ltd. conducted tests to see at which
points and by what interventions the transmission lines could be strengthened,
because they are the most exposed to such effects. Therefore, MAVIR Ltd.
launched a programme aimed at increasing operational safety. The programme
had two main directions: a partial reconstruction of the Paks line corridor and

the reconstruction of busy motorway crossings in accordance with reliability level
2 specified in the relevant standard. Under the programme, the reconstruction

of the section concerned of the Perkata—Paks 400 kV transmission line began

in the first phase. The foundation works were completed and the pylons to be
installed were manufactured in 2016. According to plans, cable installation will be
completed by 30 October 2017. The detailed design of the reconstruction of the
Paks-Litér 400 kV transmission line planned in the second phase was carried out
simultaneously with the construction work. According to the schedule of the work,
the foundations and pylon manufacturing will be completed in 2017, and pylon
erection and cable installation will be completed in 2018.

In order to increase the operational safety of busy motorway crossings,

MAVIR Ltd. launched a programme to review them and to have the detailed
designs of the required modifications prepared, then to reconstruct them. The
crossings must comply with the specifications of reliability level 2 set out in
Hungarian Standard MSZ EN 50341-1. According to preliminary assessments,
the reconstruction of the crossings can be carried out by the replacement of

the pylons and the re-balancing of the lines. The specific technical content will
be specified in the detailed designs prepared for the individual crossings in
preparation for the project. The detailed designs for the reconstruction of the
30 crossings reviewed in the first step have been completed. We plan to begin
the reconstruction of the crossings in 2017. As of 2018, after the possibilities of
deenergisation and the restriction of traffic on the motorway become known,
the reconstruction of eight to ten crossings will be planned annually.

In order to maintain the operational safety and reliability of the transmission
network and to considerably increase the service life of the transmission

lines, aged pylon foundations are refurbished as a result of diagnostic tests.
Construction works also began in accordance with the approved foundation
refurbishment technology. The refurbishment of foundations does not require
deenergisation. In accordance with the approved foundation refurbishment
technology, the foundation refurbishment works on the Zapad-Albertirsa

750 kV, the Albertirsa-Szolnok and Sajészoged-Jdzsa 400 kV, and the Jozsa—
Debrecen 120 kV transmission lines were completed in 2016. The foundation
refurbishment works of the Dunamenti Thermal Power Plant-Albertfalva 220 kV
transmission line and the refurbishment works of foundations covered by water
for prolonged periods were also carried out in 2016.

Due to an increase in telecommunications demand and the deterioration

of the quality of the individual connections, the protective conductors were
replaced with 96-strand optical fibre OPWGs on several transmission lines.
OPGW suppliers were selected for the (Mukacheve, Ukraine) National
Boundary-Sajészéged, Albertirsa-Szigetcsép and Szigetcsép-Martonvasar
400 kV; the Detk-Zuglé II, Detk-Sajészéged Il and Dunamenti-Ocsa 220 kV;
and Ocsa-Soroksar 120 kV transmission lines through public procurement. The
construction will start in 2017 and will be completed in 2018.



DECOMMISSIONING

On the basis of Government Decree No 314/2005 (XI1.25.) Korm. on environ-
mental impact assessment and integrated pollution prevention and control
permit procedures, the decommissioning and abandonment of the

are subject to environmental impact assessment on their
own. With lifetime extension, the decommissioning date is postponed by 20
years. The objective is to fully decommission the units and to ‘clean up’ the site
to such an extent that allows further use without any particular restrictions.

In fact, decommissioning and dismantling must be considered a reversed
construction activity, so it can be stated that the nature of impact sources and
impact process are largely the same as those usually associated with construc-
tion activities, such as high particulates load, air pollution from transport, and
an increase in noise and vibration levels.

The essential difference comes from a much larger quantity of waste

and the appearance of tasks relating to the disposal of radioactively
contaminated waste. After decommissioning, the vast majority of radioactive
decommissioning waste is expected to be either releasable or recyclable, and
can be deposited in its final form in future waste repositories.

Established by the Atomic Energy Act on 1 January 1998, the Central Nuclear
Fund is a segregated state fund also providing financing for, in addition to the
final disposal of radioactive waste, tasks associated with the decommissioning
of nuclear facilities.

Under Act CXVI of 1996 on atomic energy, MVM Paks Nuclear Power Plant
Ltd. pays a significant amount to the Central Nuclear Fund (CNF) every year,
which also serves, among other things, the financing of the tasks relating to the

decommissioning of the nuclear power plant. The nuclear power plant paid
HUF 21,294.1 million to the CNF in 2016.

In accordance with the reorganisation plans previously approved by both the
European Union and Hungarian legislation and with the commitments made
to the EU, the deep coal mine of Vértes Power Plant Ltd., the Mérkushegy
Mine, ceased coal production at the end of 2014. The reclamation of the
underground mine area, the removal of the equipment and the shutdown of
the facilities are foreseen to last until 2018. The coal subsidy provides cover
for the costs of the obligations arising from the mine closure. Provisions have
been accumulated for the shutdown of the power plant and for covering other
obligations of reclamation.

As of 1 January 2016, a heating plant implemented under the project manage-
ment of MVM Oroszlany Power Plant Development Ltd. has been supplying
heating to Oroszlany and Bokod. Simultaneously, the electricity and heat gen-
erating units of the Oroszlany Power Plant of were
shut down permanently on 31 December 2015 along with their conservation
and the maintenance of their condition. With this, the electricity generation
licence of the power plant is suspended, the district heat generation activity

is terminated and the electricity trading activity is suspended. In connection
with the closure of the mine and the shutdown of the power plant, a number of
tasks to be carried out arise, of which the most important are as follows:

provision of services until the autonomous operation of the OEF natural gas-
fired heating plant is reached;

performance of reclamation and environmental protection tasks;
conservation and maintenance of the condition of the power plant
equipment;

sale of unused properties and assets.
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All four sites of actively operate, thus the
company has no site affected by decommissioning. In 2016, three gas wells
were decommissioned on two sites in total. As part of this, after the well
assembly is backfilled (cement plug) and the well structure is cut, the well will
be removed and the concrete parts will be broken up, then the area will be
filled up with topsoil and returned to cultivation.

The simple cycle gas turbine thermal power plant built at Inota in the 1970s
received its environmental permit on the basis of the environmental legal rules
corresponding to that time. During its several decades of operation, in connection

with oil firing and the related handling of oil, soil and groundwater contamination
accumulated in the vicinity of the oil pump building and the oil trap and at the
main operations building on the thermal power plant site. In order to clean it up,

a remediation intervention began in 1999, which was an almost ten-year process.
(The gas turbines were shut down in 2000.) Starting with the completion of
remediation, was obliged to operate a groundwater post-monitoring
system on its Inota site until 31 December 2016. The authority accepted the closing
documentation of the monitoring system and consented to the backfilling of the
eight monitoring wells that had lost their function. This will be carried out in 2017.
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Environment

In performing its activities, the MVM Group influences the condition of the polluting surface or subsurface waters, noise emissions, electromagnetic
natural and built environments, thus during its operations, it continuously aims or radioactive radiation and the generation of a considerable quantity of

at minimising loads to the environment and using minimum amounts of natural production — occasionally hazardous — waste or radioactive waste), as well as
resources. In order to protect the environment, the group-level environmental impact on the natural environment, e.g. biodiversity.

policy’? of the MVM provides a framework for the environmental protection The data provided in the environmental protection chapter of the Report
guidelines to be continuously borne in mind during its operations. compiled on the basis of the GRI G4 Guidelines are based on 10 environmental
The environmental protection chapter of the Report essentially covers those subjects rated as important. In addition, the remarks made by the independent
companies of the Group that use considerable quantities of primary energy organisation certifying the Report in the previous year and additional

sources during their operations and have or may have impact that perceptibly requirements set by the GRI Guidelines played a role in the identification of
influences the state of the environment. Such influence may be emissions or the contents. Ten environmental subjects rated as important:

effluents to the environment (emissions polluting the air and the soil, effluents

—
Supplier ' '3
. ) Environmental
Materials Effluents o environ- _ ;"f&; .
Biodiversity grievance [ - L
used and waste mental . by N :
mechanisms ! i
assessment
",
Environ- Total
Energy mental Emissions Water environmental
compliance protection costs

2 http://mvm.hu/professional-information/environmental-protection/?lang=en
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Based on the foregoing, this chapter covers the following companies of the Group:
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MVM Ltd. Hungarian Gas Storage Ltd. MVMI Ltd. MVM OVIT Ltd.
MVM Paks Nuclear Power Plant Ltd. MAVIR Ltd. ATOMIX Ltd. MVM ERBE Ltd.
Vértes Power Plant Ltd. MVM Oroszlany Power Plant MVM NET Ltd. National Business Service Provider Ltd.

Development Ltd.

MVM MIFU Ltd.

MVM Hungarowind Ltd.

MVM BSZK Ltd.

MVM Partner Ltd.

MVM North Buda Power Plant Ltd.

Rémai Office Building Ltd.

MVM GTER Ltd.

Réba Energy Supply Ltd.
(NRG Finance Ltd.)

The chapter covers the companies that only perform office and administrative
activities only in the case of certain indicators; consequently, they do not

have any impact or only have an insignificant impact on the environment. The
data and results of companies the impact of which on the environment are
discernible and assessable in the given area are shown in the group-level tables
and diagrams provided in the individual sections.

QUANTITIES USED

Quantity of energy used

The use of nuclear, fossil and renewable primary energy sources during
electricity and heat generation activities account for direct energy use by the

MVM Group.

A significant change compared to 2015 is that the Oroszlany Power Plant of
Vértes Power Plant Ltd. has not been operating since 1 January 2016. This
explains primarily the decrease in the group-level values (regarding materials
and energy consumed, air, water and waste) shown in the chapter.

With regard to indirect energy use, the MVM Group purchases electricity,
natural gas and heat primarily for the purpose of operating its facilities and

buildings.
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The energy use and energy consumption figures are shown in the following table.

Quantity of energy used by the MVM Group (TJ)

Quantity of energy used for power generation purposes 178,186.92 178,296.29 175,035.16
Nuclear energy sources 164,852.00 167,232.60 170,432.24
Fossil energy sources (for power and heat generation purposes) 994277 7,994.03 4,327.05

Natural gas 3,365.33 3,543.26 4,234.29
Distillate oil/fuel oil 242.44 280.77 92.76
Coal 6,335.00 4,170.00 0.00
Renewable energy sources 3,392.15 3,069.66 275.87
Biomass 3,225.00 2,842.00 7.07
Wind 167.15 181.58 171.14
Water 0.00 46.08 57.84
Solar 0.00 0.00 39.82

Use for purposes other than power and heat generation 4,749.21 4,747 .81 4,555.66
Natural gas 64.25 67.62 70.42
House load 3,787.95 3,753.10 3,445.40
Heat (steam/hot water) 538.50 580.92 605.36
Electricity purchased 238.83 228.12 324.21
Quantity of energy used from fuel 119.68 118.05 110.27




QUANTITIES USED

The energy intensity indicator of the MVM Group indicates the energy use (TJ)
per net sales (HUF million). The MVM Group publishes the indicator as a time
series.

There are a number of ways to save energy and to reduce energy use. The MVM
Group aims at increasing the efficiency of energy conservation and energy use
by continuously monitoring and developing its environmental performance.
The major energy conservation development projects implemented at the
companies comprising the Group in 2016 are described below.

On the basis of Directive 2012/27/EU of the European Parliament and of

the Council, the regular performance of energy audits has to be made
compulsory for large companies, because significant energy savings can be
achieved by it. In order to determine the tasks required for the achievement
of the energy efficiency objective and to provide the conditions required for
the implementation of these tasks, Act LVII of 2015 on energy efficiency and
Government Decree No 122/2015 (V.26.) Korm. on the implementation of the
Energy Efficiency Act were passed.

3 Of these, three were added to the fleet in June 2016.

The ISO 50001 standard is aimed to assist organisations in establishing systems
and processes so that they can help reduce energy use and, along with it,
energy costs, and other related environmental impact as well. The introduction
and continuous improvement of the ISO 50001 allows the companies of the

to fulfil their obligations assumed in the energy policy and to
take the necessary steps to improve their own energy efficiency.

With the support of MVM Partner Ltd., Energy Management Systems
concerned, the
certification audits of which have been conducted by the auditors of EMT First
Hungarian Certification Ltd. By obtaining certificates under the 1ISO 50001
standard, the companies not only have fulfilled their statutory obligation,

but, by successful certification, have also taken further steps to protect and
maintain the environment.

have been devised at the companies of the

Five electric cars™ were purchased for the motor vehicle fleet of in
2016, with which a total distance of approximately 44,000 km was covered.

The parabolas installed on the central office building of

located in Szentendrei Ut, Budapest, which is also the head office of MVM
Ltd. and MAVIR Ltd., among others, help produce domestic hot water (DHW)
for the building, and during their use they resulted in saving about 3,000 to
4,000 m? of natural gas in 2016.

implemented several energy-saving measures in its various
branches of activity in 2016. As a result, it saved 106.9 MWh of electricity
compared to 2015. One electric car was purchased for the motor vehicle fleet
of ATOMIX Ltd. in 2016.
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At MV Ltd., the technological power consumption of the servers was
1,334,877 kWh in 2016 (1,469.16 kWh/server). By comparison, the power
consumption of a server was 1,627.95 kWh, while the total technological power
consumption was 1,344,141 kWh in 2015.

As a result of the energy efficiency measures that resulted in measurable
savings in the MVM Group in 2016, approximately 44 tonnes of CO, emissions
were prevented.

Additional major energy conservation or efficiency initiatives of the MVM
Group are included in the following table

Energy conservation or efficiency initiatives and implemented measures in the MVM Group

ATOMIX Ltd.

gradual transition LED-based light sources
during the repairs and maintenance;
development of the employees’ energy
awareness by training;

during the procurement of equipment,

not only the price, but also the energy
consumption level of the given product must
also be taken into account;

inspection of building services systems and
equipment.

MVM GTER Ltd.

with the rational operation of the auxiliary
feeding units of the Litér and Sajészéged
Power Plants, the costs of electricity supply to
stand-by state have already been optimised
previously, and the system has been operated
accordingly ever since.

failed and irreparable lighting fittings and air
conditioners have been replaced at the power
plants;

energy-efficient (LED) lighting has been
installed on the premises of the Litér and
Sajoszdged Power Plants;

at the L&rinci site, the heating systems of the
buildings leased by MVM GTER Ltd. were
separated by building and their temperature
control has been installed;

Rémai Office Building Ltd.

° in Q1 and Q2 of 2016, a photovoltaic solar

power plant with a total capacity of 29.5

kVA was installed and put into service in the
above-ground car park of the office building in
Szentendrei Ut, Budapest;

nine electric car charging points were installed
on the premises of the office building;

in Q2 2016, it purchased one purely electric-
powered NISSAN eNV200 van, which is used
for transport related to daily operation work.
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Energy conservation or efficiency initiatives and implemented measures in the MVM Group

MVM ERBE Ltd.

© partial upgrading of the water supply system of
the office building.

MVM NET Ltd.

© preparation of the OVIT-NET project entitled
Increasing the energy efficiency of telecommu-
nications containers;

° setting energy goals.

Quantity of water used

The quantity of water used by the MIVIVI Group is determined by the cooling
water demand arising during energy generation. The cooling water taken

by MVM Paks Nuclear Power Plant Ltd. from the Danube amounts to the
largest portion of this amount of cooling water used, more than 99%. During

MVM Ltd.

© procurement of energy-efficient products/
services during the procurement of services,
products and equipment.

MAVIR Ltd. |

* under Project No KEOP-7.9.0/12-2013-0041,
the transmission network substations were
assessed for their energy use, then a feasibility
study was prepared to upgrade their energy
parameters. Alternatives that can increase
energy efficiency and environmentally aware
operation on the sites were determined.

the rules.

MVMI Ltd.

° their goals include increasing the proportion
of virtual hosts/(virtual hosts + dedicated
physical servers) and reducing the electricity
consumption of server rooms.

MVM OVIT Ltd.

° in order to increase energy efficiency,
development plans and measures were
formulated in several areas relative to the
current consumption, which envisaged a 5%
reduction at the level of the company on
average. The measures are aimed at reducing
electricity, natural gas, district heat and vehicle
fuel consumption.

its water use, the Group complies with all relevant legislation and holds the
decisions of the competent authorities and the declarations of the providers
receiving the used water, which are required for operation in conformity with

mﬂ

v m
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Quantity of cooling water used
surface water
subsurface water
mains drinking water

other (e.g. industrial
water)

Quantity of process water used
surface water
subsurface water
mains drinking water

other (e.g. industrial
water)

Quantity of domestic water
used

mains drinking water

Total quantity of water used
Water use categories at

water used for cooling,
make-up process water supply,
domestic water supply,

fire water supply.

2,892,964.19
2,892,939.07
25.04

0.00

0.08

1,426.33
1,297.26
108.80
11.45
8.82

401.78

401.78
2,894,792.30

2,767,200.40
2,767,197.20
3.14
0.00
0.06

1,342.95
1,231.49
66.71
12.11
32.64

395.79

395.79
2,768,939.14

2,637,236.20
2,637,236.14
0.00
0.00
0.06

999.88
909.15
65.69
15.85
9.19

334.90

334.90
2,638,570.98

2,894,792.30

2,768,939.14

2,638,570.98

2014

2015

2016
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The cooling water of the nuclear power plant and the raw water used in the
make-up process water conditioning unit are supplied from the Danube,
drinking water demand is met from wells located in Csémpa (stratum water),
and water to the fire water systems is supplied from bank-filtered wells.

As the country's largest plant using raw water, the nuclear power plant takes
special care to protect the quality of water. In 2016, the quantity of cooling and
process water provided from abstracted surface water was 2,638 million m3.
The cooling pond of the is located about 9 km from
the NW boundary of the Vértes Landscape Conservation Area. The cooling
pond is an artificial pond established in the valley of Altal-ér, a brook, next to
Bokodi Oreg 14, a lake. Its main objective is to supply cooling water to the
power plant besides balancing the discharge of Altal-ér over time. The cooling
pond is not included in the national and international list of protected waters
and habitats. According to its water licence, the pond was made to store 4.2 to
6.6 million m3 of water. Its permitted water levels:

minimum operating water level

170.32 m above the Baltic Sea level [aBSI]
171.12 m aBS|

171.67 m aBS|

(lowest water level):
operating water level:
flood water level:

The quantity of water abstracted from the pond was 56,365 m?in 2016. Part of

it was forwarded to MVM Oroszlédny Power Plant Development Ltd. for use as
process water. Another part was used in the company’s own technology.

2,638,570.98 em? (2016)

total quantity of water used

115,478.75 em?® (2016)
total quantity of recycled used

Most of the resulting wastewater was conveyed to a closed ash lagoon, while
some of it was discharged into the public sewer.

The company uses mains water for domestic purposes. It is supplied by Northern
Transdanubia Waterworks Ltd. from its own karst wells (mostly from the water
produced from shafts XIV/A and XV/C at Tatabanya).
Karst water is abstracted during the operation of the .Some
of it is utilised as process water, and the majority of it is discharged into Altal-ér.
Mains drinking water, abstracted form the karst wells of the regional water
distribution company, is used for domestic purposes.

The process water required for the operation of the Oroszlany Heating Plant
owned by (about 12,000 m? of make-up
water) was supplied by Vértes Power Plant Ltd. until October 2016 (until the
completion of the circulation, pressure maintenance and make-up water project
ensuring autonomous operation)
The L&rinci Power Plant of has an external open-cycle cooling
loop; the water in the internal cooling loop is cooled through heat exchangers
with the water of a cooling pond. All the water heated in the external cooling
loop is returned to the pond, where it cools back. The water required for the
production of demineralised water is also taken from the cooling pond, and the
resulting concentrate is also returned there.

abstracts water from wells for domestic purposes on
its road vehicle and airport sites.

4.38 %
proportion of recycled used




Environment INTEGRATED REPORT | 2016 mﬂ

v m

Auxiliary materials used in

. 2014
Materials used the MVM Group (tonnes)

Materials for water-using operations

The complex operation of the MIVIVI Group results in the use of a number of
auxiliary materials. The following table summarises the materials that are the lime hydrate 241.2 219.3 255.6
most significant based on the quantities used out of all auxiliary materials used hydrochloric acid 596 611.0 584.6
by the Group. sulphuric acid 35 4.6 4.1
Given that the Oroszlany Power Plant has not been operating since 1 caustic soda 2538 2551 215.2
January 2016, lime hydrate belonging to materials for water-using operations Oils and lubricants
accounted for the majority of the auxiliary materials used in 2016. In the case of PCB-containing oils 0 0 0
f ils, the MVM i h ity of refill.
transformer oils, the Group monitors the quantity of refi transformer oils 17 61 369 18.8
Other materials
li fl
imestone (flue gas 51,763 39,373 0
desulphurisation)
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EMISSIONS AND EFFLUENTS

Emissions

The most significant environmental impact arising from the activities of the Group is the emission of carbon dioxide and other air pollutants produced during the
combustion of fossil energy sources. Carbon dioxide and certain unburned hydrocarbons play a role in climate change caused by the greenhouse effect, while
nitrogen oxides and sulphur dioxide damage the environment by generating acid rain. Suspended particles appearing in flue gas (dust) may also pose a hazard to
human health due to their size and the harmful substances adsorbed to their surface. The Group aims at always complying with the domestic and EU legal rules in
respect of air pollutant emissions.

The direct and indirect greenhouse gas emissions of the VIVIVI Group are shown in the following tables. Direct emissions include CO, emissions by power plants,
the CO, equivalents of petrol and gas oil used, methane emissions from the flaring and blow-down of natural gas, as well as the CO, equivalent of the refill of
metal-clad equipment, circuit breakers and measuring transformers with SF6 in 2016. Indirect greenhouse gas emissions include the CO, equivalent of the house
load and the quantity of electricity purchased.

Direct greenhouse gas emissions in the MVM Group (tonnes) 2014 2015 2016

CQO, emissions by power plant sites 688,636 631,063 239,523
CO, emissions from vehicle fuel use* 8,704 8,565 7,977
CO, equivalent of methane emissions 3,077 6,048 5,030
CO, equivalent of SF, gas 14,675 15,872 12,446
Total 715,092 661,549 264,976

WBCSD GHG Protocol Scope 1

*Due to formula error emission data have been re-reported
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Indirect greenhouse gas emissions in the MVM Group (tonnes)*

Carbon dioxide emissions from house load
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333,998

331,147

vm

304,466

Carbon dioxide emissions from purchased energy

20,831

19,897

28,278

WBCSD GHG Protocol Scope 2
*The data in the table are republished due to a formula error and the use of a new emission coefficient

The indirect CO2 emissions resulting from the heat energy used is not included, because we have no reliable data source about the origin of the heat energy.

In respect of the MVM Group, the following table shows ozone-depleting substance (coolant) emissions in CFC-11 equivalent. The reason for the major decrease

in 2016 is that the only industrial air conditioning system containing R11 gas was dismantled at the nuclear power plant.

Ozone-depleting substance emissions of the MVM Group (in CFC-11 equivalent, kg)
fill quantity

1,856.58

708.32

make-up quantity

43

The indicator' showing the greenhouse gas intensity of the MVM Group is the sum of the direct and indirect greenhouse gas emissions (tonnes) of the total

electrical and heat output (GWh).

20000 46

1 The data ont he figure has been corrected due to modified GHG emission data.
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Air pollutants emitted on the sites of the MVM Group are sulphur dioxide,
nitrogen oxides and particulates. Trends in these air pollutants in the past three
years are shown in the following table.

sulphur dioxide (tonne) 2,141 721 6
nitrogen oxides (tonne) 1,234 958 261
particulates (kg) 4,432 2,964 2,181

The air pollutants emissions (kg) relative to the total electrical and heat output
(GWh) in 2016 are shown in the following diagram.

0.1—— ,—04

sulphur dioxide (kg/GWh)
m nitrogen oxides (kg/GWh)
particulates (kg/GWh)

The wind, hydropower and solar power plants belonging to the 2016 portfolio
of the MVM Group generated 73 GWh in total in 2016. The generation of this
amount of electricity would result in about 80,000 tonnes of CO, emissions if
conventional power plant technology fired on lignite were used for generation.

In its 2016-2020 strategy, the MVM Group aims to contribute, by increasing its
participation in renewable energy generation, to the achievement of Hungary's
renewable energy use targets and to play a leading role in the implementation of
new electricity generation capacities, which utilise renewable energy.

In order to increase the share of renewable energy generation, authorised by MVM
Ltd., the subsidiary of the MVM Group engaged in renewable energy generation,
plans to submit a bid for the Invitation to Tender entitled
KEHOP-5.1.2-17 Promotion of renewable-based green electricity generation through
the installation of electricity generation systems not exceeding an installed capacity
of 0.5 MW under the Environment and Energy Efficiency Operational Programme
established by using aid provided by the European Union. The total capacity of
the proposed systems is 60 MW. If the bid of the company were successful and the
company received investment funds, the country’s carbon dioxide emissions would
be reduced by nearly 1,000 tonnes per year with the rated capacity of 0.499 MWp of
the individual photovoltaic power plants to be established. In addition, the company
plans to establish additional electricity generation systems with a total capacity of 40
MW through an application under Calls for Proposals KEHOP 5.1.1.

In order to achieve the objectives set out in the above strategy, to prepare and
establish the new capacities to be implemented, which utilise renewable energy,
and to efficiently coordinate the performance of tasks and communication, MVM
Ltd. established a programme organisation vested with full powers under the
programme entitled Renewable Programme.
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Liquid effluents

The quantity of liquid effluents from the MVM Group is determined by the
cooling water demand arising during energy generation. The cooling water Total water discharge by

taken by MVIVI Palks Nuclear Power Plant Ltd. from the Danube amounts to the MVM Group (‘000 m?)
the largest portion of this amount of water used (about 99.9%). The primary
objective of the cooling water system is to cool the condensers, which is not

Cooling water effluents 2,887,448 2,761,554 2,637,205

related to the nuclear processes of energy generation and is also free from
chemical treatments. The water abstracted from the Danube then physically natural water bodies 2,887,448 2,761,554 2,637,205
treated (filtered) is returned to the recipient after use in practically unchanged

quality. The discharged cooling water does not cause heat pollution in the sewers 0 0 0
recipient Danube, it increases only the heat load on the river, because the rate infiltration 0 0 0
of increase in water temperature does not upset the ecological balance. To

this end, the official permits of the company specify the maximum temperature Process wastewater/used 451 491 577
increment and the maximum water temperature of the Danube. The nuclear water

power plant observed these limits also in 2016. natural water bodies 140 173 155
The possible impact of the cooling water (hot water) returned to the Danube sewers 5 4 S
on subsurface waters is checked by an environmental monitoring system infiltration 307 315 417

established by the nuclear power plant. The analytical results of the detection
system installed at six points along the Danube, which comprises probes under Domestic sewage 294 248 272
the riverbed and monitoring wells specially installed in the section between the
power plant and the mouth of the Sié Canal, demonstrate that the effluents of

the power plant do not have any impact on the existing and potential bank- sewers 68 65 82
filtered water resources.

natural water bodies 147 91 110

infiltration 80 92 79
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In the case of the gas storage facilities operated by
, the quantity of water produced during hydrocarbon production and the
method of its disposal by site are as follows:

Hajduszoboszlé: The stratum water produced and separated during gas
conditioning and the process slop are handed over to MOL plc under an
existing service contract. The quantity of slop handed over for disposal in
2016 was 1,784 m?.

Kardoskut: The wastewater of process origin from separators and separated
as the light ends of glycol regenerators is always delivered to MOL plc for
disposal. The quantity of slop handed over for disposal in 2016 was 190.3 m®.
Pusztaederics: The stratum water without substances extracted from it,
which appear in the technological processes, is conveyed via a pipeline
system for storage in three double-shelled tanks. The content of the tanks
is transported out of site by tank lorry to the Bézakerettye site of MOL plc
under a contract between the two companies. The quantity of slop handed
over for disposal in 2016 was 2,276 m?3.

Zsana: The stratum water produced during gas conditioning and separated
from the product and the process slop are conveyed to the Szank Gas Plant
of MOL for disposal via a shared pipeline under a service contract made
between Hungarian Gas Storage Ltd. and MOL plc. The quantity of slop
handed over for disposal in 2016 was 4,512.8 m®.

The member companies of the selectively collect the waste
generated by them and in certain cases store it on their sites on the basis of
licences as prescribed by legislation. The companies hand over the hazardous and
non-hazardous waste generated during their operation to waste management
organisations holding a relevant licence for recycling, other treatment or disposal.

In 2016, most construction and demolition waste was generated in the largest

quantities (36.6% of the quantity of non-hazardous waste). Metal and metal-

containing waste (35.1% of the quantity of non-hazardous waste) as well as oil

and oil-contaminated waste (71.3% of hazardous waste) were generated also in

high proportions).

Non-hazardous waste 1,446.2 8,149.4 9,595.7
Hazardous waste 1,352.3 542.2 1,894.4
Production wastes 0.0 19.4 19.4

Condensate amounting to 0.08 m3 was spilled on the site of the Zsana Under-

ground Gas Storage Facility of as a result of a hole made on the cover

of a pair of insulating flanges on a DN 100 PN 63 bar pressure condensate pipeline.



EMISSIONS AND EFFLUENTS / REMEDIATION

Electromagnetic fields develop in our environment as a result of electricity
generation, transmission and use. The sources of electromagnetic fields

of network frequency (50 Hz) include household appliances, electric tools,
industrial equipment, electric means of transport as well as transmission and
distribution network components (transmission lines and substations). Electric
and magnetic fields develop in the vicinity of such equipment. One of the
important parameters of electromagnetic fields is that their magnitude and
effect quickly diminish as one moves away from the equipment.

regards the provisions of Decree No 63/2004 EszCsM passed on the
basis of the recommendations of the International Radiation Protection

During soil mechanics tests conducted on the site of the Lérinci Power
Plant of
with hydrocarbons. Thus, three area parts were examined for their soil and

in 2016, the site was suspected of being contaminated

groundwater contamination. The laboratory analysis results of soil and
groundwater samples taken during the environmental site assessment showed
contamination in excess of contamination standard B in two area parts (the
area of the former fuel station and the vicinity of the old oil tank, daily oil tank
and drawing-off units). In the knowledge of the results of the environmental
site assessment, MVM Ltd. informed the competent authorities of the

» https://www.mavir.hu/web/mavir-en/electromagnetic-fields

Association (IRPA) of the World Health Organisation (WHO) and the
recommendations of the European Union, which contain identical standards,

as applicable to the magnetic fields of transmission lines. The standards were
determined through several years of joint work by the representatives of a number
of scientific disciplines, taking into account safety factors at appropriate levels.

The facilities of the transmission network are built based on strict regulations
and permitting procedures, under continuous inspection, using proper
implementation techniques and keeping safety distances due to the life and
property protection requirements. This guarantees that the exposure of the
public to electric and magnetic fields be insignificantly low. More information
is available about electromagnetic spaces with industrial frequencies on the
website' of MAVIR Ltd.

contamination, and after notifying the authority provisions were set aside for
cleanup and remediation work.

On the basis of the degradation test of the samples taken from the area
affected by contamination, it was established that the contamination found
had come from the activities of the previous owner of the area 40 to 50 years
previously, thus the contamination could not be associated with the activities
currently performed on the site.
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NUCLEAR ENVIRONMENTAL PROTECTION

Nuclear environmental protection at the nuclear power plant is responsible

for monitoring radioactive releases from the power plant, determining their
composition, and continuously monitoring the natural and artificial radiation
conditions of the environment. Monitoring has two levels: remote measurement
networks continuously measure and monitor the quantities of the most
important emissions and ambient radiation as well as the meteorological
parameters, providing about 3.5 million pieces of data per year, and sensitive
laboratory analyses supplement and increase the accuracy of the remote
measurement results. The number of continuously taken (and as far as possible

Radioactive waste generated during the operation of the nuclear power plant

liquid

~ worn-out and activated or surface-contaminated fittings, equipment, pipes
and heat insulation

~ building materials from modifications (e.g. concrete rubble, wood material,
glass) and various contaminated metal waste and cables

~ metal waste generated at the maintenance shops, worn-out tools and metal
chips

~ 'soft’ waste produced during maintenance and operation (clothing, individ-
ual protective equipment, filter cartridges, cloths and plastic sheets)

INTEGRATED REPORT | 2016

representative) samples per year is nearly 10,000, and the number of mostly
nuclide-specific data obtained through their analysis is two to three times as high.

The new emission limitation system prescribed by Decree No 15/2001 (VI1.8.)
K&M entered into force in 2004. It compares both liquid effluents and gaseous
emissions to isotope-specific emission limits derived from the dose limit set for
the nuclear power plant (90 uSv). MVM Paks Nuclear Power Plant Ltd. actually
reached 0.32% of the emission limit in 2016; of this amount, liquid effluents and
gaseous emissions represented 0.26% and 0.06%, respectively.

evaporation residues (concentrates)
decontamination solutions

acid cleaning solution for evaporators

spent ion-exchange resin used in the primary loop
active sludge

active solvent mixtures

contaminated process boric acid solutions

Radioactive waste is the inevitable by-product of nuclear-based electricity generation; its treatment, interim storage and final disposal must be provided for.
Radioactive materials that cannot be managed as common waste on the basis of radiation protection parameters and that are no longer used are considered

radioactive wastes.

mﬁ

vm
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Radioactive releases in the Paks Nuclear Power Plant
Gaseous emissions

Total aerosols 0.89 0.61 0.44

131 | equivalent 0.02 0.11 0.01

Total noble gases GBag/GW _/year 14,700 13,900 12,700

Total tritium 2,070 2,420 2,570

Total radiocarbon 352 351 378

Liquid effluents
Corrosion and fission products 0.86 0.81 0.65
Tritium GBa/GW,/year 13,000 14,500 15,500
Solid waste
Waste remaining after processing m3 141.4 101.8 144.6
Activity MBq 134,978 91,530 106,432
Liquid waste

Liquid waste produced
Evaporation residues (total power plant) 231 185 161
Decontamination solution 0 0 0
Spent ion-exchange resin 4 7,3 9,2
Evaporator acid cleaning solution s 0 0 0

Total liquid waste stored m 8,397 8,255 8,259
Evaporation residue 6,741 6,599 8,220
Decontamination solution 560 560 560
Spent ion-exchange resin 209 217 226
Evaporator acid cleaning solution 211 211 211

The difference between the quantity of all liquid waste stored shown in the carrying it. More information about the nuclear environment protection
table and the sum of the items below it results from the fact that in the case activities of the nuclear power plant is available on the website of MVM Paks

of resin, there is not only resin in the containers, but also the transport water Nuclear Power Plant Ltd. (www.atomeromu.hu).
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Volume of hydrocarbon flared and vented by MFGT Ltd. (m?)
Volume of vented hydrocarbon

204,400 195,129 183,495

Volume of flared gas

298,073 284,190 193,120

Amount of drill waste and mud at MFGT Ltd. in 2016 (tonnes)

Drill mud and waste produced by drilling a fresh water dispersion medium

Waste identifier

010504 29,700

Chloride-containing drill mud and waste

010508 17,840

BIODIVERSITY

The MVM Group monitors the potential impact of its diverse activities on
biodiversity, and identifies protected areas in its areas of operation and in their
vicinity. As a result of its diverse activities, the MVM Group may have major impact on
biodiversity by operating power plants, reclaiming mine and other areas, performing
transport, constructing and maintaining transmission lines, using surface and
subsurface waters, occupying areas, emitting air pollutants and disturbing habitats.
In order to prevent the major potential impact listed above, they ensure that adverse
impact be avoided by taking appropriate measures during the planning, scheduling,
implementation and abandonment of the individual energy industry activities.

The plant site of MIVIVI Paks Nuclear Power Plant Ltd. is adjacent to a NATURA
2000 area designated along the Danube (‘Tolna Danube Branch’, HUDD20023).
The National Park Directorate for the Danube and the Drava River is the
management agency of the NATURA 2000 areas.

The Nuclear Power Plant is located in an area bordered by two major national
parks, the Danube-Drava River National Park and the Kiskunség National Park.

Despite human intervention, the immediate vicinity of the power plant is rich
in natural treasures. The sand grassland, marsh, boggy meadow and riparian
vegetation (Old and New Brinyd), the alder swamp and marsh woods, the
Dunaszentgydrgy wooded pasture and the floodplain of the Danube at Paks
provide habitat for a number of protected plant and animal species.

As a result of the discharge of warm water into the river, the total amount of
biomass in the Danube is also greater than in the upstream sections of the river.
The aquatic flora and fauna in the few-kilometre section downstream from the
point of discharge have one of the richest species composition in the region.
Various wading birds prefer to feed there, especially when the surrounding lakes
freeze over in winter.

The impact of the warmed cooling water and wastewater of the nuclear power
plant on the water quality and the flora and fauna of the Danube is checked
every 3 years with a system meeting the requirements of the Water Framework
Directive (Directive 2000/60/EC). As prescribed in the environmental permit, tests
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were conducted quarterly in the growing season. The results of the tests have

confirmed so far that the discharge of warm water had no major impact on the
population size of fish species protected under nature conservation legislation
and NATURA 2000 indicator fish species.

there are Natura 2000
areas next to Depot M and Inclined Shaft sites of the Méarkushegy Mine to be

Of the properties owned by

reclaimed by 2018 and in the vicinity of the Bokod Cooling Pond. There is no
Natura 2000 area or other protected area in the vicinity of the other properties.
The site of is located within
the administrative area of Oroszlany, on the plot under topographical lot No
0718/9, removed from the eastern part of the site of Vértes Power Plant Ltd. in
the Real Property Register. The facility was established within the Vértes and
Velence Hills in the Altal-ér Valley Subregion. Nature conservation areas in the
vicinity of the facility:

Vértes HUDI 30001 NATURA 2000 area;
Vértes Landscape Conservation Area;
Svandabereg-patak (a brook) Nature Trail.

No significant, harmful impact resulting from the operation of the facility and
affecting the flora and fauna needs to be considered. In NATURA 2000 areas,

no direct impact appears due to their large distance from the facilities. No
significant adverse environmental impact is expected on surface waters and their

flora and fauna when the prescribed limits are observed.

The main sites of are located in Budapest, Tatabanya,
Fels&zsolca, Géd, Bicske, Keszthely, Paks, Kiskunfélegyhédza and Szazhalombatta.
These are the company’s own (possessed) or leased sites, which are essentially
located in industrial areas or within inhabited areas. There are essentially non-

urban or agricultural areas in the immediate vicinity of industrial areas.

However, in the case of the company, it may occur as a result of its activities
that it is required to perform its installation works in, or in the immediate vicinity
of, protected areas (national parks, nature conservation areas, landscape
conservation areas, NATURA 2000 areas and special nature preservation areas
or ones of special importance). In these cases, special regulations apply to the
processes of the given work. The company considers it important to maintain

a close relationship with the environmental protection and nature conservation
inspectorates and national park directorates, to observe environmental
protection and nature conservation considerations (e.g. growing, mating or
hatching season, bird protection) and to agree the needs that may arise.

The Litér Power Plant of
Mogyords-hegy, a hill, forming part of the Lake Balaton Uplands National Park,

was established in the vicinity of

while the Sajészéged Power Plant of the company is located in the area operated
by the Blkk Mountains National Park Directorate. No major impact on biodiversity,
which is related to the activities of MVM GTER Ltd., can be detected.

In the case of there is no protected area of a significant

size among its owned or leased areas, but some of the about 30 to 40 m?
telecommunications substations and some of the optical networks are located
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in nature conservation areas. The activities of MVM NET Ltd. have no significant
impact on biodiversity.

As a State-owned company, has been seeking cooperation and
good professional relations with the environmental protection and nature
conservation authorities for several decades, and has established common
practice based on cooperation agreements with the National Park Directorates.
In 2016, the cooperation agreements concluded in 2000 were renewed with

all National Park Directorates as the management agencies of areas of nature
conservation importance. The cooperation agreements always lay down the
nature conservation conditions of the due tasks of cleaning clearing corridors
and continual maintenance, which allow, by taking into account nature
conservation interests, the management of areas under the high-voltage
transmission lines of MAVIR Ltd., which require maintenance.

At the national level, general nature conservation permit applications have
been submitted by county and government office for the maintenance of
transmission line sections affecting protected nature conservation areas of
national significance.

The existing grid is operated and new transmission lines and substations

are always established in a natural environment, which represents major
responsibilities for MAVIR Ltd. All this is carried out by taking into account the
needs of the natural and social environment to the maximum extent and by
carrying out preparatory work covering all details. Full compliance with the
environmental regulations represents an appropriate basis for the voluntary
‘green’ programmes involving the whole company.

MAVIR Ltd. has been running successful domestic and EU bird protection
programmes together with non-governmental and professional bird protection
organisations for years now.

Defective series of (Fire-fly and KS) bird diverters mounted on transmission lines
traversing the Moson Plain and on other transmission lines for experimental
purposes were replaced before. Several of the second-generation Fire-fly
diverters fell off again, this time as a result of not their suspension, but oxidation
due to the crown effect and the deterioration of the lamellas. The company
made a proposal to the manufacturer for modifying these devices, which
provided it with another type of experimental devices. After they have been
installed, their resistance is tested. The experimental application of KS devices,
which are resistant to the crown effect, is continued. The existing Fire-fly devices
are mounted only on protective conductors that are not threatened by the crown
effect. The 136 new KS devices procured in 2015 were mounted in 2016.

The placement of artificial nests on pylons, where the presence of protected
birds had been observed, continued (two new nests were added to the existing
ones and the placement of six standard nesting boxes are expected to be
mounted in the coming months). In addition to sakers, kestrels and Eurasian
hobbies, the representatives of a new species, a pair of peregrine falcons, also
found a nesting place on one of the pylons. With regard to the hatches in 2016,
the role of MAVIR Ltd. increased, because the number of nestlings having left
the nests was higher that in the case of nests on branches in nature. (The above-
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mentioned birds of prey use natural habitats in a decreasing number of cases.)
The camera monitoring programme continued in 2015 at the Albertirsa site, but
under a new, third LIFE project (LIFE 13 NAT/HU/000183 ‘Preserving the Food
Base of Sakers and Imperial Eagles in the Carpathian Basin’), which will last until
31 December 2018. The nesting habits of, and the composition of prey brought
to the nest by, both sakers and Eurasian hobbies could be recorded with the
cameras and analysed. Based on the recommendations of specialists, photo
traps procured under the LIFE programme were also mounted on the artificial
nests occupied by birds in 2016. The devices operated in accordance with their
intended purpose, and the observations made with them were successful. Under
the 3rd LIFE project, 15 new photo traps were procured. They were put into
service in 2016. Furthermore, 20 satellite tracking devices were also procured
under the project. They allow the observation and studying of the territories and
the preying habits of the birds nesting on the pylons.

During a foggy period in the autumn of 2015, more than 90 cranes collided

with transmission lines running in the vicinity of Fehér-td, a lake, near Szeged.
Presumably, visibility was fine in the area in previous years, but this time they could
not notice the transmission lines posing a hazard to them. Based on the obligation
imposed by the nature conservation authority and on the recommendation of

the environmental protection authority, the visibility of the transmission lines

had to be increased. Six hundred KS bird diverters were mounted along the
Szolnok-Szeged 220 kV transmission line in the nature conservation area around
Fehér-t6 near Szeged. The protection will be complete if the transmission lines of
the power distribution company running there will also be marked. As a partner,
MAVIR Ltd. joined the DANUBEPARKS Alliance founded in 2009 (within the
INTERREG call for proposals), which organises the cooperation of the network of

nature conservation areas along the Danube from Germany to Romania. One of

the aims of the programme is to make the high-voltage transmission line sections
crossing the Danube more visible with bird diverters in order to protect the birds.
Implementation is expected in the coming years within a European Union tender.

In order to protect the great bustards living in the area, 125 previously
procured bird diverters were mounted on the Gyér-Vienna 220 kV transmission
line in the first days of October. Additional diverters are expected to be
installed in the area.

In the same area, an additional 40 diverters will be mounted with a drone in
2017. The programme is part of an experiment that creates an opportunity to
mount bird diverters also in wetland areas that cannot be approached with

a heavy lifting-stage crane and where the lines cannot be equipped with a
technology using one-man cable cars.

MAVIR Ltd. organised an international bird protection conference with

the Otté Hermann Institute and the Hungarian Ornithological and Nature
Conservation Society for the seventh time, where a number of foreign speakers
presented international bird protection programmes along transmission lines
over a period of 3 days. The main themes of the programme were the hazard
of collisions between birds and transmission lines and the possibilities of
eliminating this hazard.

The 2nd LIFE Project running between 2010 and 2014, in which the company
also participated as a partner, received the award for the best LIFE project
programme.
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MAVIR Ltd. gave more than 50 presentations across the country in order to

present the bird protection and nature conservation activities of the company.

The presentations were given to children going to nursery, primary, middle
and secondary schools to university student groups at the request of non-
governmental and professional organisations.

The ecological assessment of clearing corridors under transmission lines
was carried out and the exposure of the avifauna living in the vicinity of
transmission lines to threats and possibilities of habitat protection for them
were examined under the environmentally conscious Project No KEOP-
7.9.0/12-2013-0041, which was successfully closed in 2015. It became possible
to redesign pylons due to which the clearing corridor width can be reduced.
In addition, a method was devised for the near-natural management and
maintenance of clearing corridors, which offers a greater opportunity for
preserving the diversity of the flora and fauna of clearing corridors.
The major impact on biodiversity at may primarily occur
during installation activities (transmission line, substation and overhead line,
and telecommunications works). During installation works, activities with
impact on the condition of the environmental media may be as follows:

foundation works;

cable laying and cable tunnel installation;

handling, installation and maintenance of equipment filled with hazardous

material;

topping up equipment, machinery or vehicles with hazardous material or

drawing-off of hazardous material from equipment;

storage and transfer of hazardous materials (vehicle fuel, oil, paint, varnish,

etc.) at the place of work;

operation of machinery and vehicles used during work;
passenger transport and materials handling;

collection of waste (hazardous and non-hazardous).

The environmental conditions of work are influenced by the classification of

the given area (work site) (as wetland, forest, grassland, sparsely wooded and
shrubby vegetation, meadows and fields) and the diversity of the flora and fauna
present as well as its sensitivity and protected status defined in terms of its ability
to support the species found there. In order to protect habitats and the flora

and fauna, work processes are carried out in compliance with the legal rules and
orders of the authorities, taking into consideration weather conditions and the
minimisation of the extent of treading.

For the protection of soil and arable land, it is a fundamental requirement to
appropriately remove the topsoil and to use it as arable soil. In the case of
arable land and soil temporarily retired from production, the size of treaded
areas should be minimised; when pits are excavated, the topsoil should be
placed in separate heaps; and the unnecessary load on the ground cover (oil
leakage and the incompetent deposition of waste) should be avoided.

When depot locations required for the temporary storage of raw and auxiliary
materials, machinery and equipment are established, in addition to technical
considerations, the areas representing the lowest value for agriculture and
nature conservation are used as far as possible. When work is performed on
the banks of surface waters and water courses are approached within 10 m,
the protection of the ground surface and engineering structures as well as
the preservation of the original condition are given increased attention. It
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is a primary consideration to avoid damage and contamination arising from
treading, the movement of heavy machinery, and the leakage of oil or other
hazardous pollutants.

During foundation works, groundwater is expected to appear in the pits on the
basis of the design groundwater level. In such a case, subsurface waters can be
protected and work can be performed unhindered by dewatering, which can be
carried out by sump drainage and pumping.

During construction, air pollution is caused by the operation of vehicles,
excavators, cranes, and material and passenger transport vehicles used for
establishment, construction, installation, maintenance and refurbishment. It can
be reduced by keeping the pollutant emissions of the vehicles below the limits,
continuously checking their technical condition and avoiding the unnecessary
movement of the vehicles.

In the event of drought, when the work site is approached on dirt roads, the dust
generated may result in particulate matter pollution, the impact of which can be
reduced by the proper choice of the travel speed of vehicles.

With respect to construction works, taking into consideration the nature of the
activity and the distance from the nearest inhabited areas to be protected, the
allowable noise pollution limit can be put at between 40 and 65 dB, which can
be observed in normal cases. Noise levels over and above this may occur due
to a failure or breakdown, at worst.

When hazardous materials are handled or used (warehousing, transport, storage
and application), the risk to the environment can be reduced or excluded to

a specific level through the application of appropriate protective and safety
measures. The company sets up spill trays (oil tray, blanket) during the handling,
installation and maintenance of equipment and the use of machinery and
vehicles, and at the time of refilling and drawing off liquids, where the leakage or
spill of hazardous materials (oil, fuel) is expected.

Both hazardous and non-hazardous waste is generated during construction and
installation works, which must be collected and its disposal must be ensured in
accordance with the relevant legal rules. The company fulfils the obligation to
dispose of waste by handing it over to an authorised transport and/or treatment
organisation holding a licence issued by the environmental protection authority
and by paying the cost of the service.

Natural habitats and agricultural areas may become damaged on occasion
during transmission and overhead line construction and installation and
telecommunications activities (deforestation, damage to vegetation), therefore,
the area is restored by reclamation. Reclaimed areas covered about 26.3
hectares in 2016 (this is a significantly lower value compared to 2015, which can
be mostly explained with the nature and reduced amount of construction and
installation works). After the establishment of clearing corridors, the amount of
trees cut down at the time of establishment is compensated for in accordance
with the decision of the local forestry authority by paying a forest maintenance
contribution or (on occasion) by afforestation.

The ash lagoon of the is
located 9 km from the NW boundary of the Vértes Landscape Conservation
Area. The estimated impact distance of any potential diffuse, near-surface,
periodic dust emissions released from the ash lagoon does not exceed 2 km.
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Among natural communities, karst shrub forests with common smoketree
(Cotino-Quercus pubescens), mixed karst forests (Fago-Ornetum) and
hornbeam-oak woods (Querco petraeae-Carpinetum) are typical.

In the majority of the stands, the grass layer is rich in species and has a highly
diverse composition. Typical are various sedge species (Carex halleriana, C. humilis),
Scorpion-vetch (Coronilla coronata) and species found in very large numbers in
warm oak stands: burning bush (Dictamnus albus), purple gromwell (Lithospernum
purpureo-coeruleum) and scented Solomon’s-seal (Polygonatum odoratum).

The local mine and industrial sites have considerably changed the natural
environment of the area. The proportions of surfaces covered by natural
vegetation and landscape components to be protected are low in the assessed
area. There are hardly any natural or near-natural habitats within a 1-km range
of the ash lagoon, unless the cooling pond established by the Oroszlany Power
Plant is considered as such, which in part serves recreational purposes and is

in part a bird habitat at present. However, the vegetation that has naturally
developed around the pond cannot be compared to the previous flora and
fauna at the location of the ash lagoon.

Various wildlife species, primarily roe deer, foxes and brown hares, can often be
spotted on the surface of the ash lagoon of the power plant.

There were pied avocet and egret nesting places in the reeds in the vicinity of
pools formed on the ash lagoon and amphibians in the water. However, due to
the obligation to reclaim the ash lagoon, in accordance with the orders of the
authorities, the draining of the natron lakes that had previously collected and the
cutting of the spontaneously grown reeds and vegetation began on containment
reservoirs Nos 2 and 4 in 2016 . In accordance with the reclamation permit, due to

the protection of the avifauna and protected amphibians, the works were carried
out between 1 September and 28 February. The first part of the works required for
the relocation of amphibians began on 12 September with the construction of a
drainage ditch. Due to the slow drainage of the water and the cold weather, the
protected amphibians could not be captured, but their relocation to a wintering
ground suitable for them could be monitored through continuous observation.
The birds returning in the spring will probably look for nesting places in the vicinity,
because their previous habitat was eliminated by 28 February 2017.

The operation of the power plant and the mine had an impact on both
subsurface and surface waters, therefore, the company considers it an
important task to protect water quality later, too.

Among surface water bodies, the operation of the power plant had the

greatest impact on the cooling pond. The operation of the power plant caused
heat pollution in the pond, but it did not exceed the prescribed temperature
difference of 10°C. Once the power plant was shut down, the cooling pond

did freeze over in winter, but still remained a favoured intensive water body for
anglers. The biological and ecological balance of the pond can be maintained in
the long term if a sufficient quantity of water is supplied.

In accordance with the orders of the authorities applicable to the cooling pond

of the Oroszlany Power Plant, a water flow corresponding to the ecological water
requirements of Altal-ér, a brook, was met continuously throughout the year, which
provided for the protection of local aquatic habitats and ones further away.

The heat pollution of the pond stopped with the shutdown of the power plant
on 1 January 2016. Other members of the MVM Group do not possess any land
that is protected or is owned, leased or managed adjacent to protected areas.



Enviroment

COMPLIANCE

In performing its activities, the MVM Group aims at achieving full compliance
with the legislation. To this end, some of the most important objectives are
to keep a record of, and continuously monitor, the environmental protection
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An environmental fine was imposed on one of the companies of the MVM
Group in 2016. Due to the operation of the Oroszlany Power Plant of Vértes
Power Plant Ltd. without a desulphurisation plant in 2014, the environmental

vm

legislation and other requirements relating to the activities of the Group, inspectorate obliged the company to pay a fine of HUF 21.426 million in 2016.
to become familiar with the legislation and requirements, to identify and
implement the tasks of the company arising from them, to evaluate the During the operation of the companies of the MVM Group, there were no
official complaints. A complaint (about noise) was received from the residents
of a neighbourhood next to the Zuglé transformer station at the end of 2016. Its

investigation has begun, and action is expected to be taken in 2017.

performance of such tasks, and to evaluate compliance with the regulations
and the requirements.

Inspections were held by the environmental protection authority at several
companies of the MVM Group in 2016. During the inspections, the authority
did not found any minor violation of the rules that would have resulted in the
imposition of a penalty or fine.

Other than the above, neither minor nor major environmental incident, damage
event or emergency occurred, and there were no condemnation by the
authorities and litigation at the companies of the MVM Group.

Total expenditure associated with the environmental measures and projects of the MVM

Group by type (HUF ‘000)

Current environmental expenditures 1,079,521.4 1,430,720.5 1,085,838.2
clean air protection 34,543.9 43,406.7 51,4261
treatment of solid non-hazardous waste 164,710.1 174,786.8 200,026.1
treatment of hazardous waste 262,194.9 153,888.5 209,718.9
wastewater treatment 50,421.3 62,557.8 45,824.8
other services 394,731.3 787,822.9 454,151.8
remediation 23,1493 50,319.6 51,1831
environmental product levy 2,715.8 78,821.3 53,168.1
environmental burden levy 147,055.0 79.117.0 20,339.3
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Total expenditure associated with the environmental measures and projects of the MVM
2015 2016
Group by type (HUF ‘000)

Fines 4,603.6 125.0 21,426.0
Internal environmental expenditures 304,767.9 355,895.6 361,260.7
Total costs and expenditures 1,388,892.9 1,786,741.1 1,468,524.8
Direct environmental capital expenditures 534,902.2 2,290,771.0 2,256,228.8
clean air protection 74,469.0 196,789.1 603,004.3
treatment of hazardous waste 737.2 237,841.2 1,088,433.8
treatment of solid non-hazardous waste 218.8 280.3 108.8
wastewater treatment 212,681.0 122,615.7 113,331.0
soil and groundwater protection 137,952.3 891,274.2 242,627.0
other 108,844.0 841,970.6 208,723.9
Integrated environmental capital expenditures 319,187.0 48,972.0 0.0
clean air protection 40,121.0 0.0 0.0
waste treatment 0.0 0.0 0.0
wastewater treatment 0.0 0.0 0.0
soil and groundwater protection 279,066.0 48,972.0 0.0
other 0.0 0.0 0.0
Total capital expenditures 854,089.2 2,339,743.0 2,256,228.8
Total 2,242,982.1 4,126,484.1 3,724,753.6




COMPLIANCE

Direct environmental projects, which are primarily associated with MVM to the environmental policy of the MVM Group. The companies where no
Paks Nuclear Power Plant Ltd., accounted for a significant proportion of environmental management system has been introduced are governed by the
environmental costs and expenditures in 2016. The company carried out the group-level environmental policy.

following major projects:

conversion in the cooling plant, HUF 525,187,000;
oil vapour exhaust system, HUF 8,726,000;
overhaul of the emissions monitoring system, HUF 37,894,000; MVM Ltd. MVM OVIT Ltd.
installation of MOWA (liquid radioactive waste cementing technology), MVM Paks Nuclear Power Plant MVM ERBE Power Engineering
HUF 1,043,272,000: Ltd. & Consulting Ltd.
modification of Liquid Waste Processing Technology, ~ HUF 42,329,000. Vértes Power Plant Ltd. ATOMIX Ltd.
. . MAVIR Ltd. MVMI Ltd.
In the MVM Group, ten companies operate environmental management
systems. The environmental policies of the certified companies must conform Hungarian Gas Storage Ltd. MVM GTER Ltd.




The chapter of the 2016 Integrated Report describing human resources
management and social responsibility lays emphasis on 17 social subjects

rated as important and one additional subject considered important by
stakeholders at the Stakeholder Forum, which are as follows:

Employment Labour grievance mechanisms Public policy Crisis management
Labour-management relations Freedom of association and collective agreement Anti-competitive behaviour Local communities
Occupational health and safety Human rights training for security personnel Social compliance Product compliance
Training and education Anti-corruption measures Social grievance mechanisms Process safety
Consumer health and safety Family-friendly workplace

Among operational support processes, human resources management has a
prominent role. HR administration services are provided to the MVM Group

by National Business Service Provider Ltd. in a uniform SAP HCM system. The
group-level regulations applicable to uniform HR operation (decentralised time
punching, recruitment and selection, remuneration of executives, performance

MVM Ltd. MVM MIFU Ltd.
Hungarian Gas Storage Ltd. MVM ERBE Ltd.
ATOMIX Ltd. MVM Paks Nuclear Power Plant Ltd.
MVMI Ltd. MVM GTER Ltd.

1 Companies with fewer than 10 employees each, have an impact of less than 1% on group-level data.

evaluation, planning and implementation of training, HR planning and
controlling, uniform employment contracts and information brochures) were
adopted by the individual companies within the Group.

The information presenting human resources management in the MVM Group
relates to the following companies with a staff of over 10."

MAVIR Ltd. MVM OVIT Ltd.

MVM Partner Ltd. Hungarian Gas Trade Ltd.
NUSZ Ltd. Vértes Power Plant Ltd.
MVM NET Ltd. MVM BSZK Ltd.



EMPLOYEES

The closing headcount of the companies of the MVM Group included in A breakdown of the employees of the MVM Group by employment and

full consolidation was 8,154 as at 31 December 2016, while the total closing employment contract type is shown in the following table. In 2016, 98.8% of the
headcount of the companies included in the above table was 7,672 as at 31 employees worked full time and 4.9% of them had definite-term employment
December 2016. This represents a decrease of 264 year-on-year (7,936 persons). contracts. Among full-time workers, the proportion of men is 73.3% and that
The change in the closing headcounts of these companies are illustrated in the of women is 26.7%, which is almost the same as their proportion in the total
following figure. number of staff. At the same time, women represent a higher proportion

among those employed for a definite term (35.6%).

DD

With an indefinite-term employment 7,816 7,571 7,296
contract

With a definite-term employment contract 287 365 376
Full-time 8,020 7,840 7,578
Part-time 83 96 94
Number of leased/borrowed employees 35 70 139

The increase seen in 2016 in the number of leased/borrowed employees is
caused by the Internship Programme launched in 2016.

m Males

Females
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The number and distribution of employees entering the MVM Group relative to the closing headcount are shown by age group in the following diagrams.

Number of new hires in the MVM Group in 2016 Proportion of new hires
(persons) in the MVM Group in 2016 (%)
309
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In 2016, 937 persons (including 384 women and 553 men) were new hires in the MVM Group, representing a proportion of 12.2% in total (5% women and 7.2%
men). The number of employees leaving the MVM Group was 1,034 (235 women and 799 men), representing a total of 13.5% (3.1% women and 10.4% men).
In 2016, the average length of service of male employees who left the Group was 15.63 years, while the corresponding figure was 10.28 years among female
employees who left.
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Number of employees left the MVM Group Proportion of employees left the MVM Group
in 2016 (persons) in 2016 (%)
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Average lenght of service of employees leaving the MVM Group years (2014-2016)
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Out of the MVM Group's staff working abroad, one person worked at the

foreign representation office in Moscow and four foreign representatives

worked for not more than 183 days at the foreign representation offices in
Moscow, Brussels and Bratislava in 2016.

In order to support — and eventually recruit — outstanding talents, the member
companies regularly receive students from higher education institutions for a
few weeks or months of practical placement or conclude learning agreements
with them. The Group operates a central career website, where the positions

Total headcount
Participants in performance evaluation

Proportion of participants in performance evaluation

An optional fringe benefit package (OFB or cafeteria) allows the employees
to individually include the benefits they use. The optional elements are laid
down in the agreements concluded with the advocacy organisations, taking
into account changes in taxation. The annual wage agreements stipulate
the maximum amounts which may be spent on social and welfare benefits.
The itemised distribution of the latter is determined by the employers in
agreement with the local works councils on the basis of local characteristics.

Based on the provisions of the Collective Agreement for the Electricity Sector
in force, the employer assumes part of the dues payable by employees,
which corresponds to minimum 4.5% of the gross pay of employees holding

to be filled at the companies appear on a shared interface. The companies
appear with their job offers at major job fairs in a coordinated way.

The Group operates a job assessment-based wage classification system

in order to ensure competitive and equitable remuneration. In addition to
the annual bonus system regulated at the group level, the remuneration
system is considerably based on the differentiated recognition of employee
performances.

persons 8,103 7,936 7,672
persons 2,502 2,395 2,291
% 30.88 30.18 29.86

membership in a voluntary pension fund. The voluntary pension fund dues
correspond to 1.5% of the contribution base.

In 2016, the number of employees eligible to retire within 5 years in the MVM
Group was 210 in total, while the number of those eligible to retire within 10
years was 571. The distribution of these data is shown by employee category in
the following diagrams.

According to the data provided so far, the details of those eligible to retire
within 5 years and within 6 to 10 years are included for reasons of clarity in the
two diagrams (the two sets do not intersect).
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In the MVM Group, a multi-level (local and group-level) collective bargaining
scheme is in place, which is connected to collective bargaining at the electricity
sector and national levels. At the companies belonging to the MVM Group,
employees are allowed to exercise the right of association, based on which
they may establish trade unions to further and represent their interests relating
to employment, may become trade union members, and may take up trade
union posts. The exercise of such rights is guaranteed by legislation: Act | of
2012 on the Labour Code and Act CLXXV of 2011 on the right of association,
non-profit status, and the operation and support of non-governmental
organisations.

The exercise of advocacy rights is ensured at both corporate (local) and
group level. The trade unions of the companies established the Trade Union
Federation of the MVM Group in 2007. Under the cooperation agreement
concluded by the employers belonging to the MVM Group and the Trade
Union Federation, group-level trade union rights are exercised at the Interest
Reconciliation and Consultation Forum of the MVM Group at group level.

m Transmission network — white-collar

m Transmission network — blue-collar

Power plant - white-collar

m Power plant - blue-collar

49—/

Main trade union rights include the conclusion of a collective agreement,
representation of the employees’ interests, review and comment on the draft
measures of the employer, and the request of employment-related information.
The most important trade union right is the conclusion of collective agreements.
The collective agreement regulates, firstly, the rights and obligations arising from
employment and, secondly, the relations of the contracting parties.

An agreement was reached on the amendment of the Collective Agreement
of the Electricity Sector in 2016. The amendments entered into force on 1
January 2017. Group-level Collective Agreement of the MVM covers MVM Ltd.
as dominant member and the controlled companies belonging to the MVM
Group as a recognised group of companies. In addition to the trade union
advocacy system, the employees exercise their participation rights through
works councils elected by the employees every 5 years.

The main rights of the works councils are collective decision-making on the use of
welfare funds, preliminary review and comment on the employer's measures and

35—

H Transmission network — white-collar
m Transmission network — blue-collar
324

Power plant - white-collar

m Power plant - blue-collar

184
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regulations, and request of information. In order to exercise the rights of works
councils and to further cooperation, the employer and the works councils may
enter into industrial agreements. The works councils of the individual companies
established the MVM Group-level Works Council in 2013 in order to exercise the
group-level rights of works councils. The employer side entered into a group-level
industrial agreement with the Group-level Works Council. The enforcement of
the rights of association and collective bargaining is also guaranteed, in addition
to legislation, by agreements (collective agreements) concluded between the
advocacy organisations and the employers at the company, group and sectoral
level. The trade union and the works council may enforce their claims arising from
the Labour Code, the collective agreement or the industrial agreement before
the court. In the event of an organisational change at the employer, based on

the provisions of the Labour Code, the employer is obliged to submit the draft
decision to both the trade union and the works council for review and comment.

In accordance with Section 264(1) of Act | of 2012 on the Labour Code, it seeks
the opinion of the works council on draft measures and regulations of the
employer affecting a larger group of employees at least 15 days prior to the
decision of the employer.

Year-end headcount

Number of employees covered by a local collective agreement
Proportion of employees covered by a local collective agreement
Number of employees covered by a sectoral collective agreement

Proportion of employees covered by a sectoral collective agreement

The following are considered, in particular, such measures by the employer:

reorganisation and transformation of the employer, transformation of an
organisational unit into a stand-alone organisation;

introduction of new a generation or investment programme, a new
technology or the upgrading of an existing one;

management and protection of personal data relating to employees;

use of technical devices for monitoring employees;

measures for establishing healthy and safe working conditions and
facilitating the prevention of work accidents and occupational diseases;
introduction and modification of new work organisation methods and
performance requirements;

plans relating to training;

use of employment-promoting subsidies

draft measures relating to the rehabilitation of employees who suffered a
health impairment or partially disabled employees;

determination of work pattern;

determination of the principles of remuneration for work;

environmental protection measures related to the operation of the employer;

persons 8,103 7,936 7,672
persons 7,944 7,698 7,468
% 98.0 97.0 97.3
persons 6,180 5,947 5,669
% 76.3 74.9 73.9
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measures aimed at meeting the requirement of equal treatment and
providing equal opportunities;

striking a balance between family life and work;

other measures specified in rules applicable to employment.

For organisational changes affecting several companies, the group-level
industrial agreement concluded with the Group-level Works Council contains
further provisions:
where a measure by the employer affects at least half of the companies
belonging to the MVM Group, the Group-level Works Council exercises the
participation rights granted to the works councils within the framework of
group-level bargaining;
in the event of collective redundancies, the Group-level Works Council
conducts the negotiations specified in the Labour Code if the redundancy
affects at least two employers;
in the event of a change in the entity of the employer, the Group-level
Works Council conducts the negotiations required in the Labour Code if the
measures by the employer affect at least three companies.

Under Section 272(5) of the Labour Code, the trade union is entitled to state
its opinion on the measures by (decision of) the employer or their draft to
the employer and to initiate consultations in this respect. According to the
cooperation agreement concluded with the Trade Union Federation of the
MVM Group, the employer side ensures that the group-level rights that the
trade unions and works councils are entitled to be exercised uniformly and
collectively in practice. Local collective agreements usually regulate the
relations between the parties in the same way as in the Labour Code. Given
that publicly owned employers may not deviate from the provisions of the
chapter of the Labour Code regulating the rights of trade unions and works
councils, according to Section 206 of the Labour Code, any possible different
regulations in local collective agreements are invalid.

In the event that an employee’s employment is terminated due to dismissal by
the employer or the dissolution of the employer without a legal successor, the
employee is entitled to severance pay. Receiving severance pay requires at least

3 years of employment. The amount of severance pay increases stepwise in
proportion to the number of years spent in employment. The employee is entitled
to additional benefits if his or her employment is terminated within 5 years before
the retirement age applicable to him or her. Severance pay is excluded if the
employee is already considered a pensioner or if the reason for termination is his
or her employment-related conduct or non-health-related ability.

Since the vast majority of employees are covered by collective agreements in
the MVM Group, the rules applicable to severance pay are considerably more
favourable than usual. Performance incentives may be paid to the highest
governance body of the MVM Group (executive employees subject to Section
208 of the Labour Code) for assessing and recognising their performance.

The objectives for the executives are approved by the bodies/persons in the
memorandum of association and the Remuneration Codes simultaneously with
the approval of the business plan for the given year, by setting performance
incentive requirements promoting efficient operation in order to successfully
achieve the business policy and economic objectives for the given year. Fifty
per cent of the amount of the performance incentives that may be set can be
associated with the fulfilment of the economic indicators set when the business
plan for the reference year was approved, and 50% with the performance of
the professional duties in the assessment period.

The fulfilment of performance requirements is evaluated simultaneously with
the approval of the report closing the business year.

The MVM Group is not aware of locations and suppliers where the right to exercise
freedom of association and collective bargaining may be at risk. The integrity of
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these rights is guaranteed by high level legislation, among others, Article VIl of the
Fundamental Law of Hungary and Act | of 2012 on the Labour Code. In 2016, the

total number of grievances received due to labour practice and filed, addressed

and resolved through formal grievance mechanisms was thirty: four were related to
employment, three to occupational safety, two to remuneration and 21 to labour issues
(compensation). Of these, four were closed in 2016 and 26 cases over ran into 2017.

The availability of an appropriately skilled workforce is continuously ensured
by multi-stage recruitment procedures setting requirements and expectations
accurately as well as by internal and external training. The Group also operates
a central career website, where the positions to be filled at the companies
appear on a shared interface.

A group-level Internship Programme has been launched in order to support —and
eventually recruit — outstanding talents. The first WATT'S UP Internship Programme of
the MVM Group was successfully closed in December 2016. Under the programme,
the member companies received 56 talented students with a calling for the energy
sector. Under the 6-month programme, gaining experience by the interns was
supported by mentors, training, plant visits and online follow-up. The drastic increase
in the number of borrowed workers between 2015 and 2016 is due to this programme.

The MVM Group has been an employer committed to supporting future specialists
for a long time. Therefore, it has decided to found the MVM Energy Scholarship.

The recognition may be given to university students who carry a high professional
potential for the future as shown by their academic results, professional and
scientific activities, and work in the area of corporate social responsibility. Based

on successful cooperation for years, the Group announced the scholarship
competition for students participating in relevant education offered by the
Budapest University of Technology and Economics and the University of Obuda for
the second time in the 2015/16 academic year. The scholarship was awarded to the
15 students submitting the best applications.

Fifty-two employees participated in the class of 2015-16 of the programme
supporting horizontal career paths. The goal is to intensively develop and
motivate specialists who provide outstanding professional performance and
to prepare them for possible rotation within the Group and move horizontally
within the organisation. The development programme focuses on project
management skills.

Thirty-six employees participated in the second class of 2015-16 in the
programme preparing them for vertical promotions. The goal of the
programme is to develop competence required for succession planning for
potential executives and to support their possible progress by development.

The implementation of the new strategy and the successful transformation
of the Group require talented, diligent energy specialists, who are able to
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perform tasks that go well beyond their current position within a short time; to
this end they do not shy away from the possibility of rotation, are committed
to the MVM Group, support the senior management, and have a strong and
unified understanding of energy trends and challenges. In the summer of
2016, an open tender entitled Vision 2020 was invited among the employees
of the MVM Group. During the half-year programme, the development of 24
employees was supported by personal skills development and expanding their
knowledge of methods and the industry.

Primarily staff working in various roles in the projects of the MVM Group par-
ticipate in the programme that comprises 2-day training, provides practical
project management skills and allows knowledge sharing. It aims to create a
common language and to build professional relations.

There is constantly increasing demand for e-learning within the Group. The
MVM Group uses e-learning tools in the case of training needs arising in the
individual technical projects, in connection with compliance with statutory
obligations, and in skills development and mixed training methods.

On the basis of individual training needs indicated by the specialist executive
staff to the human resources function, 45% of the employees of MVM Ltd. felt
the need to participate in professional conferences and skills development for

the purpose of individual training. A smaller proportion of them, 15%, require
individually to participate in office applications and language training. More
than 25% of the employees have learning agreements in connection with their
foreign language training currently underway and/or formal training at schools.

The Knowledge Centre programme ensures the continuous renewal of knowl-

edge and the updating of technology and business knowledge at both individ-
ual and group level. Its elements are the MVM knowledge management frame-
work system (MVM HUB) and the innovation management system (MVM Flash).

In 2016, managers (junior and senior managers) were developed according to
two distinct development principles. Firstly, the development of the managers'’
individual skills continued. About 350 junior and senior managers of the MVM
Group took part in self-knowledge training. The development of the individual
skills of senior managers was supported by managers training ('Kirt’ Academy,
Executive MBA and Leadership programmes). Secondly, the development

of managers at the organisation level appeared as a new element. This was
brought about by changes in management personnel in 2016. The TOP40

and TOP200 programmes were created in response to requests of the
Chairman and CEO: they were aimed at increasing dialogue and more direct
communication between the participants and interactivity. These programmes
provide an opportunity for sharing information within the Group, while also
help devise a certain management operating model. A culture change was a
priority theme of the TOP40 and TOP200 programmes in the autumn.
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The pays special attention to protecting its employees’ health
and improving safety at work. As a result of the operating characteristics of the
industry, occupational safety risks are higher than average; managing them is
especially important for the MVM Group. In order to protect the health and
working capacity of employees and to improve their working conditions, MVM
Ltd. has taken group-level measures, too, in the fields of work health, work
hygiene and occupational health.

In the MVM Group, industrial safety codes lay down regulations required for
work that is safe, which also extend to its contractual partners. The companies
prescribe the personal and material conditions of work that is safe within their
own codes and rules, in accordance with the Industrial Safety Act. The rules in-
clude all work processes in such a way that they influence the efficiency of work
activities to the least wherever possible.

The comprehensive safety codes ensure the achievement of the industrial
safety and hygiene objectives. On the basis of the codes, the Security Directo-
rate of MVM Ltd. regularly (and on an ad hoc basis, when occupational safety
or accident events occur) checks every year whether operation and the em-
ployees at the member companies comply with the codes.

It is essential to devise an educational system in the area of occupational safety
and health. Occupational safety specialists ensure the competent training of
their companies’ own employees and the workers of contractual partners. Each
new employee must receive training in occupational safety and health and fire
protection after being hired then later, at the frequency specified in the codes
and rules. The contractual partners of the MVM Group will also received the

same training if their activities justify it. During training, the codes and rules
associated with the activities are covered in detail and attention is also drawn
to hazards and risks as well as the possibilities of protecting the employees
against them.

The MVM Group pays great attention to establishing conditions for safer
operation, which includes the development of its employees’ safety awareness.
To this end, the MVM Ltd. launched a campaign called Security Plus in 2015,
which lasted until September 2016. The goal of the 1-year campaign was to
ensure that, using marketing communication tools, employees become familiar
and comply with the human and information security, fire protection and oc-
cupational safety rules as much as possible in their daily work and, as a result,
operational risks be minimised as far as possible. The campaign focused not
only on the employees of the MVM Group, but also on their family members,
thus, for example, the transport of children and the safety aspects of season
changes also became part of the campaign.

The weight of occupational safety in the MVM Group is further strengthened
and personal commitment is further enhanced by the change that in 2016 the
bonuses given to executives and managers was affected by the occurrence of
accidents at work and the efficiency of preventive measures.

In 2016, 79 work accidents resulting in lost working hours occurred in the
MVM Group, including no fatal or serious accidents. Compared to the
50 accidents that occurred in 2015, this represents an increase, but in
response to the change the Management of the MVM Group prepared a
comprehensive action plan for 2017. As part of this, it launched a health
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protection programme called InnoVital, which will include opportunities
for exercising, presentations, awareness-raising campaigns and lifestyle
improvement measures, which will help the employees maintain their health.

Work accident resulting in lost working hours
Injury

Lost working hours due to accidents at work and injuries

No injury or death associated with the equipment of the organisation occurred
among the public in 2016.

Under Act XClII of 1993 on occupational safety, in order to ensure health and
safety at work, employers consult the employees and their occupational safety
representatives and provide them the opportunity to participate in preliminary
discussions on the employer’s measures relating to health and safety in a timely
manner.

During the consultations, they ensure a balanced participation and the right for
employees and their occupational safety representatives to make proposals.
The election of an occupational safety representative is held at every employer
where the number of employees covered by the Labour Code reaches 20. If
the number of industrial safety representatives reaches three, an occupational
safety committee is established. On the initiative of the committee, the
employer or its competent agent is obliged to participate in the meeting

of the committee. The representatives of the employees and the employer
participate in equal number in the joint occupational safety body at the

Improving the physical and psychological balance is expected to reduce the
number of accidents in the workplace.

pcs 95 50 79
pcs 182 80 126
hours 33,895 10,770 10,638

employer. For companies where the law requires, 100% of employees have a
labour safety representative. Where the number of work safety representatives
so permits, there is a joint occupational safety board as well, so 66% of the
employees of the closing headcount of the MVM Group in 2016 (7,672 persons)
are also represented on the joint occupational safety board.

With the introduction of health insurance, the MVM Group has done a lot in
the past 3 years to raise health awareness and to promote preventive thinking;
in addition to the employer, families are the biggest winners of this effort. It
entered into a group-level agreement on the introduction of health insurance
benefits with the trade unions; the extent of the benefits and the eligibility
rules were laid down in the agreement.

As part of the agreement concluded with the Insurer, the employees may
undergo a full screening examination once a year, free of charge and

in addition to the compulsory medical examinations, by which possible
occupation-related diseases can be screened out, and it also contributes to the
reduction of accidents at work and accident risks.



OCCUPATIONAL HEALTH AND SAFETY / SECURITY PROTECTION

The health insurance benefit is an important element of the fringe benefit plan
of the MVM Group, because only healthy employees can really efficiently carry
out their daily tasks. Therefore, in addition to compulsory occupational health
examinations, it has also been providing this form of benefit to its employees
since 2014.

Besides fast and competent healing, health insurance provides an opportunity
for using personalised prevention screening programmes, which play a major
role in identifying diseases in time, thus in preventing the emergence of more
serious diseases and even in restoring health, which is the main value for all
people.

In accordance with the specific features of the MVM Group, the Insurer
providing health insurance services has a lot of locations. In addition, a new
clinic was also built, which — as the most modern health institution in the region

Based on its key role in Hungary's energy supply and its responsibility for

the security of supply, the MVM Group prefers the application of uniform
security principles and methods. A uniform approach and coordinated security
protection practice are required by the protection of the electricity system
against violent acts; the reduction of the risks of emergencies targeting
electrical installations and other operating facilities, thereby threatening

the functionality of the country and supply to the population; the security of
business operations; and the protection of the intangible and tangible assets
managed by the company.

— provides health care to nearly 4,000 staff of the Group.

When the benefit package was put together, special attention was also paid to
ensure that employees have the opportunity to also participate once a year in
screening examinations included on the basis of a medical protocol.

The feedback on the health insurance services is positive. Approximately
30,000 visits are paid annually.

Mobile screening examinations are extremely popular, too. In the spirit

of fighting breast cancer, there was an opportunity in October to have a
mammography examination on screening buses on several sites. As part of the
‘Movember Movement’, PSA tests were conducted in November, which help
establish the diagnosis of prostate cancer. In the flu season, it is also possible
to request a flu vaccination, which many employees do, too.

In an increasingly competitive market environment, the importance of and
need for comprehensive corporate security management and risk manage-
ment come increasingly to the fore, which collectively manage all risk factors
and draw conclusions regarding expected effects.

Information indicating business hazards and changes in their risk is usually
available in time, and management decisions aimed at mitigating their effects
are also required for reducing the risks. The MVM Group pays special attention
to the following:
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identification of hazards threatening the security of the operation of the
business organisation in time;

continuous monitoring of changes in risks;

personal, technical and organisational measures required for reducing risks.

The risk assessment process includes the general security situation, the entire
organisation and its areas of operation.

In addition to assessing the risks, it is an important task for the MVM Group
to also perform a realistic assessment of the causes of the damage that

has occurred already, since if the reason causing the damage is established
incorrectly or with inadequate emphasis, a new emergency may arise.
Therefore, damage events are investigated on the basis of a complex set of
criteria after every incident.

The MVM Group operates a complex security system aimed at:

creating and maintaining the security conditions required for the unhindered
work of the business association;

fully complying with the security requirements set in legislation, standards,
contractual commitments and decisions of the authorities;

preventing and stopping the emergence of pecuniary and non-pecuniary
damage arising during or in connection with the activities of the business
association;

participating, in the event of the occurrence of security incidents, in damage
mitigation tasks;

supporting the maintenance of business success and the achievement of
objectives.

The security system embraces and supports all operational, industrial
engineering, logistics, IT and human resources provision, etc. processes

of the business association, in order for the security objectives to be
comprehensively achievable. Like all business associations, the MVM Group
also has to respond to environmental challenges. They include, e.g. risks
arising from regional instability, global warming issues, hazards arising from
technological developments and the vulnerability of critical infrastructure. This
is given special importance today by the existence and offensive activities of
international terrorism, which tries to achieve its goals just by taking advantage
of the weaknesses of critical infrastructure elements and destroying them.

In respect of the electricity system, both domestic and international experts
point to electricity generating power plants, transmission and distribution
networks, and substations as possible terrorist targets. The simple reason for this
is that as a result of the technical and geographical conditions of the system:

it is easy to carry out an attack;
extensive damaging effect can be achieved; while
restoration is difficult and lengthy.

Based on all this, protection has a prominent place in the practice of operators
in the developed countries of the world. The high protection requirement is
also shown in Resolution No 3002/2004 of the Government of Hungary, which
included the facilities of the MVM Group among the facilities that are the most
threatened in the country in terms of acts of terrorism. The comprehensive
security measures devised and applied at the MVM Group meet the challenges
posed by terrorism.

Bearing in mind group-level uniform operation, the Security Directorate carried
out the full security due diligence process/audit of a few member companies
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on the basis of an implementation plan approved in advance in 2016. Due
diligence included the property protection, occupational safety, fire protection,
secrecy, data protection, information technology, and human security functions
of all sites of the member companies concerned.

The overall goals of due diligence are to check the security activities of

the member companies; to compare and rate the relevant legislation,
standards, recommendations, contractual commitments, shareholder/owner’s
requirements and internal regulations; to draw conclusions about conformity;
and to make recommendations required for ensuring conformity.

In relation to data protection, the MVM Group began preparations in 2016 for
the implementation of Regulation (EU) 2016/679 of the European Parliament
and of the Council, which provides for the uniform, EU-wide protection of

the data of natural persons. The harmonisation of the data management
activities also affects the work of the security function. It is an important
principle that in the course of preparation and adaptation a balance must

be established between the safe and economical operation of the MVM
Group, in particular, in connection with online and digital activities, and the
protection of the fundamental rights of employees. Preparation for the data
protection regulation also includes, among other things, the review of personal
data, information brochures on data management, internal rules, processes,
contracts and contractual partners from the point of view of data management.

The MVM Group protects is facilities by different levels of guarding.
These include protection by security guards and Armed Security Guarding
(ASG). ASG means a higher level of protection, which also requires higher

qualifications. This position may be filled by staff holding qualifications
specified by specific legislation, and they are trained by organisations holding
a relevant licence. The ASG staff may only be inspected by the representatives
of the police.

The aim of is to maintain and enhance
nuclear safety at a level complying with the leading international practices
and expectations, in order to keep a close watch on the trends of further
development and implement any necessary measures to operate the nuclear
power plant in a manner ensuring that environmental impacts should be

maintained as low as reasonably achievable.

The fundamental requirements and conditions of the operation of Paks
Nuclear Power Plant are incorporated in the Act CXVI of 1996 on Atomic
Energy, in the Government Decree of 118/2011 (VII. 11.) on the Implementation
of Atomic Act and in its Annexes called Nuclear Safety Rules.

Paks Nuclear Power Plant justifies the full compliance with the conditions —
stipulated in the regulations — in their Final Safety Reports. These Reports are
prepared for the Hungarian Atomic Energy Authority every six months.

The Performance Indicators System — consisting of indicators of operational
safety, defined by WANO, mostly used by member power plants — provides
support for power plant operators in monitoring their operation and

development and gives them an opportunity to compare their performance
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to other power plants as well as helps them in the adequate allocation of WANO MC VVER Index, 2016
priorities and funds in order to improve safety. 0 2 40 60 80 100
2
Besides WANO Performance Indicators (operation safety indicators) Paks ;
Nuclear Power Plant also applies an other indicator system, the so called paks 3 o
Safety Performance Indicator System (SPI, in Hungarian: Biztonsagi Mutaté .
Rendszer — BMR), which is one of the means of their self-assessment, namely o
the utilisation of their own experience and the measurement of their personnel $
safety performance. Paks Nuclear Power Plant continuously monitors and Paks 1
. . . Paks 2
yearly evaluates the applied performance indicators by the help of SPI System 16
17
and publishes the safety report on these performance indicators every year. 18
19
The performance (safety) indicators — presented in the evaluation — represent 2
the safety operation of the power plant and they are showed in numbers. 2
24 T ——
25—
MVM Paks Nuclear Power Plant Ltd. in the World 2 —-.eHn
28
29
In making a performance trend or in comparing performances a very useful b
tool is the application of such a value — measured by WANO performance 2
indicators — which reflects the performance of a unit or a power plant. The b
complex performance index is a single value comprised of several inputs. In o
addition to the general performance, the index also may give an insight to the 3
. . . . . . 40
special range of performance which can be improved with particular attention P
or concentration. Concerning units within WANO, a complex performance pe
. . . . . s ' N 1 v 44
index is calculated — which is simply referred to ‘index number’ or ‘index’ —in 45
order to assist WANO and its members. @
48
49
50
This index is computed for individual units, its value is 100 point maximum ]
(the bigger the number the better the performance) and it is calculated as a 2
weighted average of determined WANO indicators. 55
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Safety Assessment of MVM Paks Nuclear Power Plant Ltd.

The diagrams below demonstrate the trend of Unplanned Automatic Scrams between 2010 and 2016 and the number of those events which are rated on the Inter-
national Nuclear Event Scale (INES) for the period 1990-2016.

The number of automatic scrams of EP-1 in the criticality mode of the reactor

Strategic goal: 0 events
Target for 2016: 0 events

The number of automatic scrams of EP-1
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In the 4 units of Paks NPP there were no automatic scrams of EP-1 in the criticality mode of the reactor in 2016. The indicator falls within the outstanding range.
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The number of INES events

Initially the INES (International Nuclear and Radiological Event Scale) scale was used for rating events occurred in nuclear power plants, but later it was generalised
and reshaped in order to make it applicable to grade the significance of as many event as possible, occurred during the peaceful uses of nuclear energy. INES
scale can be applied to rate the events associated with the use, storage and transport of radioactive material and radiation sources.

INES uses a numerical rating to explain the significance of events associated with sources of ionizing radiation. Events are rated at seven levels: Levels 1-3 are
"incidents’ and Levels 4-7 are "accidents’. Events without safety significance are rated as Below Scale or Level 0. These events have no safety relevance with respect
to radiation or nuclear safety.
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Independent nuclear safety oversight activity within MVM Ltd.

MVM Ltd. has been a member of the World Association of Nuclear Operators (WANO) since 2015 and operates a holding level team — the Nuclear Safety
Oversight Department — to carry out the nuclear oversight activity independent of the operator of the nuclear power plant.

The schematic operation of the Nuclear Safety Oversight Department (NSO) is shown in the figure below.
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SECURITY PROTECTION

Taking advantage of the opportunities, the MVM Group fully performs its tasks
set out in the National Energy Strategy in order to guarantee the security

of supply to domestic residential and industrial consumers. On its part, the
MVM Group prepares for every eventuality in order to ensure uninterrupted
electricity and natural gas supply. To this end, it involves all available resources,
in cooperation with the Hungarian Energy and Public Utility Regulatory
Authority, which is primarily responsible for the coordination of supply.

As Holding Centre, MVM Ltd. basically performs the strategic management
and control of the business organisations in its ownership, the companies
comprising the MVM Group. This sphere of activities include the oversight
(controlling and monitoring) and management of the Group both during
normal operation and under extraordinary circumstances.

MVM Ltd. updated its group-level the Emergency Management Rules in 2016.
Simultaneously, on the basis of the provisions of the Emergency Management
Rules, a comprehensive study was prepared on the alternative site needs of
the MVM Group, and MVM BSZK Ltd. developed alternative site services for
several member companies.

Under the IT Security and Mobility Programme, the development of a
methodology for the survey of the data assets of the MVM Group began
with the participation of MVM BSZK Ltd. in 2016. The project aims to create

a methodological framework for the data asset survey and to carry out the
survey, including data classification, i.e. the inclusion of data in security classes,
which will allow decision-makers later to plan and implement information
security and IT security controls and protective measures in proportion to risks,
with which one can prepare for possible IT crisis situations later.

Energy has become the most fundamental, elementary driving force behind
the modern, global economy by now. With respect to energy supply, a
number of security-related risks can be examined. These assessable factors
include armed threats to energy reserves, political uncertainty in a number of
energy-producing countries, and the limited amount and uneven distribution
of raw materials. According to Hungary's National Security Strategy (Points
23, 6 and 43 of Government Resolution No 1035/2012) '... Our geographical
conditions make us highly vulnerable, especially in the areas of energy
security, supply routes and environmental security ...". "The prevention and
management of the conflicts of our age require a global and comprehensive
approach. Every government institution is responsible for continuously
evaluating the elements of national and international security and threats in
their own fields, and to take the necessary steps to deal with and respond to
them.’

As a result of the above, the MVM Group has been proactively and
continuously analysing the business continuity risks arising from foreign market
crises and affecting the activities of the MVM Group and has been agreeing
the necessary measures with governmental actors.



MARKETING COMMUNICATION

As a highly successful National Energy Group, the MVM Group guarantees,
with its professional competence, the security of supply to Hungary and
everyday operations. In addition to its dominant position in Hungary, it
wishes to become one of the most competitive companies in the region. In
addition to continuing on the growth path characterising the past years, the
MVM Group will use its best efforts to continuously supply electricity and
natural gas at the most favourable prices possible in accordance with the
National Energy Strategy, while paying special attention to the protection of
the natural environment and corporate social responsibility. The new image
introduced in 2016 also strengthens the stable image of the MVM Group as
a company, which is able, however, to renew itself and reflects, at the same

time, the MVM’s diverse activities, weight in the national economy, outstanding

expertise, reliable and predictable operation, and openness to future
innovations. In addition to its prominent role in the economy, the MVM is also
an important player in society. The Group takes the support of outstanding
talents and performance seriously, and with its corporate social responsibility
activities it contributes to value creation and the preservation of real values.

One of the most dynamically developing outdoor cultural events in Hungary,
VeszprémFest, was implemented with MVM Ltd. as its main sponsor also

in 2016. It brought word-famous jazz, world and classical music, and pop
performers of the highest standard to visitors. Among others, Lisa Stansfield,
Jamie Cullum and Thievery Corporation appeared on stage at the Festival.

With the support of the Museum+ Programme of the Museum of Fine Arts, the
MVM Group also considers one of its especially important cultural duties to
facilitate the implementation of certain grandiose exhibitions, which are highly
important in Hungarian cultural life. In 2016, visitors could see a Modigliani
exhibition, while previously Caravaggio, Rembrandt and Csontvéry exhibitions
had been realised with the support of the MVM. These events further
strengthened the recognition of fine arts by the MVM Group.

The MVM Group considers it especially important to support those who enrich
the country with their skills and talent. Therefore, the MVM Group sponsored
the Hungarian Junior Prima Award category in musical arts also in 2016, aimed
at embracing the most talented, young Hungarian performers in classical music
for the ninth year, who could show their talent also in the most outstanding
concert series of Hungarian classical musical life, the MVM Concerts series,
which also invites foreign artists who can make their appearance in the most
pre-eminent concert halls in the world. The MVM recognised the work of 10
artists, each with an amount of HUF 2 million, in 2016 as well.

MVM Partner Ltd. organised a Rally Day for the ninth time in 2016, which MVM
Ltd. has also joined every year since 2011. The goal of the event is to provide
an unforgettable experience for permanently sick, mentally challenged,
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physically disabled and disadvantaged but healthy children. At the event

held in Millenaris Park, the two energy companies handed over donations to
14 foundations helping children to the total value of nearly HUF 100 million.
On the Rally Day, about 100 volunteering employees jointly ensured that the
children and their family members can forget about their problems for one day.

A major attraction at the end of 2016 was the MVM Winter Magic Festival
organised for the second time. Winter Magic is an event where music and
charity jointly invoke the magic of the Christmas holiday. At the charity event,

Band gave a sensational concert experience at a sold-out concert. The MVM
Group offered the proceeds from the ticket sales to the Hungarian Reformed
Church Aid.

MVM Ltd. announced the MVM Edison Light Up! innovation tender and
start-up competition in 2016. The tender aimed to find and embrace energy,
energy awareness and creative innovation plans that are able to have a
significant social and economic effect. The tender provides technical and
financial assistance for the implementation of projects under an incubation

the pioneer of electro-swing, the Parov Stelar Band, and the Punnany Massif programme.
The Minister's Special Recognition Certificate Katalin Papp, Head of Department, MVM Ltd.
Gyimesi Award Jézsef Bajsz, Head of Division, MVM Paks Nuclear Power Plant Ltd.

Officer's Cross of the Order of Merit of the Republic
of Hungary

Silver Cross of Merit (Civil Division) of the Republic

Géza Médos, CEO, MVM GTER Ltd.

Géza Pekarik, Technical Director, MVM Paks Nuclear Power Plant Ltd.

of Hungary
The Minister's Special Recognition Certificate LaszI6 Gyetvai, Chief Power Plant Project Engineer, MVM OVIT Ltd.
Prometheus Award Jézsef Kiraly, Technical Director, MVM ERBE Ltd.

The Minister’s Special Recognition Certificate Janos Haldsz, Head of Division, MVM Paks Nuclear Power Plant Ltd.
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Approximately 50% of the employees of the MVM Group work on the Paks
site. In 2016, two companies were the most significant donor organisations
within the MVM Group: MVM Paks Nuclear Power Plant Ltd., which primarily
took a role in supporting local communities, and MVM Ltd., which provided
grants at national level. Grants provided by the MVM Group are not always
used in the year of being awarded, so those that were indeed used will be
described in more detail in this Report.
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The is the only nuclear power plant in Hungary
and the biggest employer in its region. The Information and Visitor Centre
built in 1995 received more than 26,000 visitors in 2016, while the number of
visitors to the Atomic Energy Museum was over 15,000.

It participated in the organisation of a number of events representing

a serious challenge also from a protocol point of view, such as visits

by professional teams organised by several embassies and the World
Association of Nuclear Operators (WANO) and by ambassadors delegated
to the International Atomic Energy Agency (IAEA). The nuclear power plant
was visited by the representatives of a number of government bodies and
professional organisations in 2016. Due to the activities of the organisation
'Women in the Nuclear Industry’, female executives of key Hungarian
institutions, companies and governmental organisations were getting
acquainted with the company.

The prestigious national academic competition, the Leo Szilard Physics
Competition, was held at the Paks Nuclear Power Plant.

In 2016, the nuclear power plant organised its Health and Sports Day for
the second time, with which it would like to promote a healthier life in
connection with the Paks Sport Selection Event. In addition, its popular
programmes (May Day and Children’s Day) also continued.

Of the municipalities in the vicinity, Solt, Kajdacs and Ujtelek were invited to
the traditional Open Day in 2016.
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The Paks Nuclear Power Plant announced its ‘Do it yourself — Creative Energy
campaign at the end of the year, which became one of the most successful
communication campaigns of the nuclear power plant so far with nearly 2,000
uploaded entries and unprecedented access.

In 2016, the number of followers of the Facebook page of the nuclear power
plant increased once again by nearly 1,000, thus it exceeded 5,400. The activity
level of fans is outstanding within and outside the industry sector.

The Paks Nuclear Power Plant was present with very popular booths at all six
stages of the event series, "What career?’, helping young people choose a career.

The Magellan crew of TV2 also shot footage several times at the nuclear power
plant. The morning show of TV2, Mokka, also broadcast its programme from on
site, from the Paks Nuclear Power Plant and the Atomic Energy Museum, on 10
November, the World Science Day.

Together with three other Hungarian organisations (Nuclear Technology
Institute of the University of Engineering and Economics of Budapest, and
Centre for Energy Research and Institute of Nuclear Research of the Hungarian
Academy of Sciences), the Paks Nuclear Power Plant also participated with a
booth in the 60th Jubilee General Meeting of the International Atomic Energy
Agency in Vienna in September 2016.

MVM Paks Nuclear Power Plant Ltd. made a commitment in its Deed of
Foundation for a period of 4 years that it would provide HUF 500 million per
year in support to the Our Future Energy Regional Development Foundation.
It fully complied with this commitment, and the funding period closed at the
end of 2014. Since its establishment (2011), the Foundation has provided HUF

2.8 billion in total in development funds through tenders to the area where the
nuclear power plant is located, which has indirectly generated developments
worth HUF 12 billion.

Since 22 December 2016, the Foundation could manage an additional HUF 1
billion in 2017 due to the provision of operating funds by the Prime Minister's
Office. The Paks Nuclear Power Plant will provide the operating costs of the
Foundation for 4 years from 2016.

In accordance with the relevant rules, the Foundation set up a new Board
of Trustees comprising six members. The post of President of the Board
of Trustees of the Foundation continues to be filled by the delegate of the
founding MVM Paks Nuclear Power Plant Ltd., Dr Antal Kovacs.

The Paks Nuclear Power Plant closely cooperated with the Public Control,
Information and Community Development Association (the ‘TEIT') also in

2016. The representatives of the nuclear power plant regularly attended the
meetings of the TEIT, thus they could directly hear of the operation of the TEIT, its
planned projects and issues that might arise. According to the provisions of the
cooperation agreement between the Paks Nuclear Power Plant and the TEIT, the
TEIT fulfilled its obligation to provide information: regularly issued an informational
newspaper, hosted a website and informed the public at local forums.

Organised plant visits by students studying and visitor groups of adults
living in municipalities covered by the TEIT continued. As part of it, several
thousand people visited the Paks Nuclear Power Plant from the region.
Primary, middle and secondary school students in municipalities covered by
the TEIT participated in special study programmes and physics experiment
demonstrations at the Atomic Energy Museum.



SOCIAL RELATIONS

The TEIT and the Association of Sites to Host Nuclear Power Plants entered
into a cooperation agreement in December 2014. They agreed that it would be
worth cooperating for the two associations with similar goals, exchanging their
experience and organising joint actions and events. The Association of Sites

to Host Nuclear Power Plants was established in 2012 (officially registered with
the Russian Ministry of Justice in February 2013) in order to unite the efforts of
the Rosenergoatom Concern and local governments as well as the exchange of
experience in issues about socio-economic and infrastructure development in
areas located in the vicinity of nuclear power plants in Russia, by presenting their
safe operation. In order to become familiar with the examples to follow, a three-
member delegation of the mayors of municipalities covered by the TEIT visited
Novovoronezh, Russia between 18 and 21 May 2016. The mayors' delegation

from municipalities covered by the TEIT was looking for answers about the
strategy that should be followed and the requirements that should be met in
the case of infrastructure projects serving cooperation between municipalities
(nursery school, school, health care, etc.) in connection with maintaining the
nuclear power plant capacity.

Organised by the TEIT, Gerjen hosted the 1st TEIT Family Sports Day organised
on 25 June 2016, where visitors were awaited with a lot of colourful programmes.
More than 300 people participated in the event from 13 municipalities belonging
to the TEIT Association. The leaders of the TEIT attended the General Meeting
of the GMF Organisation in Osthammar, Sweden between 1 and 3 June 2016,
then in Flamanville, France between 5 and 7 October 2016.




COMPLIANCE

No complaint due to human rights or social practices, filed, addressed
and resolved through formal grievance mechanisms, was received by
the MVM Group in 2016. No complaint was received in connection with
marketing communications activities, including advertising, promotion
and sponsorship, due to non-compliance with legislation or the violation

of norms voluntarily agreed to, or relating to the misuse of the personal
data of customers or the loss of such data. In 2016, the MVM Group was
not condemned by any authority for non-compliance with legislation and
other regulations relating to the safety and health impact of products and
services, and did not receive any penalty or fine.




Consolidated Balance Sheet of the MVM Group, 2016
Consolidated Profit and Loss Account of the MVM Group, 2016
Cash Flow Statement of the MVM Group, 2016
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CONSOLIDATED BALANCE SHEET OF THE MVM GROUP, 2016

CONSOLIDATED BALANCE SHEET

figures in HUF million

Modification

Item description Previous year | of figures of |Reference year
previous years

02. l. Intangible assets (03+04+05+06+07+08+09) 19,110 0 24,043
03. Capitalised value of foundation and reorganisation 161 222
04. Capitalised value of experimental development 163 61
05. Rights of pecuniary value 14,592 18,875
06. Intellectual property 4,048 4,733
07. Goodwill 0 0
08. Advances on intangible assets 0 0
09. Value adjustment of intangible assets 146 152
10. Il. Tangible assets (11+12+13+14+15+16+17) 738,723 (0] 742,290
11. Land, buildings and related rights of pecuniary value 316,678 312,729
12. Technical equipment, machinery and vehicles 144,529 145,938
13. Other equipment, fixtures, fittings and vehicles 7,903 7,706
14. Breeding animals 0 0
15. Assets in course of construction and refurbishment 38,681 48,683
16. Advances on assets in course of construction 999 1,434
17. Value adjustment of tangible assets 229,933 225,800
18. Ill. Financial assets (19+20+21+22+23+24+25+26+27+28+29) 62,230 (0] 65,698
19. Long-term participating interests in affiliated companies 447 74
20. Long-term loans to affiliated companies 0 0
21. Long-term significant participating interests 19,452 20,367
22. Long-term loans to companies linked by significant participating interest 0 0
23. Other long-term participating interests 27,065 32,505
24. Long-term loans to companies linked by other participating interest 0 0
25. Other long-term loans 1,062 1,057
26. Long-term debt securities 0 0
27. Value adjustment of financial assets 0 0
28. Valuation difference on financial assets 0 0
29. Goodwill on consolidation (30+31) 14,204 11,695
30. from subsidiaries 14,204 11,695
31. from associated companies 0 0
33. l. Inventories (34+35+36+37+38+39) 180,915 0 166,272
34. Materials 107,313 103,362
35. Work in progress 6,632 7,175
36. Young animals, fatstocks and other animals 0 0
37. Finished products 2 2
38. Goods 65,972 48,469
39. Advances on inventories 996 7,264
40. Il. Receivables (39+40+41+42+43+44+45+4647+48+49) 159,304 0 192,698
41. Trade debtors 126,464 134,934
42. Receivables from affiliated companies 4 4
43. Receivables from companies in which a significant participating interest is held 107 189
44. Receivables from companies linked by other participating interest 1,242 1,205
45. Bills receivable 0 0
46. Other receivables 22,106 28,522
47. Valuation difference on receivables 0 0
48. Positive valuation difference on derivative transactions 2,846 24,774
49. Corporate tax claim arising from consolidation 6,535 3,070
50. Ill. Securities (51+52+53+54+55+56) 7 0 7
51. Participating interests in affiliated companies 0 0
52. Significant participating interests 0 0
53. Other participating interests 7 7
54. Own shares and partnership shares 0 0
55. Debt securities held for trading 0 0
56. Valuation difference on securities 0 0
57. IV. Liquid assets (58+59) 92,283 0 192,818
58. Cash, cheques 29 37
59. Bank deposits 92,254 192,781
61. Accrued income 2,958 3,875
62. Prepaid costs and expenses 68,889 51,870

63. Expenses deferred by more than one year 0 0



CONSOLIDATED BALANCE SHEET OF THE MVM GROUP, 2016

figures in HUF million
Modification

Item description Previous year | of figures of |Reference year

66. I. Issued capital 308,401 0 308,401
67. Of which: repurchased ownership shares, at nominal value 0 0
68. Il. Issued capital not paid (-) 0 0 0
69. lll. Capital reserve 31,257 0 31,257
70. IV. Profit and loss reserve 246,292 0 262,888
71. V. Fixed reserve 815 0 730
72. VI. Valuation reserve (73+74) 229,702 0 240,913
73. Valuation reserve of value adjustment 230,079 225,952
74, Valuation reserve of real valuation -377 14,961
75. VII. Adjusted profit after tax 14,741 0 48,380
76. VIIl. Change in shareholders’ equity in subsidiaries -59,329 0 -52,822
77. IX. Changes due to consolidation (78+79+80+81+82) -8,707 0 -24,626
78. From the balance of debt consolidation 5,130 523
79. From the balance of interim profit/(-)loss -32,028 -27,222
80. Amortisation of goodwill on consolidation -6,312 -13,183
81. Change in value of participating interests in associated companies 18,060 8,721
82. Latent tax 6,443 6,535
83. X. Participating interests held by outside shareholders/owners 172 0 480
85. Provisions for expected liabilities 124,362 90,817
86. Provisions for future costs 18,873 18,579
87. Other provisions 0 0
89. I. Subordinated liabilities (90+91+92+93+94) 9,846 0 9,616
90. Subordinated liabilities to affiliated companies 0 0

Subordinated liabilities to companies in which a significant participating

1. interest is held 0 0
92. Subordinated liabilities to companies of other forms of participation 0 0
93. Subordinated liabilities to other business enterprises 0 0
94, Negative goodwill on consolidation 9,846 9,616
95. Il. Long-term liabilities (96+97+98+99+100+101+102+103+104) 130,249 0 165,677
96. Long-term loans 0 0
97. Convertible bonds 0 0
98. Bonded debts 0 0
99. Bank loans for capital investment and development 33,405 28,441
100. Other long-term bank loans 96,841 137,215
101. Long-term liabilities to affiliated companies 0 0
102 Long-term liabilities to companies in which a significant participating 0 0
) interest is held
103. Long-term liabilities to companies of other forms of participation 0 0
104. Other long-term liabilities 3 21
105. :I.I1 1(:Bu)rrent liabilities (106+108+109+110+111+112+113+114+115+116+117 192,681 0 192,476
106. Short-term loans 0 85
107. Of which: convertible bonds 0 0
108. Short-term bank loans 6,045 7,331
109. Advances received from customers 2,930 5,913
110. Trade creditors 67,028 67,496
11, Bills of exchange payable 0 0
12, Current liabilities to affiliated companies 488 730
113, gl;]rglegt liabilities to companies in which a significant participating interest 41,559 27,500
114. Current liabilities to companies of other forms of participation 32 36
115. Other current liabilities 64,200 73,913
116. Valuation difference on liabilities 0 0
117. Negative valuation difference on derivative transactions 10,399 9,472
118. Corporate tax liability arising from consolidation 0 0
120. Deferred income 29,580 78,351
121. Accrued costs and expenses 20,776 25,419

122. Deferred other and extraordinary income 34,708 43,035



CONSOLIDATED PROFIT AND LOSS ACCOUNT OF THE MVM GROUP, 2016

CONSOLIDATED PROFIT AND LOSS ACCOUNT

figures in HUF million

Modification
Previous year | of figures of |Reference year
previous years

Item description

01. Net domestic sales 802,534 735,072
02. Net export sales 463,962 299,077
03. I. Net sales (01+02) 1,266,496 0 1,034,149
04. Change in inventories of own production 662 543
05. Own work capitalised 21,768 24,210
06. Il. Own performance capitalised (04+05) 22,430 0 24,753
07. lll. Other operating income 55,159 0 79,502
08. Of which: loss in value reversed 4,956 1,420
09. III/A. Consolidation difference arising due to debt consolidation (profit 0 0 0
increase)
10. Cost of raw materials and consumables 73,439 62,837
11. Services used 107,605 88,930
12. Value of other services 8,621 7,904
13. Cost of goods sold 824,326 632,259
14. Cost of services sold (intermediated) 24,194 43,175
15. IV. Material-type expenses (10+11+12+13+14) 1,038,185 0 835,105
16. Salaries paid 55,290 58,663
17. Other employee benefits 15,403 17,136
18. Contributions on wages 19,131 20,355
19. V. Staff costs (16+17+18) 89,824 () 96,154
20. VI. Depreciation charge 54,763 0 53,621
21. VII. Other operating expenses 108,412 0 96,363
22. Of which: loss in value 12,500 6,801
VII/A. Consolidation difference arising due to debt consolidation (profit
23. decrease) 0 0 0
25. Dividends received from associated companies 2,648 2,650
26. Dividends received from companies of other forms of participation 1,509 1,803
27. Income from and transaction exchange gains on participating interests 171 1,845
28. Of which: from affiliated companies 108 1,845
29 Income from and transaction exchange gains on financial assets (securities and 197 197
' loans)
30. Of which: from affiliated companies 197 181
31. Other interest received (due) and similar incom 1,203 281
32. Of which: from affiliated companies 2 5
33. Other income from financial transactions 46,506 28,686
34. Of which: valuation difference 5,608 7,670
35. VIIl. Income from financial transactions (25+26+27+29+31+33) 52,234 0 35,462
36. Expenses from and transaction exchange losses on participating interests 18 397
37. Of which: to affiliated companies 0 397
38, Expenses from and transaction exchange losses on financial assets (securi- 3 3
ties and loans)
39. Of which: to affiliated companies 0 0
40. Interest payable and similar charges 5,449 1,903
41. Of which: to affiliated companies 5 8
2. é(;zskizggglse;t:n participating interests, securities, long-term loans and 5868 6,570
43. Other expenses on financial transactions 66,545 30,537
44, Of which: valuation difference 5,227 0
45. IX. Expenses on financial transactions (36+38+40+42+43) 66,147 0 26,270
46. B. Profit/(-)loss on financial transactions (35-45) -13,913 0 9,192
48. X. Tax liability 24,369 0 14,462
49. X/A. Difference in corporate tax (calculated) due to consolidation (%) -91 0 3,465
50. D. Profit/(-)loss after tax (47-48-49) 14,710 0 48,426
51 Share of external members (other shareholders/owners) in the profit/(-)loss 31 46

after tax of subsidiaries



MVM GROUP CASH FLOW STATEMENT, 2016

CASH FLOW STATEMENT

16.
17.

17/a.
17/b.

17/c.
17/d.

18.
19.
20.
21.

21/a.
21/b.

22.
23.
24.

25.

25/a.
25/b.
25/c.
25/d.

26.
27.
28.
29.

30.
31.
32.
33.
34.
35.
36.
37.
38.

39.

40.
41.
42.
43.

Item description

Profit before tax (+/-)
Amortisation accounted for (+)

Loss in value and reversal accounted for and removal of receivables that lost their financial value from
the books as loss in value (+/-)

Cancelled receivables

Cancelled liabilities

Tangible and intangible assets scrapped, inventory shortage (+)

Unbudgeted depreciation (+)

Loss/profit from the removal of fixed assets from the books and bringing assets as contribution in kind (-/+)
Dividends and profit-sharing received (-)

Revaluation difference on bank loans other loans given and received and bonded debts (+/-)
Valuation of associated companies in subject year (+/-)

Liquid assets transferred definitively (+)

Liquid assets received definitively (-)

Tax paid and payable (after profit) (-)

Dividends and profit-sharing paid and payable (-)

Change in trade debtors (-/+)
Change in current assets (excluding trade debtors, cash pool, individual loan and liquid assets) (-/+)
Change in inventories (-/+)

Change in receivables from affiliated companies and companies in which a significant interest is held
(excluding cash pool and individual loan) (-/+)

Change in other receivables (-/+)

Change in securities (-/+)

Change in prepaid expenses and accrued income (-/+)
Difference between provisions accumulated and used (+/-)
Change in trade creditors (+/-)

Change in other current liabilities (+/-)

Change in liability to affiliated companies and companies in which a significant interest is held (exclud-
ing cash pool and individual loan) (+/-)

Other changes in current liabilities (+/-)

Change in accrued expenses and deferred income (+/-)
Change in positive consolidation difference (+/-)
Change in negative consolidation difference (+/-)

Investment in plant and equipment (-)

Increase in fixed assets (-)

Change in advances on assets in course of construction (+/-)

Change in trade creditors for assets in course of construction (+/-)

Increase in financial assets

Income accounted for due to the removal of financial assets from the books (+)
Dividends and profit-sharing received (+)

Effect of the inclusion of subsidiaries in consolidation

Effect of the withdrawal of subsidiaries from consolidation

Proceeds from share issue and capital investment (+)

Shares withdrawn, capital divestment (capital reduction) (-)

Participating interests held by outside owners (+/-)

Proceeds from the issue of bonds and debt securities (+)

Repayment of bonds and debt securities (-)

Borrowing of bank and other loans (+)

Repayment of bank and other loans (-)

Change in cash pool receivables and individual loans provided to subsidiaries (-/+)
Change in cash pool liabilities and individual loans received from parent company (+/-)

Repayment, cancellation and redemption of long-term and short-term loans granted and bank deposits
placed (+)

Increase in long-term and short-term loans provided and bank deposits placed (-)
Liquid assets received definitively (-)

Liquid assets transferred definitively (-)

Change in liabilities to founders and other long-term liabilities (+/-)

figures in HUF million

31/12/2015

38,988
54,800
-5,260

24

-1
1,102
6,939
-712
-4,157
4,890
9,339
3,743
-7,650
-24,369
-2

-1,079
39,366
20,976

1,281

17,109
0

8,469
10,081
-27,801
39,294

32,987

6,307
12,888
1,373

-43

-50,211
-52,670
-833
3,995
-703
1,731
4,157
-2,023

53,147
-283,472
5

-82

243

-5,761
8,134
-3,743

31/12/2016

66,353
53,648
-4,807

4
582
32
2,659
1,714
4,453
5,082
37
4,985
6,512
14,462
-7,002

-7,202
6,961
11,751

661

-5,451
0
16,465
-33,879
-1,803
-2,621

-14,390

11,769
55,649
-354
-230

-60,582
-62,564
-435
2,517
-100
1,952
4,453
-2,993

145,539
-111,317
0

51

444

-427
12,021
-4,985

18



Indicator status

Indicator
identifier

Definition

Page number

Explanation

St';:::lea Ys;nd Reported G4-1 about the relevance of sustainability to the organisation and the organisation’s strategy for addressing sustainability 46 -
Y Partly reported G4-2 Description of key impact, risks, and opportunities 8-11 -
Reported G4-3 Name of the organisation 15 -
Reported G4-4 Activities of the Group 16 -
Reported G4-5 Locations of the headquarters of the Group. 158 -
Number of the countries where the Group operates, and names of countries where either the organisation has signifi-
Reported G4-6 cant operations or that are specifically relevant to the sustainability topics covered in the report 17-18 B
Reported G4-7 Ownership 15-16, 58-61 -
Reported G4-8 Markets served (including geographic breakdown, sectors served, and types of customers and beneficiaries) 16-38 -
Reported G4-9 Scale of the reporting organisation 16%%%_??664’ -
Taking into account the specific char-
Reported G4-10  Year-end closing headcount by employment type and employment contract 109-110 iﬁge\:llfgécge(?fgfgggg:i?&iﬁ?ﬂusg?l
work, the majority of the contractual
partners are engaged from among the
company’s own subsidiaries, thus the
Reported 4-11 P t £ I d by collective b ini t 115 details of the contractual partners are
Organisational eporte G ercentage of employees covered by collective bargaining agreements mplicitly included in the dotatls of the
Profile subsidiaries.
Reported EU1 Installed capacity, broken down by primary energy source 25 -
Reported EU2 Net energy output broken down by primary energy source 66-67 -
Reported EU3 Number of residential, industrial, institutional and commercial customer accounts 70-71 -
Reported EU4 Length of transmission lines 34 -
Reported EU5 Allocation of CO2 emissions allowances or equivalent, broken down by carbon trading framework 68 -
Reported G4-12 Description of the supply chain 73-74 -
Reported G4-13 Significant changes during the reporting period regarding the organisation’s size, structure or ownership 1617, 2%'21’ -
Reported G4-14  The way the precautionary principle is addressed by the organisation 71_721’291(f_1927é 106, -
Reported G4-15 Externally developed economic, environmental and social charters, principles or other initiatives to which the organisa- 57, 68-69 B
tion subscribes or which it endorses
Reported G4-16 Memberships of associations (such as professional/sectoral associations) and/or national/international advocacy 57 _

Statement from the most senior decision-maker of the organisation (such as CEO, chair or equivalent senior position)

organisations



Indicator status

Indicator
identifier

Definition

Page number

Explanation

Identified Mate-
rial Aspects and
Boundaries

Stakeholder
Engagement

Report Profile

Governance

Reported
Reported
Reported
Reported
Reported

Reported

Reported

Reported
Reported
Reported

Reported

Reported
Reported
Reported
Reported
Reported
Reported
Reported

Not reported

Reported

Reported
Partly reported
Reported

Not reported

Reported

G4-17
G4-18
G4-19
G4-20
G4-21

G4-22

G4-23

G4-24
G4-25
G4-26
G4-27
G4-28
G4-29
G4-30
G4-31
G4-32
G4-33
G4-34

G4-35

G4-36

G4-37
G4-38
G4-39

G4-40

G4-41

List of consolidated companies

Description of the process for defining the report content and the Aspect Boundaries
Material Aspects in the organisation

Aspect Boundaries

Material Aspects outside the organisation

Explanation of the effect of any restatements of information provided in previous reports and the reasons for such
restatements

Significant changes from previous reporting periods in the Scope and Aspect Boundaries

List of stakeholder groups engaged by the organisation
Basis for identification and selection of stakeholders with whom to engage
Approach to stakeholder engagement, including frequency of engagement by stakeholder group

Key topics and concerns that have been raised through stakeholder engagement, and how the organisation has
responded to those key topics and concerns, including through its reporting

Determination of the reporting period (such as fiscal/calendar year) for information provided

Date of most recent previous report

Reporting cycle

Contact point for questions regarding the report or its contents

Table that shows where the standard elements of communication can be found in the report

Description of the organisation’s policy and current practice with regard to seeking external assurance for the report
Governance structure of the organisation

Description of the process for delegating authority (power) for economic, environmental and social topics from the
highest governance body to junior managers

Description of whether the organisation has appointed an executive-level position with responsibility for economic,
environmental and social topics, and whether post holders report directly to the highest governance body

Description of processes for consultation between stakeholders and the highest governance body on economic,
environmental and social topics

Description of the composition of the highest governance body and its committees
Chair of the highest governance body and his or her role in the organisation

The process by which it is determined what qualifications and experience of persons determining the organisation’s
strategy for economic, environmental and social issues are required to have

Legislation applied to avoid conflicts of interest and regulations issued at the level of the highest governance body

59-61
8-10, 58, 82, 109
8-10
8-10, 58, 82, 109
8-10, 58, 82, 109

91-92

51-57
51
8-10, 51-57
52-56
8
10
8
10
8, 140-147
8
39-44,71,74

43-44

51-55

39-43
41

43,48

There was no significant change in the
content and subjects of the Report
compared to the previous reporting
period.

In accordance with the provisions of the
Organisational and Operational Regula-
tions of the MVM Group and MVM Ltd.
With regard to the scope of the report,
the MVM Group does not state it.

In accordance with the provisions of the
Organisational and Operational Regula-
tions of the MVM Group and MVM Ltd.
With regard to the scope of the report,
the MVM Group does not state it.



Indicator

Criteria Indicator status identifier

Definition Page number Explanation

Not reported Ga-42 Description of the highest governance body's and senior executives' roles in the development, approval and updating In accordance with the provisions of the
P of the organization’s purpose, values and strategies related to economic, environmental and social impact Organisational and Operational Regula-
tions of the MVM Group and MVM Ltd.

Not reported Ga4-43  Description of the measures taken to enhance the highest governance body's collective knowledge of economic, B With regard to the scope of the report,
environmental and social topics the MVM Group does not state it.
Partly reported G4-44 Processes for evaluation of the highest governance body's own performance, particularly with respect to economic, 42 B
environmental and social performance
Partly reported G4-45 The highe_s_t governance body’s role in the identification of economic, environmental and social impact, risks, and 43-44 B
opportunities
Reported G4-46 Descriptiorfw of the highest governance body's role in reviewing the effectiveness of the organization’s risk management 43-44, 71-72 _
processes for economic, environmental and social topics
Partly reported G4-47 The frequency of the highest governance body’s review of economic, environmental and social impact 8-11 -
The highest committee or position that approves the organisation’s sustainability report and ensures that all material
Partly reported G4-48 Aspects are covered 8 -
Reported G4-49 The process for communicating critical concerns to the highest governance body 43-44,113-117 -
The nature and total number of critical concerns that were communicated to the highest governance body and the
Reported G4-50 mechanism(s) used to address and resolve them 106, 134 B
Reported G4-51 Remuneration of the highest governance body and senior executives 42,116 -
Reported G4-52 Description of the process for determining remuneration. Description of whether consultants are involved in the pro- _ The Shareholder determines the
P cess and if so whether they are independent of the organisation. remuneration structure after it has been
L ! ) ) : reviewed and commented on by the
Reported G4-53 How stakeholders’ views are sought and taken into account regarding remuneration policy? - trade unions.

G454  Ratio of the annual total compensation for the organisation’s highest-paid individual to the median annual total com-

Not reported pensation for all employees in the same country

Ratio of percentage increase in annual total compensation for the organisation’s highest-paid individual in each No information is available at present.
Not reported G4-55 country of significant operations to the average percentage increase in annual total compensation for all employees -
(excluding the highest-paid individual) in the same country
Reported G4-56 Internally developed statements of the organisation’s mission, values, norms of behaviour and other principles 44-47 -
. Description of internal and external mechanisms for seeking advice on ethical and lawful behaviour, and matters
Eitrnlt:;r?tnyd Reported G4-57 related to organisational integrity 44-45 B
Description of internal and external mechanisms for reporting concerns about unethical or unlawful behaviour, and
Reported GA-58 matters related to organisational integrity 44-45 -
Reported G4-DMA  Disclosures on Management Approach 16,41, 43, 58-59 -
Direct economic value generated and distributed, including revenues, operating costs, employee compensation,
E . Reported GA-EC1 | Jonations and other community investments, retained earnings, and payments to capital providers and governments 6264 -
conomic
performance  Reported G4-EC2  Financial implications and other risks and opportunities for the organisation’s activities due to climate change 1?1741,7(7)%—69, -
Reported G4-EC3  Coverage of the organization’s defined pension plan obligations (pension funds) - The is no such institution.
Reported G4-EC4  Significant financial assistance received from government 65 -
Reported G4-DMA Disclosures on Management Approach 16,117-118 -
Market presence Not reported G4-EC5  Range of ratios of standard entry level wage compared to local minimum wage at significant locations of operation - No information is available at present.

Reported G4-EC6  Proportion of senior management hired from the local community at significant/main locations of operation 18 -



Indicator

Indicator status identifier

Definition Page number Explanation

http://mvm.hu/download/Strategia_

Reported G4-DMA  Disclosures on Management Approach 74-79 Weboldal-teljes-verzio_0624_EN_final.
Indirect pdf

economic impact Reported G4-EC7  Development and impact of infrastructure investments and services 29,74-79 -
Not reported G4-EC8  Significant indirect economic impact, including the extent of impact - -

Procurement Reported G4-DMA  Procurement practices 73-74 No information is available at present.

4
practice Reported G4-EC9  Proportion of spending on local suppliers at significant locations of operation 74 -
Availability and Reported G4-DMA Management approach to ensure short and long-term electricity availability and reliability (former EU6) 69-70 -
liabilit;

reabrity Reported EU10 Planned capacity against projected electricity demand over the long term 21,74-79,93 -

Research and
development

Decommission-

Reported G4-DMA Research and development activity and expenditure aimed at providing reliable electricity and promoting sustainable 29 36
P development (former EU8) '

ing Reported G4-DMA  Provisions for decommissioning of nuclear power sites (former EU9) 80 -
Reported G4-DMA  System efficiency 32
System Efficiency partly reported EUNM Average generation efficiency of thermal plants by primary energy source 66-67 -
Reported EU12 Transmission and distribution losses 70 -
. Reported G4-DMA Inventories 35
Inventories
Reported OG1 Volume and type of estimated proved reserves and production 34-35 -
Reported G4-DMA  Disclosures on Management Approach 82-83 -
Materials Reported G4-EN1  Quantities of materials used 90 -
Not reported G4-EN2  Percentage of materials used that are recycled input materials within auxiliary materials and fuels - -prb:sr:nits no relevant methodology at
Reported G4-DMA Disclosures on Management Approach 82-87 -
Reported G4-EN3  Quantity of energy used 83-87 -
Energy consumption during the use of product produced by the organisation (upstream) and during treatment after Not applicable in the case of electricity,
Not relevant G4-EN4 use (downstream) B heat and natural gas.
Reported G4-EN5  Energy intensity (= energy consumption/unit characteristic to the organisation) 85 -
Energy Reported 0G2 Total amount invested in renewable energy 24,75 -
Reported OG3 Amount of renewable energy produced by source 24-25, 66-67 -
The amount of reductions in ener(g:ly consumption achieved as a direct result of conservation and efficiency initiatives,
Partly reported G4-EN6  showing the types of energy included in the reductions and describing the basis for calculating reductions and the 85-87 -
methodology.
Partly reported G4-EN7  Reductions in energy requirements of products and services 83-87 -
Reported G4-DMA  Disclosures on Management Approach 82-83, 87,95 -
Water Reported G4-EN8  Total water withdrawal by source 88 -
Reported G4-EN9  Water sources significantly affected by withdrawal of water 87-89 The watercourse most affected by water

abstraction is the Danube.
Reported G4-EN10  Percentage and total volume of water recycled and reused 89 -



Indicator status

Indicator
identifier

Definition

Page number

Explanation

Biodiversity

Emissions

Effluents and
waste

Reported
Reported

Partly reported
Partly reported
Not reported

Reported
Reported
Reported

Partly reported
Partly reported

Not reported

Reported
Partly reported
Reported
Reported
Reported
Reported
Partly reported
Partly reported
Reported
Partly reported
Reported

Not relevant

Not reported

G4-DMA
G4-EN11
G4-EN12

G4-EN13

G4-EN14

EU13
OG4
G4-DMA

G4-EN15

G4-EN16

G4-EN17

G4-EN18
G4-EN19
G4-EN20
G4-EN21
G4-DMA
G4-EN22
G4-EN23
G4-EN24
OG5
OG6
OG7

G4-EN25

G4-EN26

Disclosures on Management Approach

Land owned, leased, managed in, or adjacent to, protected areas

Description of significant impact of activities, products and services on biodiversity in protected areas and areas of high
biodiversity value outside protected areas

Habitats protected or restored

Number of International Union for Conservation of Nature (IUCN) Red List species and national conservation list spe-
cies with habitats in areas affected by operations, by level of extinction risk

Biodiversity of offset habitats compared to the biodiversity of the affected areas

Number and percentage of significant operating sites in which biodiversity risk has been assessed and monitored
Disclosures on Management Approach

Direct greenhouse gas (GHG) emissions (CO2-equivalent of CO2, CH4, N20O, HFCs, PFCs, SF6, NF3 emission =

WBCSD GHG Protocol Scope 1)

Indirect greenhouse gas (GHG) emissions (CO2 equivalent of electricity purchased, cooling and heating, and steam =
WBSD GHG Protocol Scope 2)

Other indirect greenhouse gas (GHG) emissions (energy consumption associated with the activities of the organisation,
not owned or controlled by the organisation — in CO2 equivalent = WBSD GHG Protocol Scope 3)

Greenhouse gas (GHG) emissions intensity (= GHG emissions/unit characteristic to the organisation)
Initiatives aimed at reducing greenhouse gas emissions and achieved emission reductions
Emissions of ozone-depleting substances (ODS) (in CFC-11 equivalent)

Air emissions by type and weight

Disclosures on Management Approach

Total water discharge by quality, destination and treatment method

Total quantity of waste by type and treatment method

Number of significant spills and type, quantity/volume of spilled material

Quantity of water produced during hydrocarbon production and method of its disposal

Volume of flared and vented hydrocarbon

Amount of drilling waste and drill mud and strategies for disposal and treatment

All transported, imported, exported or treated waste deemed hazardous under the terms of the Basel Convention (2)
Annex |, I, lll and VIII

Identity, size, protected status and biodiversity value of water bodies and related habitats significantly affected by the
organization’s discharges of water and runoff

82-83, 99
99-101
99-105

103-104

68, 82-83, 91
91-92

92

92
83-87, 93
92
93
82-83, 94-95, 97
94
95
95
95
91
95

No information is available at present.

No habitat was offset as a result of the
operations of the Group in 2016.

100%

There is no relevant methodology at
present.

The MVM Group is not engaged in
activities subject to the Convention.

There are no relevant records at
present.



Indicator

Indicator status identifier Definition Page number Explanation
Reported G4-DMA Disclosures on Management Approach 82-83, 106-107 -
Compliance Reported GA-EN29 Monetary value of significant environmental fines and total number of non-monetary sanctions for non-compliance with 107 _
environmental laws and regulations
Summa Reported G4-DMA General information provided on the management style 82-83, 106 -
Y Reported G4-EN31  Total environmental protection expenditures and investments by type 106-107 -
Reported G4-DMA  Disclosures on Management Approach 73-74 -
Supplier
environmental Reported G4-EN32  Percentage of new suppliers that were screened using environmental criteria 74 -
assessment
Partly reported G4-EN33  Significant actual and potential negative environmental impact in the supply chain and actions taken 73-74 -
Environmental Reported G4-DMA  Disclosures on Management Approach 82-83, 106-107 -
grievance mech- Number of gri b i | impact filed, addressed and resolved through formal gri h
anisms Reported GA4-EN34 nigr:wns er of grievances about environmental impact filed, addressed and resolved through formal grievance mecha- 106 B
EU14 reported G4-DMA  Programmes and processes to ensure the availabilit of a skilled workforce (former EU14) Policies and requirements 43 109, 117-118 _
EU16 reported regarding health and safety of employees and employees of contractors and subcontractors (former EU16) s
Reported G4-LA1  Total number and rates of new employee hires and employee turnover by age group, gender and region 110-112 -
Reported G4-LA2 Benefits provided to full-time employees that are not provided to temporary or part-time employees, by significant _ Part-time employees are entitled pro
locations of operation rata to benefits.
Employment Not reported G4-LA3  Return to work and retention rates - It cannot be measured.
Partly reported EU15 Number of employees eligible to retire in the next 5 and 10 years, broken down by employee category 114 -
Not reported EU17 Ejgs worked by contractor and subcontractor employees involved in construction, operation and maintenance activi- _ It cannot be measured.
Partly reported EU18 Percentage of contractor and subcontractor employmees that have undergone relevant health and safety training 119-121 -
Reported G4-DMA Disclosures on Management Approach 113-116 -
Labour-manage- - i . N . ) . o s .
ment relations  Reported G4-LA4  Minimum ?otlce periods regarding significant operational changes, including whether it is specified in collective 115-117 _
agreements
Reported G4-DMA  Disclosures on Management Approach 109, 119, 121 -
Percentage of total workforce represented in formal joint management-worker health and safety committees that help
Occupational Reported GA-LAS | onitor and advise on occupational health and safety programmes 120-121 B
health and safety
Partly reported G4-LA6  Rates of injury, occupational diseases, lost days and absence from work and number of work-related fatalities 120-121 -
Not reported GA4-LA7  Workers with high incidence or high risk of diseases related to their occupation - No information is available at present.

Cooperation complies with the provi-
Reported G4-LA8  Health and safety topics covered in formal agreements with trade unions - sions‘of /fAct XClII of 1993 on occupa-
tional safety.



Indicator status

Indicator
identifier

Definition

Page number

Explanation

Training and
education

Labour Practices
Grievance Mech-
anisms

Freedom of
association and
collective agree-
ment

Human rights

training for secu-
rity personnel

Local
communities

Anti-corruption
measures

Public policy

Reported
Not reported

Reported

Partly reported
Reported

Reported

Reported

Reported

Reported

Reported

EU 19 not reported
EU 20 reported

Reported
Not reported

Reported

Not reported

Reported
Reported
Not reported
Not reported
Reported
Reported
Reported

G4-DMA
G4-LA9

G4-LA10

G4-LA11
G4-DMA

G4-LA16

G4-DMA

G4-HR4

G4-DMA

G4-HR7

G4-DMA

G4-SO1

G4-502

EU22

0OG10

OGN
G4-DMA
G4-S03
G4-SO4
G4-SO5
G4-DMA
G4-SO6

Disclosures on Management Approach
Average hours of training per year per employee by employee category

Programmes for skills management and lifelong learning that support the continued employability of employees and
assist them in managing career endings

Percentage of employees receiving regular performance and career development reviews
Disclosures on Management Approach

Number of grievances about labour practices filed, addressed, and resolved through formal grievance mechanisms

Disclosures on Management Approach

Operations and suppliers identified in which the right to exercise freedom of association and collective bargaining may
be at significant risk, and actions taken to support these rights

Publication of the company’s approach to security and human rights practices (The Voluntary Principles on Security and
Human Rights [VPSHR], including the VPSHR Reporting Guidelines [2009])

Training in human rights associated with the organisation’s operation and the or%anisation's human rights policies or
procedures that are relevant to operations, and percentage of security personnel trained

Stakeholder participation in decision-making processes related to energy planning and infrastructure development
(former EU19). Approach to managing the impact of displacement of local residents (former EU20)

Percentage of operations with programmes assessing, managing and developing the impact on local communities,
including the impact of mobilisation to the site, operation and demobilisation from the site, as well as their nature,
extent and efficiency

Operations with actual or potential negative impact on local communities

Number of people physically or economically evacuated or displaced due to the operation of the company and com-
pensation, broken down by type of project

Number and description of significant talks with local communities and indigenous peoples

Number of sites that have been decommissioned and sites that are in the process of being decommissioned
Disclosures on Management Approach

Total number and percentage of operations assessed for risks related to corruption and the risks identified
Percentage of employees trained in the organisation’s anti-corruption business policy and procedures
Confirmed incidents of corruption and actions taken

Disclosures on Management Approach

Total value of political, financial and in-kind contributions by country and recipient/beneficiary

109, 117-118

21,117-118

113
44,109-110, 134

17

109-110

116-117

109, 121-122

129-131

131-133

21, 80-81
47

49
17,47, 53-54, 57
47-49

It cannot be measured.

There was no such training in 2016.

No uniform methodology is available
(EU19).

The operation does not require dis-
placement (EU20).

No uniform methodology is available.

The activities of the MVM Group does
not result in evacuation or displace-
ment.

No uniform methodology is available
at present for group-level records.

No information is available at present.



: Indicator - .
Indicator status identifier Definition Page number Explanation

) ... Reported G4-DMA  Disclosures on Management Approach 49 -
Antkl;cgmpetltlve
ehaviour Reported G4-SO7  Total number of legal actions for anti-competitive behaviour, anti-trust and monopoly practices and their outcomes 49 -
Reported G4-DMA  Disclosures on Management Approach 47, 64’1 1326—107’ -
Compliance M lue of significant fines and total number of ions liance with laws and
Reported G4-SO8 reglrjleatﬁgyn\s/a ue of signiticant Tines and total number of non-monetary sanctions tor non-compliance with laws an 64, 106-107, 134 _
Grievance .
Mechanisms  Reported G4-DMA  Disclosures on Management Approach 109-110, 134 -
for Impact on
Society Reported G4-SO11  Number of grievances about impact on society filed, addressed and resolved through formal grievance mechanisms 134 -
Crisis manage- Crisis planning, disaster and emergency planning and response, training programmes and recovery/restoration pro-
ment Reported G4-DMA grammes (formerly EU21) 128 )
Reported G4-DMA  Disclosures on Management Approach 122 No information is not available.
Process safety The number of process safety events in
Reported 0OG13 Number of process safety events, by business activity - 2016 was zero.
Reported G4-DMA Eeeasliﬂpéttié)gigs process for assessing community health risks, including monitoring, prevention methods and long-term 96, 121-123 B
Not reported G4-PR1 rF.";::err(itentage of significant product and service categories for which health and safety impact are assessed for improve- . There is no standard methodology.
Consumer health
and safety Reported GA4-PR2 Total number of incidents of non-compliance with regulations and voluntary codes concerning health and safety impact 134 R
of products and services, by type of outcomes
Reported EU25 Number of injuries and fatalities to the public involving company assets, including procedures and their outcomes 120 -
Reported G4-DMA  Disclosures on Management Approach 109, 134 -
Compliance
Reported G4-PR9  Monetary value of significant fines for non-compliance with laws and regulations concerning the care and use of prod- 64,134 B
ucts and services
Organisational
agg;;ﬁ{:r::gf Reported - Description of the organisational structure and mechanisms of sustainability 43-44 -
Sustainability
Fa$‘i)lgl;:)rli:2:|y Reported - Provision of family-friendly workplace-related information 113-121 -
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Independent Report of Verification Regarding the 2016 Integrated Report of MVM Group

Responsibility of MVM Ltd

MVM Ltd takes responsibility for the completion of the 2016 Integrated Report of MVM Group (hereinafter referred to as Report), which was approved by the
Chief Executive of MVM Ltd.

MVM Ltd states that the Report is in accordance with the 'Core’ application level of the Global Reporting Initiative (GRI G4 guidelines) and takes into
consideration the sector disclosures related to the energy industry and to the gas- and oil industry.

Responsibility of RTG

RTG Vallalati Felelésség Kft. (hereinafter referred to as RTG) takes responsibility, on the basis of the contract with the MVM Ltd, for a limited assurance
engagement, to perform procedures in order to draw conclusions regarding the 2016 Integrated Report of MVM Group based on the ‘Core’ application level of
GRI G4 Guidelines. The engagement was effective between 13.06-31.08.2017.

The statement was solely prepared for publication in the Integrated Report of MVM Group, RTG does not assume responsibility for use by any independent
third party.

Methodology, work performed
The entire verification process was carried out by taking into consideration the RTG Verification Matrix and performing the following steps:
1. Examination of the reporting process, considering the application of the reporting principles: analysis of internal documents, interviewing the team
coordinating the reporting, examination of the data gathering system.
2. Examination of determining the significant aspects: analysis of related documents, personal interviews.
3. Full review of the Report on the basis of the GRI index, compared to the expectations of the GRI G4 Implementation Manual, and of the sector disclosures
related to the energy industry and to the gas- and oil industry.
4. Verifying and testing the data sources of the information and numerical data of 5 randomly chosen performance indicators and examining one subsidiary
(MAVIR Ltd).
o Introduction of the organization — EU2: Net energy output broken down by primary energy source.
o Stakeholders — G4-27: Key topics and concerns that have been raised through stakeholder engagement, and how the organization has responded to
those key topics and concerns, including through its reporting.
o Environment — EN12: Description of significant impacts of activities, products, and services on biodiversity in protected areas and areas of high
biodiversity value outside protected areas
o Environment — EN15: Direct greenhouse gas (GHG) emissions (Scope 1)
o Sociall Employment — LA5: Percentage of total workforce represented in formal joint management—worker health and safety committees that help
monitor and advise on occupational health and safety programs
5. Drawing conclusions: determining the application level, preparing the independent report of verification and the final documentation of the verification
process.
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The verification of economic indicators was not part of the audit, as MVM Group has an annual financial audit report, which serves as the basis for the data
disclosure in the Integrated Report as well.
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Conclusion

Through the limited assurance audit performed by RTG — as independent third party — regarding the 2016 Integral Report of MVM Group, nothing has come to
our attention that may cause us to believe that the the Report does not comply with the ‘Core’ application level of the GRI G4 Guidelines identified on the basis
of self- classification in all significant respects, or it should contain any significantly false statement.

During the verification no information was revealed which would lead us to question the credibility of the data. The information and evidence acquired during the
verification process provide appropriate and sufficient basis for drawing our conclusions. There is no required disclosure either among the general disclosures
or in relation to the significant aspects that are not covered by the Report. The Report publishes significantly more information regarding both the general
disclosures and the key aspects than the minimum of the 'Core' level. It is an improvement that the expectations of the indicators are fulfilled on a higher level,
the Report is clearer, easier to understand and the context is better exposed than that of the previous report.

Improvement opportunities for the future
Improvement opportunities related to sustainability and the reporting performance of MVM Group:
o Refinement of the data gathering system and switch to the GRI Standards.
o More standardized and detailed editing of the sustainability goals and achievements in the report.
o Engamement with the external stakeholders to a wider extent when selecting the significant issues and the information covered.

31 August 2017, Budapest (et f”“ /(J,\ : \/{

Taéth Gabriella Radnai Tamas
project manager managing director
RTG Vallalati Felel6sség Kift. RTG Vallalati Felel6sség Kft.
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Independent Auditor's Report on the Summary Financial Statements

To the shareholder of MVM Magyar Villamos Mdvek Zrt.

Opinion

The summary financial statements presented on pages 136-139 of the 2016 annual Integrated
Report, which comprise the consolidated balance sheet as at 31 December 2016, the
consolidated income statement and the consolidated statement of cash flows for the year then
ended (hereinafter referred to as “the summary financial statements”), are derived from the
audited consolidated financial statements of MVM Magyar Villamos Mlivek Zrt. and subsidiaries
(hereinafter referred to as “the Group”) as at and for the year ended 31 December 2016
(hereinafter referred to as “the consolidated financial statements”).

In our opinion, the accompanying consolidated balance sheet, the consolidated income
statement and the consolidated statement of cash flows on pages 136 to 139 of the
accompanying 2016 annual Integrated Report of the Group are consistent, in all material
respects, with the consolidated balance sheet, the consolidated income statement and the
consolidated statement of cash flows included in the audited consolidated financial statements of
the Group as at and for the year ended 31 December 2016 which they were derived from.

Summary Financial Statements

The summary financial statements do not contain all the disclosures required by the Act C of
2000 on Accounting in force in Hungary (hereinafter referred to as “the Act on Accounting”).
Reading the summary financial statements and the auditor’s report thereon, therefore, is not a
substitute for reading the audited consolidated financial statements and the auditor's report
thereon. The summary financial statements and the audited consolidated financial statements,
do not reflect the effects of events that occurred subsequent to the date of our report on the
audited consolidated financial statements.

The Audited Consolidated Financial Statements and Our Report Thereon

We expressed an unmodified audit opinion on the audited consolidated financial statements in
our report dated 26 April 2017.

Management's Responsibility for the Summary Financial Statements

The management of the Group is responsible for ensuring that the summary financial statements
included in the 2016 annual Integrated Report agree with the consolidated balance sheet, the
consolidated income statement and the consolidated statement of cash flows of the audited
consolidated financial statement.

This is a translation of the Audit Report issued in Hungarian on 31 October 2017. In case of any differences the
Hungarian language original prevails.

KPMG Hungar a Kft., a Hungarian limited liability company and a member firm of

the KPMG netwark of independent member firms affiliated with KPMG International
Cooperat ve I"'KPMG International *), a Swiss entity. Company registration Budapest,
Févéros Torvényszék Cégblréséga, no: 01-09-063183
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Auditor's Responsibility

Our responsibility is to express an opinion on whether the summary financial statements are
consistent, in all material respects, with the audited consolidated financial statements based on
our procedures, which were conducted in accordance with International Standard on Auditing
(ISA) 810, “Engagements to Report on Summary Financial Statements.”

Budapest, 31 October 2017

KPMG Hungaria Kft.
Registration nu r: 000202

Partner



— It is an accident that an employee has during or in
connection with the performance of organised work, regardless of its place,
time and the extent of the employee (victim)'s contribution. An accident occurs
in connection with work if it is sustained by the employee during circulation, the
receipt of materials, materials handling, personal washing, organised catering
for meals at the workplace, or when using occupational health services and
other services provided by the employer, etc., all associated with work as part of
his or her employment.

— A piece of data characterising the quantity of radioactive material. It
specifies the number of decay events occurring every second in a given quantity
of material. Its unit is Bq (becquerel). 1 Bg = 1/sec.

— Aerosols are gases which contain finely dispersed (atomised) solid
and/or liquid particles. In aerosols, the typical size of solid or liquid particles is
10 to 500 nm (nm is one-millionth of a millimetre, 1 nm = 10-6 mm). If the gas is,
e.g. air, and its pollutant is in a solid state, it is called smoke, while if it is liquid,
it is called fog. E.g. clouds are natural aerosols.

— Biomass is the entirety of organic matter and living organisms
present in a living space at a given moment. Biomass comprises the mass
of all living and recently perished organisms both on land and in water
(microorganisms, plants and animals), the products of microbiological

industries and all products and waste of biological origin generated through
transformation (humans, animals and the processing industry).

— Commission Regulation (EU) No 651/2014
declaring certain categories of aid compatible with the internal market in
application of Articles 107 and 108 of the Treaty. The subsidisation scheme for
the purchase of electricity and heat produced from renewable and alternative
energy sources contains aid subject to Article 4(1)(v) and Articles 42 and 43 of
the Block Exemption Regulation.

— It includes the establishment of a market mechanism
(aid scheme) that supplements traditional energy markets, where the income
of generators comes mainly from the amount of energy they sell, in such a way
that the available capacity of power plants is also rewarded.

— A combustion product, a colourless and odourless gas. Fossil
fuel-burning power plants emit carbon dioxide, too, into the atmosphere during
their operation. It is one of the gases responsible for the greenhouse effect in
the atmosphere and thereby global warming.

-A
man-made treeless area including a safety zone in forests along the route of
transmission lines, aimed at ensuring their operational safety and the protection
of the integrity of the surrounding forest.



— A solid fuel. Coal was formed under the ground surface, at high pressure
and with the exclusion of air, from the remains of plants that had died millions
of years ago. The quality (calorific value) of coal is determined primarily by its
age. During the Industrial Revolution (from the second half of the 17th century),
coal constituted the basis of technical evolution, and it has a substantial share
in the energy mix even today.

— A power plant using coal as primary energy source.

— A type of gas turbine power plant. At combined
cycle power plants, the hot flue gas emitted from the gas turbine is conveyed
into a heat recovery boiler, where its heat energy is used for steam generation.
This steam is used for driving a turbine and generating electricity, but it can
also be used for the purposes of heating supply. Combined cycle power plants
operate with higher efficiency than conventional thermal power plants.

— The generation
of electricity and marketable heat in the same energy generation unit and
technological process, using the same primary energy source(s). It is aimed
at conserving primary energy and, consequently, at reducing the emission of
pollutants.

- A code issued by the Hungarian Energy Office in the form
of a decision in order to ensure the competition-neutral, discrimination-free
and independent operation of MAVIR Ltd. in accordance with the provisions of
the relevant legislation.

— The accounting method or methodology required for the
compilation of the consolidated annual report of several companies belonging
to the same owners or shareholders.

— A piece of flue gas cleaning equipment.
It is used in thermal power plants for transforming the sulphur dioxide content
of flue gas into other harmless chemical compounds (e.g. gypsum), thereby
reducing pollutant emissions.

— A thermal power plant that, besides supplying
heating, generates electricity as well. It is established mainly in cities, towns
or industrial areas where there is demand for municipal or industrial heating.
Its advantage is that the total efficiency of combined heat and electricity
generation is higher than that of generating the two products separately.

— A product sold in electricity supply, which consists of a given
electrical capacity and the quantity of energy generated using that capacity
and consumed during a specific period of time.

— The entirety of the power plants and transmission and
distribution networks controlled by the system operator in accordance with
the principles specified in the electricity supply codes, in cooperation with the
electricity dispatcher within the scope specified by law.

— Fossil and renewable energy sources are used for electricity
generation. The main fossil energy sources are coal, petroleum and natural
gas. Another important industrial energy source is nuclear (fissile) energy. The
most well-known renewable energy sources are wind energy, solar energy,
biomass, geothermal and waste energy, etc.

— A rotating bird diverter.

— A process for reducing the quantity of
pollutants in the flue gas emitted by power plants during their operation.



The flue gas of conventional power plants contains pollutants, e.g. sulphur
dioxide, nitrogen oxides and particulates. Flue gas can be cleaned either
mechanically or chemically (e.g. using a catalyst or desulphurisation plant). The
flue gas cleaning process must always be selected in accordance with the fuel
burned at the power plant and the given technology, and also in compliance
with the relevant emission norms.

— A collective name for minerals of plant or animal origin
from the Palaeozoic, such as bituminous and hard coal, petroleum or natural

gas.

— At a gas turbine power plant, the turbine rotating
the generator is driven directly by hot gases produced from fuel combustion,
without intermediate steam generation.

- A specific quantity of the radioactive materials emitted
by a nuclear power plant, which shows the quantity of the radioactive material
emitted by a power plant with a 1 GWe (i.e. 1,000 MWe) electrical capacity
during its operation throughout one year.

— Meeting the industrial and residential heat and district heating
demand of various heat consumers from cogeneration power plants or from
heating plants consisting of self-contained boiler batteries through a centre by
delivering steam or hot water, as heat carrier, through pipelines.

— The electricity transmission system comprising the
transmission network and the distribution network.

— The intended purpose of the
International Nuclear Event Scale (INES) is to allow the public to be informed
immediately and in a comparable way about the safety significance of
incidents, breakdowns and accidents reported by nuclear power plants. The
event scale has been devised by the International Atomic Energy Agency and
the OECD Nuclear Energy Agency (NEA).

— A method for measuring the radiation
of radioactive substances in which the activity of certain isotopes emitting
radioactivity in the sample is also determined (not only the total activity of the
sample).

— Injury occurs when the human body is damaged due to a sudden
external impact. Injuries can be classified in various ways; they are most often
grouped by body part and root cause.

— A fixed bird diverter.
— Lifetime extension

— The Chairman and CEO's consultative management
forum aimed at supporting the Chairman and CEO in making decisions on
certain specific subjects with its proposals and opinions.

— A gaseous hydrocarbon energy source. It formed from the
decomposition materials of organisms that perished millions of years ago and
accumulated in marine sediments. Natural gas is extracted on land and at sea
bottom near the coast, and delivered to its place of use through pipelines. It



is one of the important fuels of power plants. Its advantage is that hardly any
harmful combustion products are produced when it is burned.

— The entirety of the lines and equipment conveying electricity
from the place of generation to customers, including supporting structures,
transformers and switchgear. The electricity system is built of networks of
different voltage levels. Electricity is transmitted over large distances on the
public transmission network used for the transmission of electricity. The looped
part of the distribution network transmits electricity from the substations of the
transmission network to the individual power distribution districts. Consumers
are connected to a radial distribution network. The various voltage levels are
connected by transformers. The operation of the networks is controlled by the
National System Operator and the District Dispatch Centres.

— A power plant generating electricity from nuclear
energy. With regard to its working principle, it is a thermal power plant, but
the heat used for steam generation is generated not in a conventional boiler,
but in a nuclear reactor through a nuclear process called atomic fission. In the
course of their operation, nuclear power plants — as opposed to conventional
thermal power plants — emit hardly any pollutants affecting the environment,
but at the same time there is a need to provide for the disposal of spent, used
nuclear fuel assemblies and of the waste materials radioactively contaminated
during the operation of the plant.

— A liquid hydrocarbon energy source. A liquid mineral formed from
the decomposition materials of organisms that had perished millions of years
ago and accumulated in reservoir rocks. Its various distillate products are also

suitable for being used at power plants. It is one of the most important energy
sources of modern industrial society.

- Itis a condition of safe operation to meet the '(n-1) criterion’,
that is, the breakdown or failure of a component of the system should not
cause the interruption of supply to consumers or excessive current or voltage
that cannot be eliminated from the system, or should not to jeopardise the
safe operation of other equipment.

— An energy conversion facility that generates electricity using
some energy source, in particular, coal, hydrocarbons, fissile materials,
renewable energy sources or energy from waste.

— An energy source that is continuously available
due to natural phenomena and is reproduced in spite of being used. The
most widely used renewable energy source today is hydraulic energy. The
other renewable energy sources (wind, solar radiation, tides, terrestrial heat,
biomass, etc.) are also called alternative, because they can substitute other
previously used energy sources.

— Hungarian Atomic Energy Authority.

— Occupational Health and Safety Management
System.

— A standard called Occupational Health and Safety
Management Systems Specification.



— Continuous control of the operation of the electricity
system. It is responsible for constantly securing the balance between
consumption and generation within the electricity system and for keeping the
parameters of electrical energy at the prescribed values by using the technical
equipment at its disposal.

— An instantaneous characteristic of the ability to do work or the
intensity of doing work. The power of a piece of electrical equipment is the
product of the voltage connected to it and the current flowing through it under
the effect of such voltage. Its unit is watt (W).

— A term used in the oil and gas industry for wastewater of technological
origin.

— Energy reaching the Earth in the form of solar radiation. Most of
the renewable energy sources (hydraulic and wind energy) utilise solar energy
indirectly, while photovoltaic solar power plants use it directly.

- A type of power plant that transforms the energy radiated
by the Sun onto the Earth into electricity using either a direct method (with
solar cells) or through a special intermediate steam generator.

— A node in the electricity network. System components of the same
voltage level are interconnected in substations by means of switchgear (circuit
breakers, disconnectors and bus-bars). It is here that transformers interconnect
the various voltage levels. The power moving along the individual lines and
other parameters of electrical energy are measured at the substations. The
System Operator and the District Dispatch Centres use these measurements—
among others—for the operational control of the electricity system.

— Continuous control of the operation of the electricity
system. It is responsible for constantly securing the balance between
consumption and generation within the electricity system (security of supply)
and for keeping the parameters of electrical energy at the prescribed values by
using the technical equipment at its disposal. The Hungarian system operator
is MAVIR Ltd. on the basis of its operating licence.

— Conveyance or transmission of signals and data
flows through a wired or wireless medium to greater distances. Its typical
forms are voice, data and video signal transmission. Telecommunication
means one- or two-way communication in physical, data link, network and
transport layers according to a layer model for networks (OSI, Open System
Interconnection). In terms of technology, there are many wired and wireless
standards, such as WDM, SDH, PDH, IP/MPLS, WiFi, 2G, 3G, LTE, WIMAX,
etc. Telecommunications form part of the everyday life of humanity through
the use of the World Wide Web, also known as the Internet, established by
the standard interconnection of television, telephone and telecommunication
service providers in the world.

- The energy absorbed when the temperature of a certain
material increases and released when it decreases. Its unit is joule (J).

— At thermal power plants, the heat energy released
in the boiler (in the case of nuclear power plants, in the reactor) is used for
generating steam, which drives a steam turbine, the mechanical energy of
which turns a turbogenerator, which generates electricity.

— An electrical machine used for converting voltage and current.



— The conveyance of electricity on the transmission network and
all related technical and economic activities required for the conveyance of
electricity in satisfactory quality.

— A power line system qualifying as a public network,
including supporting structures, together with the associated transformers and
switchgear, which is used for the transmission of electricity and which must be
treated as a single unit.

— The Hungarian system operator is
MAVIR Ltd. on the basis of its operating licence.

— One of the basic physical variables of electricity. Its unit is volt (V). In

electricity systems, high voltages are used, up to a few hundred thousand volts.

The values of voltage most frequently used in electricity supply are 0.4 kV, 6 kV,
10 kV, 20 kV, 35 kV, 120 kV, 220 kV, 400 kV and 750 kV. At a high voltage level,

a lower current intensity is needed for transmitting the same power, whereby
transmission losses are reduced.

— The Greenhouse Gas Protocol developed by the
World Business Council on Sustainable Development G
(www.ghgprotocol.org).
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MVM Zrt.

MVM MIFU Kft.

MVM Zrt.

MVM Paksi Atomerémdi Zrt.
MVM Hungarowind Kft.
MVM MIFU Kft.

MVM Zrt.

MVM Zrt.

MVM NET Zrt.

MVM Zrt.

Vértesi Erému Zrt.

Merkel Melinda
Mészéros Andras
Neer Andras
Nemes Gyorgy
Palko Istvan

Pélla Gabor Odoén
Pécsi Zsolt

Péter Norbert
Pintér David

Pintér Taméas Sandor
Rak Aida

Rudi Zsuzsanna
Sallai Orsolya
Smaus-Novék Janos

Sods-Kovacs Evelin

MVM Zrt.

MVM Zrt.

MAVIR ZRt.

MVMI Zrt.

MVM OVIT Zrt.

Romai Irodahaz Kft.

MVM Paksi Atomerém( Zrt.
MVM Hungarowind Kft.
MVM ERBE Zrt.

MVM GTER Zrt.

MVM Eszak-Budai Fiitéerémdi Kift.

MVM ERBE Zrt.

MVM Paksi Atomerémdi Zrt.
MVM MIFU Kft.

MVM Zrt.

Sérés Péter Méark

Szabo Gabor

Szabé Linda

Szegediné Szabé Katalin
Szlics Gabor

Szlics Péter

Takacs Gyorgy Dr.

Tol6si Krisztina

Vandor Balazs

Vargéné Berze Agnes

Wolf Katalin

MVM Zrt.

MVM Zrt.

MVM Zrt.

Vértesi Erém( Zrt.

ATOMIX Kft.

MVM Zrt.

Magyar Foldgézkereskedd Kft.
MVM Zrt.

MVM Zrt.

Vértesi Erém( Zrt.

NUSZ Zrt.
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Response sheet

MVM Group, 2016 Integrated Report

To: Zsombor Lérénd Latorcai, Head of Environmental Protection Department, MVM Ltd. From:
E-mail: mvm@mvm_.hu Date:

Re: 2016 Integrated Report of the MVM Group

Dear Reader,

Thank you for your interest in our publication. Getting to know your opinion is important for us to improve our report, therefore, we welcome your comments.

Thank you.

Yours sincerely,
MVM Group

Very good Good Average | Acceptable Poor

Information content of the report

Clarity of the report

Areas to be developed, remarks and proposals for other topics:




