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MESSAGE FROM THE

DEAR READER,

e are once again very pleased to present the

overall activities and results of the MVM

Group in our publication. The past year also
saw a lot of changes, but the principles of the strategy
of our Group were borne in mind also in 2018.

The new National Energy Strategy, which is currently
being developed, is based on the supply of clean,
smart and affordable energy and also takes into
account exploiting potentials in energy innovation
and economic development. Entrusted exactly with
these, the MVM Group operates and supplies natural
gas and electricity to the domestic population and
companies. We do all this along the three pillars of our
strategy, generation, infrastructure, utilities, and utility
and home services, to enhance our success in Hungary
and abroad as well as our marketable, innovative
corporate operation, which creates real value.

MESSAGE FROM THE CHAIRMAN & CEO

With the merger of the MVM and NKM Groups, our
holding, which operates as the largest knowledge
centre in the industry in Hungary, now covers the
entire energy value chain with its services. In 2018, we
became an indispensable market player, which, besides
nuclear, natural gas-based and solar energy generation
and serving customers in the market, now holds energy
supply to retail customers also in its portfolio. Of course,
we continue to treat e-mobility, the development of
smart city technologies, the operation of the
transmission network and the provision of state-of-the-
art government telecommmunications solutions as
priorities. MVM, with the addition of the NKM Group, is
Hungary's third largest company, employs more than
12,000 peopleandis presentin 17 countries; in addition,
it now serves more than 4 million retail customers. In
order to achieve optimum operation, among other
units, the group-level function overseen by the Chief
HR and Services Officer coordinates the development
of the human resources and service portfolio.

In 2018, the MVM Group became the market leader in the field of renewable
energy generation. Under the largest solar power plant project in Hungary, we
delivered our Felsézsolca Solar Power Plant in the autumn and completed our

Paks photovoltaic project by the beginning of December. The two huge solar

* Mark and number of the GRI, or MVM indicator. The list of these indicators can be found in the GRI Index.
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facilities generate clean, sustainable, carbon neutral electricity for nearly 50,000
people. At the same time, the installation of turnkey household-sized small power
plants has been launched in the Group, which will also involve the population in
renewable energy generation. In addition, the Paks Nuclear Power Plant generated
the most electricity in Hungary also in 2018: the four units had a total output of
more than 15,700 gigawatt hours, also without greenhouse gas emissions, with
an average capacity utilisation rate of nearly 90%. The availability of our renewable
energy generating units is also above 90%.

We know that the key to success for energy providers is digitalisation and
increasingly complex and higher value-added services. For this reason, the MVM
Group attaches great importance to knowledge development and continuous
innovation.In 2018, we created the Group-level Technology Innovation Directorate,
and for the third time we announced our MVM Edison Startup Competition, where
we are looking for the best, marketable energy innovations. For that matter, in our
Corporate Social Responsibility Strategy, we also lay emphasis on supporting
young generations and the talents of the future. In addition to promoting the
success of innovation and startup culture, sponsoring outstanding musical talents
and supporting disadvantaged children have also remained our high-priority
goals. In addition, it also serves supporting young people, the hopes of the future,
that MVM has become a sponsor of various sports departments of the Ferencvéros

MESSAGE FROM THE CHAIRMAN & CEO

Athletic Club. Within cooperation with Hungary's most popular sports club, MVM
supports the junior and adult athletes in more than 20 sports.

In recent years, the NKM Group has paid special attention to introducing digital,
modern, environmentally sound solutions and to ensuring that customers use
these quick and convenient options instead of paper-based services. As a result,
about 1.2 million customers are handling their transactions online, including
150,000 through applications, and over 800,000 have chosen online invoices. In
addition, the Group has become an indispensable player in alternative powered
transport in Hungary, since today, besides the CNG fuel provided to a number of
public service providers, a nationwide e-car charging network has been built
using state-of-the-art technologies.

Our operational and financial indicators provide an excellent basis for achieving
our goals. Our group-level sales amounted to more than HUF 1,700 billion in
2018, which is significantly higher than in 2017 and 2016: by about HUF 390
billion and nearly HUF 690 billion, respectively. The stability of our business
operations has also been recognised by the European Investment Bank, when
providing our company with a long-term credit facility of EUR 100 million, thus
enabling the development and expansion of the most important elements of the
Hungarian and regional energy infrastructure.

We are moving ahead on the road we have started; our goal is to be even better
and to operate more efficiently in all areas. | would like to draw your attention to
the Integrated Report of the MVM Group, where you can read more about the
operation, sustainability efforts and corporate social responsibility of the Group.

Gyorgy Kébor
Chairman and CEO
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AND ENERGY

ne of the greatest challenges of our time is meeting rapidly growing

worldwide energy demand in a reliable and sustainable way, which

burdens the environment the least. During its activities, the MVM Group,
a key energy group in Hungary, works in order to be able to supply energy to all
of its customers according to their needs by generating, transmitting, distributing
and trading in energy as well as by improving its activities through R&D and
innovation projects.

The majority of the energy generation units of the MVM Group generate electricity,
and some power plants also participate in district heating supply through
cogeneration.

In the four units of the Paks Nuclear Power Plant, which is responsible for more
than 50% of Hungary's electricity output, large amounts of heat energy are
released during the chain reactions from the fission of uranium nuclei, which
warms the pressurized medium. This medium transmits the energy completely
free of radiation to a subsequent aqueous medium, which results in hot and high
pressure steam. This steam is used for driving turbines, so the heat energy is
converted to kinetic energy, which rotates the rotor of a generator connected to
the turbine shaft, thus generating electricity.

Cogeneration power plants, such as the MVM North Buda Heating Plant and the
Miskolc Heating Plant, generate electricity in a similar manner. In these cases, the
electricity generator is driven by the operation of gas turbines and gas engines
utilising natural gas. The process involves a lot of heat generated, which is
sometimes used for producing hot water through the operation of additional
heat recovery boilers and is forwarded to the district heating system. This results

MVM AND ENERGY

in a significantly higher efficiency in operation, which brings greater returns also
in terms of economy and the environment.

The MVM Group considers investments in power plants utilising renewable
energy sources as an important direction of development. The power plant units
of the member companies include solar, wind and hydro power plants alike.
There is a wind farm operated by MVM Hungarowind Ltd. (renamed as MVM
Green Generation Ltd. in 2019) in the territory of Gyér-Moson-Sopron County.
When it is operating, the wind turbines, more than 90 metres in diameter and
turned by the air flow, also drive a generator each, thus generating electricity. The
energy generation process of solar power plants basically requires semiconductor
materials in the panels. As a result of the incoming solar radiation, charges are
separated and electrical voltage is generated in them, which generates direct
current electricity. This is converted to alternating current by means of inverters,
thus generating the electricity that can be fed into the grid.

Hungarian Electricity Transmission System Operator Ltd. (MAVIR Ltd.) takes a
central role in delivering the electricity generated in the power plants of the MVM
Group listed above to distribution licence holders and, through them, to
consumers. Electricity is transmitted via the transmission grid system crisscrossing
the country. The maintenance and construction of the high-voltage transmission
grid is mainly carried out by MVM OVIT Ltd.

Operating in the MVM Group, MVM GTER Ltd. operates four quick-start backup
power plants located at different points in the country, with which it provides
system-level backup supply (tertiary ‘up’ and secondary backup as well as Black
Start and voltage/reactive power balancing) to the System Operator.

INTEGRATED REPORT | 2018
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Through its two member companies, Hungarian Gas Trade Ltd. (MFGK Ltd.) and
Hungarian Gas Storage Ltd. (MFGT Ltd.), the MVM Group is a key player in the
Hungarian energy industry (gas supply). MFGK Ltd. is one of the market-leading
natural gas traders in Hungary and the primary partner of Hungarian universal gas
providers in the reliable supply of natural gas to retail consumers. In addition,
MFGK Ltd. also plays a significant role in the end consumer market. Being the
largest commercial natural gas storage company in Hungary, MFGT Ltd. operates
four underground gas storage facilities with a total working gas capacity of 4.43
billion m’. The gas storage facilities contribute to providing affordable and
sustainable energy supply and increasing the security of supply.

MVM AND ENERGY

The NKM Group is responsible for the continuous and secure performance of
nearly 4.2 million electricity, gas and district heat customer contracts. The most
important objective of NKM National Public Utilities Ltd. (NKM Ltd.) is to ensure
supply to its customers to a high standard, to carry out the proper and safe
maintenance of the technical infrastructure network,and to meet the Shareholder’s
requirements. Together with the service areas of NKM Natural Gas Network Ltd.
and NKM North-South Natural Gas Network Ltd., NKM Ltd. operates a gas network
of over 30,000 kilometres, which is maintained according to schedule. With NKM
Electricity Network Ltd,, it operates an electricity network of about 33,000 kilometres
and spends several billions of forints on its maintenance and expansion every year
in order to provide customers with quality, secure services.
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ABOUT THE INTEGRATED REPORT OF THE

Sustainability relationships

he Report issued every year presents the economic, environmental and social

performance of the MVM Group. The Report has been prepared on the basis
of the Global Reporting Initiative (GRI) Standards, with regard also to sector-
specific guidelines relating to the energy industry and also the oil and gas
industry. The reporting Period for this Sustainability Performance Report is 1
January to 31 December 2018. The last Report was published in 2018.

The MVM Group pays special attention to sustainable development. Bearing in
mind the environmental media of sustainable development, it takes a leading
role in innovation, energy efficiency and renewable energy technologies for
further strengthening its domestic and regional role. It contributes to ensuring
sustainable development, in terms of the economy, by supplying electricity and
natural gas at the best possible prices, while from social aspects, by supporting
talents and outstanding performance and pursuing its corporate social
responsibility activities.

ABOUT THE INTEGRATED REPORT OF THE MVM GROUP

Stakeholder engagement

he framework for the Report is provided by the economic, environmental and

social topics considered important by the internal and external stakeholders
of the MVM Group, identified in 2017 for the last time on the basis of two
Stakeholder Forums organised and conducted by RTG Corporate Responsibility
Consulting Ltd. and an assessment within the MVM Group.

During the materiality analysis of the MVM Group, the list of stakeholders of the
company was updated. The scope of stakeholders was determined on the basis
of the previous experience and methodology of the MVM Group. The points also
considered in the Integrated Reports of previous years were supplemented. The
points considered are as follows:

Who is affected by the operation, products and services of the MVM Group, and
for whom the MVM Group takes responsibility?

Who influence the operation, success and reputation of the MVM Group?
Who are directly the most dependent on the MVM Group, its operation and
effectiveness?

Who are affected by the MVM Group, but cannot represent their interests
properly?

Who are those with whom the MVM Group has regular contacts?

Who are the experts relevant to an important topic?

Who are relevant stakeholders based on strategic, financial, political and
security aspects?

Who are the regulatory bodies and authorities?

INTEGRATED REPORT | 2018
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Table 1: Stakeholders of the MVM Group

Stakeholder

Ministry of National Development/Minister Without Portfolio for the Management of National Assets (since 18 May 2018)
Hungarian State Holding Company Ltd./Minister Without Portfolio for the Management of National Assets (since 18 May 2018)
Member companies

Employees

Member companies (The service and technical companies of the MVM Group perform activities for other members of the MVM Group.)

Stakeholder group
Shareholder/owner
Shareholder/owner
Shareholder/owner
Employees

Customers

Indirect/Direct

Direct

Direct

Direct

Direct

Direct

External stakeholders

Stakeholder Stakeholder group Indirect/Direct
Suppliers Customers Direct
Customers of trading company Customers Direct
Electricity distribution companies Customers Direct
Natural gas transmission and distribution companies Customers Direct

End consumers (Indirect and direct contact through service companies and NGOs) Customers Indirect and direct

Residents who live in the

Local governments, municipal associations and NGOs vicinity of facilities Direct
Professional organisations State, authorities and bodies Direct
Sponsored parties State, authorities and bodies Direct
Prime Minister’s Office State, authorities and bodies Direct

ABOUT THE INTEGRATED REPORT OF THE MVM GROUP
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External stakeholders

Ministry of National Development State, authorities and bodies Direct
Minister Without Portfolio for the Management of National Assets State, authorities and bodies Direct
Ministry of Innovation and Technology State, authorities and bodies Direct
Ministry of Foreign Affairs and Trade State, authorities and bodies Direct
Ministry of the National Economy State, authorities and bodies Direct
Nemzetgazdasagi Minisztérium State, authorities and bodies Direct
Hungarian Energy and Public Utility Regulatory Authority State, authorities and bodies Direct
Hungarian Atomic Energy Authority State, authorities and bodies Direct
Government Offices in charge of Mining Supervisory Authorities State, authorities and bodies Direct
Environmental protection authorities State, authorities and bodies Direct
National Park Directorates State, authorities and bodies Direct
National Environmental Protection Council State, authorities and bodies Direct
National Climate Protection Authority State, authorities and bodies Direct
Energy generation, energy trading and technical service companies Competitors Direct
National Office of Communications Media Direct
National, regional and local media, specialist journalists and editorial boards Media Direct
W 10221 When consulting the stakeholders, the MVM Group dealt with the following economic, environmental and social issues rated as significant by the stakeholders:

regular provision of data and information to the Shareholder; information provided by suppliers on their management systems, codes, rules

the companies of the MVM Group in accordance with the group-level and references in their offers, bids and applications;

communications model; description of trading activities (services and products);

group
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public hearings in the case of new facilities;

public forums, regular emergency preparedness and response drills, and
provision of information;

publication of resident information brochures;

participation in scientific work, advocacy, the operation of associations and the
organisation of events;

representation of the Hungarian energy industry in the work of international
organisations;

in the legislative process, review of legislation and regulations affecting the
industry and participation in drawing them up;

topics related to permitting and data provision to the competent authorities;
subjects related to advocacy and interest enforcement activities;

media topics related to the publication of the objectives and interests of the
MVM Group.

The companies of the NKM Group operating environmental management
systems, which joined the MVM Group in 2018, identified interest groups directly
related to their activities and identified their expectations on the basis of
stakeholder opinions and the highest possible level of compliance with them. For
the companies of the NKM Group, customers, the Shareholder, the authorities,
the local governments and the employees are the most important stakeholders.

In August 2018, a significant change took place through the complete
consolidation of NKM Ltd. into the MVM Group, thus the MVM Group essentially
covers the entire energy value chain, and its activities now extend also to the
wholesale and retail trade of electricity and gas, related supplementary services,
customer service and e-mobility.

The most important subjects of the important issues and concerns raised by
stakeholders are responsible corporate governance, environmental protection,
security of supply and innovation. These appeared both in the case of external
and internal groups.

ABOUT THE INTEGRATED REPORT OF THE MVM GROUP

Key feedback is also reflected in a change of the range of material topics and the
inclusion of new indicators. Such new topic areas are consumer practice,
emergency preparedness and the replacement of fossil fuels.

The significant organisational changes that took place in 2018 provide a good basis
for further improving the Report and ensuring its better understanding by non-spe-
cialists. In addition, stakeholders highlighted the importance of adopting commit-
ment to the UN Sustainable Development Goals (SDG), so the 2018 Integrated Re-
port already presents the commitment of the MVM Group in this respect as well.
The MVM Group aims to further integrate the SDGs into its strategy and operations.

The Integrated Report was prepared on the basis of the GRI Standards, which meet
the Core level of compliance. Nonetheless, the Report has a considerably larger in-
formation content than the details expected by the GRI to be provided in Core re-
ports. This Integrated Report was approved by the CEO of MVM Ltd. on 27 May 2019.

Materiality

he material sustainability topics to be presented in the Integrated Report of the

MVM Group have been designated by holding external stakeholder forums
and on the basis of the discussions there and evaluation within the MVM Group.
To identify material topics, it selected organisations and individuals that have
extensive insight into or key involvement in its activities from the stakeholder
groups. It was an important consideration to ensure that as many stakeholder
groups are present as possible, with special attention to ones the members of
which cannot represent their interests individually, for example, non-membership-
based NGOs. Furthermore, a comprehensive and critical approach was aimed at,
so it did not involve sponsored organisations in the identification of material
topics. Within the organisation, the staff of the Environmental Protection
Department and the organisational units overseen by the Chief Human Resources
Officer of MVM Ltd,; one staff member of each of three member companies (due

INTEGRATED REPORT | 2018
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toitsimportance, MVM Paks Nuclear Power Plant Ltd. and due to theirindependent
operation, MAVIR Ltd. and MFGT Ltd.); and the representatives of RTG Ltd, a
consulting company supporting the work, participated in the stakeholder forum.

After grouping and aggregating the material topics identified at the external and
internal forums, the following material matrix was obtained:

The vertical axis of the matrix shows the assessment by stakeholders, that is, the score
givenfrom 1to 10according to the numberand importance category of the mentions,
while the horizontal axis shows the value obtained by averaging the scores given for
the importance of the economic, environmental and social impact at the external and
internal forums. Thus, the matrix presents each topic according to their importance
for the companies and the magnitude of the impact, which are as follows:

public policy,
10 consumer practice,
Innovation environmental protection,
9 + compliance,
~ Staff Security of energy power plant decommissioning,
Local Community supply )
8 * economic performance,
i RE—— local communities,
nvironmental protection Economic performance L.
access (electricity),
7 u XK s y)
Public policy Consumer practice Decommissioning security of energy supply,
0 staff,
2 6
g Compliance innovation.
[T} .
% Clients
25 L
2 Access
z Procurement L
2 (electricity)
g 4
4 Stocks and production
Non-discrimination
3
Information on electricity use
2
1
Forced relocation
0
0 1 2 3 4 5 6 7 8 9 10

Significance of economic, environmental and social impact

ABOUT THE INTEGRATED REPORT OF THE MVM GROUP
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Completeness

he identification of sustainability relationships and stakeholders, then, through

their involvement, the identification of material topics contribute to meeting
the principles of GRI' and thus the exact definition and presentation of the
contents of the Report.

Each of the material topics identified will be presented in the Report; however,
the location of their occurrence may differ by topic area and member company.
The Report always mentions the importance and impact of the various topic
areas and, where appropriate, also mentions the differences between the
member companies. The evaluated impact may occur both inside and outside
the organisation.

Key feedback is also reflected in a change of the range of material topics and the
inclusion of new indicators. Such new topic areas are consumer practice,
emergency preparedness and the replacement of fossil fuels.

The findings of the audit completed by Deloitte Hungary Ltd.,, an independent
party, regarding the consolidated balance sheet, profit and loss account, and
cash flow statement of MVM Hungarian Electricity Ltd., included in the Integrated
Report of the MVM Group, are set out in the ‘Independent Auditors' Report on the
Consolidated Financial Statements’ included in the annex to this Report.

The KOVET Association for Sustainable Economy carried out the independent,
third-party certification of the Report. Their findings are contained in the
Certification Letter in Annex 9.6. 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 contains data

1 Contents: Stakeholder Engagement, Sustainability Relationships, Materiality and Completeness. Quality: Accuracy,
Balance, Clarity, Comparability, Reliability and Timeliness

ABOUT THE INTEGRATED REPORT OF THE MVM GROUP

onthe companies of the MVM Group also including the NKM 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).

The location of the data content of economic, environmental and social topics
identified in the MVM Group, corresponding to the material GRI Standards,
Electric Utilities Sector Disclosures (supplement to the GRI relating to the provision
of sector-specific information by electricity utilities) and Oil and Gas Sector
Disclosures (supplement to the GRI relating to the provision of sector-specific
information in the oil and gas industry), is presented in the Integrated Report by
the GRI indicator indices on the margin of the publication and the GRI Content
Index at the end of the publication”.

2 The GRI Electric Utilities Sector Supplement and the GRI Oil and Gas Sector Supplement have been prepared for the
GRI G4. Their use is recommended until sector supplements are prepared for the GRI Standards.
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Bearing environmental protection considerations in mind, 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.” The readers of the
Report may send their questions, opinions, comments and proposals to the
mvm@mvm.hu email address and they will be taken into consideration during
the preparation of subsequent reports.

Objectives for sustainable development

ustainable development is highly important for the MVM Group even beyond

international and domestic expectations. Accordingly, it serves as a basis for
the strategic objectives of the MVM Group. In 2015, the UN adopted the Agenda
for Sustainable Development’, which contains 17 objectives for handling the
main issues of our times. They are called Sustainable Development Goals.
Although they set objectives in different areas, the SDGs are inseparable and
cover all three dimensions of sustainable development (economy, environment
and society). Action is key in the areas defined by them in the period until 2030,
in which the MVM Group intends to take an active role.

Business leadership with a strong and sustainable vision is essential for the
implementation of the changes required by the SDGs. The subjects covered by
the goals and the related subgoals include, among other things, the elimination
of all forms of poverty, combating inequalities and injustices, and the promotion
of the fight against climate change. Of these, the MVM Group identified the
following as its primary areas of action, this can be affected at group level:

3 http//mvm. ku-adatok/szakmai-informaciok/eves-tarsadalmi-felelossegvallalasi-jelentesek/
4 Transforming Our World: The 2030 Agenda for Sustainable Development, Sustainable Development Goals (SDGs)

ABOUT THE INTEGRATED REPORT OF THE MVM GROUP

EENDER
by

13 i

SUSTAINABLE
DEVELOPMENT

GCALS

3. Health and well-being

4. Quality education

5. Gender equality

6. Clean water and basic sanitation

7. Affordable and clean energy

8. Decent work and economic growth

9. Industry, innovation and infrastructure
11. Sustainable cities and communities
12. Responsible consumption and production
13. Action against climate change

15. Protection of terrestrial ecosystems
16. Peace, justice and strong institutions

The economic, environmental and social chapters of the Report cover the
relationship between the area and the 12 specified SDGs. At the beginning of the
chapters, pictograms indicate which Sustainable Development Goals the topics
highlighted in 2018 are related to.
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Structure of the chapters of the Report

ictograms appearing next to the related text help the identification of the
indicators in the Report. The GRI indicator referred to can be identified on the
basis of the GRI Index on page 126 of the Report.

In addition to the indicators, the economic, environmental and social chapters of
the Report present which SDGs are relevant in the activities of the MVM Group.
This is indicated by the pictograms at the beginning of the chapter. The three
main chapters of the Report relate to different set of companies of the MVM
Group in the fields of the economy, environment and society.

ABOUT THE INTEGRATED REPORT OF THE MVM GROUP

The economic chapter covers all companies included in full consolidation and
the economically significant companies in the reference year. Of the three
chapters, this is the subject that covers most companies. Of the members of the
MVM  Group, the environmental chapter relates primarily to the member
companies that have significant environmental impact. The relationship between
the company and its external and internal stakeholders is presented in the chapter
of the Integrated Report on Society, in which member companies with a larger
number of stakeholders, such as employees, which have over 10 employees, are
presented. The chapters contain an itemised list of the member companies
concerned. Due to the different delimitation, there may be numerical data and
information that have different numerical values in the different chapters.

INTEGRATED REPORT | 2018
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MVM Ltd.

Hungarian Gas Storage Ltd.
Hungarian Gas Trade Ltd.
MVMI Ltd.

MVM OVIT Ltd.

MVM Paks Nuclear Power Plant Ltd.
MAVIR Ltd.

ATOMIX Ltd.

MVM ERBE Ltd.

Vértes Power Plant Ltd.
MVM NET Ltd.

MVM NET Data Centre Ltd.

National Business Service Provider Ltd.

MVM MIFU Ltd.

MVM BSZK Ltd.

MVM Partner Ltd.

MVM GTER Ltd.

Raba Energy Supply Ltd.

MVM North Buda Power Plant Ltd.
MVM Oroszlany Power Plant
Development Ltd.

MVM Green Generation Ltd.
Romai Office Building Ltd.

MVM Future Energy Technology S.R.L.
MVM Partner Serbia d.o.0. Beograd
MVM Partner d.o.o.

MVM Energy Romania S.R.L.

HUPX Ltd.

CEEGEX Ltd.

HUDEX Energy Exchange Ltd.

ENERGO-MERKUR Ltd.

MVM HOTEL PANORAMA Ltd.

Niker d.o.o.

POWERFORUM Ltd.

KOM Central Smart Metering Ltd.

MFGK Austria GmbH

MFGK Slovakia s.r.o.

MVM Partner DOOEL Skopje

HSSC Service Centre Ltd.

Smart Future Lab Ltd.

MVM International AG

NRG Finance Ltd.

MVM Titanium Ltd.

NKM National Public Utilities Ltd.
NKM Optimum Ltd.
NKM Plus Ltd.
NKM Electricity Distribution Ltd.
NKM Electricity Network Ltd.
NKM Natural Gas Distribution Ltd.
NKM Natural Gas Network Ltd.
Flogiston Gas Meter Manufacturing,

Repairing, Calibrating and Trading Ltd.

NKM Mobility Ltd.

KAPOS CNG Ltd.

Zuglo-Therm Energy Supply Ltd.
NKM North-South Natural Gas
Network Ltd.

NKM Oroszlény Service Provider Ltd.
NKM Customer Relations Ltd.
GRAPE Solutions Hungary Ltd.

ABOUT THE INTEGRATED REPORT OF THE MVM GROUP
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NKM Plus Ltd.
NKM Electricity Distribution Ltd.
NKM Elecrticity Network Ltd.
NKM Natural Gas Distribution Ltd.
NKM Natural Gas Network Ltd.
Flogiston Gas Meter Manufacturing,
Repairing, Calibrating and
Trading Ltd.
NKM Mobility Ltd
KAPOS CNG Ltd.
Zuglo-Therm Energy Supply Ltd.
GRAPE Solutions Hungary Ltd.
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A more detailed presentation of the companies included in the Report is set out
on the MVM Member Companies’ own websites.

Operating environment

s at 31 December 2018, the MVM Group consisted of one parent company,

55 subsidiaries, two joint management companies, 10 associated companies
and 14 companies of other forms of participation, that is, 82 companies in total
(together with the companies belonging to the NKM Group). It was a significant
change worth mentioning in 2018 that MVM Ltd. acquired control rights in NKM
National Public Utilities Ltd., thus the company became a subsidiary of MVM Ltd.
Consequently, contrary to consolidation to the extent corresponding to the
previous ownership ratio, it is fully consolidated, including the companies under
the controlling interest of National Public Utilities Ltd.

The companies belonging to the MVM Group can be divided into two large groups
from the point of view of control:firstly, companies coordinated with ‘conventional’
corporate governance tools based on the extent of interest held and, secondly,
legal entities that operate as a Recognised Corporate Group considered to be
special. As of 1 June 2007, the holding led by MVM Ltd. has been operating as a
Recognised Corporate Group’in respect of certain companies. As a Recognised
Corporate Group, the companies of MVM Ltd. that are independent, that is, have a

5 According to Section 3:49(1) of Act V of 2013 on the Civil Code, a recognised corporate group means cooperation based
on a single business policy and defined in a domination agreement concluded by at least one dominant member
obliged to prepare a consolidated annual report and at least three members controlled by the dominant member.

INTRODUCTION OF THE MVM GROUP

parent company-subsidiary relationship but, in a business sense, are nevertheless
under joint control, can operate under a single business policy concept.

Economic, market and regulatory environment

he domestic GDP growth in 2018 is estimated to have reached 5.0%° year on

year, considered a historic record, which can be regarded as outstanding
even compared to the EU average of 1.9%. After a staggering performance in the
past 2 years, economic growth is expected to slow down in 2019, but a growth
rate still higher than that expected in the euro area can be forecast. In addition, at
the end of 2018, an increase in consumer prices, that is, a rising inflation path,
could be observed, reaching 2.8% at the end of the year, which could result in a
more stringent monetary policy in the near future.

In 2018, raw material prices continued to rise along the high volatility of the
market. The quoted price of petroleum widely fluctuated; after a Brent price level
above USD 85/barrel in October, the year ended with a level of around USD 60/
barrel. The benchmark quotes for natural gas on Europe’s most important gas
exchange, the Dutch TTF, showed a significant upward trend during the year
compared to last year, but the price level of the front annual product decreased
to around EUR 21/MWh by the end of the year. In 2018, the convergence of
European gas prices continued to become stronger, which will further strengthen
price competition in the European market.

6 Source: ksh.hu
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The development of the EUA (European CO, Emission Allowances) emission
quota product showed an outstanding picture; its price increased from around
EUR 5/tonne in January to nearly EUR 25/tonne by the end of 2018. This trend is
favourable from the point of view of the relative competitive position of the MVM
Group, which generates more than 90% of its electricity in a carbon neutral way.

The price of electricity increased all over Europe, including Hungary, in 2018. In
2018, the price of the day ahead baseload product on the HUPX was EUR 51/
MWh over the year on average, which means an about 2% increase year on year.
However, with regard to the HUPX forward prices in 2018, a big leap can be
observed: the forward electricity price increased from around EUR 46/MWh in
January by more than EUR 15/MWh by the end of the year. The growing
consumption demand is reflected by the fact that the gross system load level
calculated on the basis of quarterly values was surpassed several times in 2018,
with a peak of 6,884 MW. Partly due to this, similarly to the previous year, the signs
of the scarcity of resources were visible again in 2018, which could be mainly
observed in the increasingly frequent price spikes on the market.

The high price of coal and the rising CO, quota price brought the modern gas
power plants in a more favourable position in Europe, which was also supported
by growing natural gas source diversification. Significant projects are underway
for expanding the network infrastructure in terms of both gas and electricity
networks. Several development projects have been started or completed on the
Hungarian electricity network (e.g. two new Slovak-Hungarian interconnectors,
the Kecskemét substation and the Szabolcsbaka substation).

Act LXXXVI of 2007 on electricity, Act XL of 2008 on natural gas supply and their
implementation decrees, which fundamentally determine the operation of MVM
Ltd. and the MVM Group, were continually amended also in 2018, just like Act
CXVI of 1996 on nuclear energy or Act XVIII of 2005 on district heating supply.
Considered significant for the operation of the MVM Group, several changes were
carried out in domestic and European legislation in 2018.

INTRODUCTION OF THE MVM GROUP

Decree No 36/2018 of 21 December 2018 of the Minister for Innovation and
Technology amending certain ministerial decrees on energy amended Decree No
4/2011 of 31 January 2011 of the Minister for National Development on the pricing
of universal electricity supply. The amendment to Decree No 4/2011 completely
abolishes the regulation of the price under power purchase agreements in a
decree and approximates the price level for non-retail users of energy supply to
the market price level, while leaving the retail energy supplier's rates for end users
unchanged, that is, it provides for differentiated end-user price changes.

In respect of the National Energy Strategy, Government Resolution No 1274/2018
of 15 June 2018 on the update of the energy use forecasts of the National Energy
Strategy published the latest energy use forecasts of the National Energy Strategy.
In Government Resolution No 1772/2018 of 21 December 2018 on decisions pro-
viding grounds for the new National Energy Strategy, the Government called upon
the Ministry of Innovation and Technology to develop a new National Energy Strat-
egy by 1 September 2019 with the involvement of the Ministry Without Portfolio for
the Management of National Assets and the Ministry Without Portfolio for the De-
sign, Construction and Commissioning of the Two Units of the Paks Nuclear Power
Plant. As part of the measures to establish the National Energy Strategy, the Govern-
ment has identified specific tasks for the Ministry of Innovation and Technology.

A significant change has been brought about in the life of the MVM Group by
Decree No 3/2018 of 1 August 2018 of the Minister Without Portfolio for the
Management of National Assets amending Decree No 1/2018 of 25 June 2018 of
the Minister Without Portfolio for the Management of National Assets on the
appointment of persons exercising all ownership rights to be held and obligations
to be borne by the state over certain state-owned companies. Pursuant to the
amendment,instead of MNV Ltd., the Minister Without Portfolio for the Management
of National Assets exercises all ownership rights to be held and performs all
obligations to be borne by state over MVM Ltd. from T August 2018 to 31 December
2022.The tasks related to exercising the ownership rights of MVM Ltd. are performed
by the Public Utility Services Division of the Prime Minister's Government Office.
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The discussion of the ‘Clean energy for all Europeans’ legislation package
presented on 30 November 2016 was also on the agenda in the working groups
of the Council and the European Parliament committees in 2018, to which the
MVM Group was also continually forwarding its opinion. All elements of the
legislation package were agreed upon by the end of 2018. Of the eight pieces of
legislation, four were published in the Official Journal of the European Union in
2018 (Directive 2018/844 on the energy efficiency of buildings was promulgated
in June 2018 and Directive 2018/2001 on the use of energy from renewable
sources, Directive 2018/2002 on energy efficiency and Regulation 2018/1999 on
the Governance of the Energy Union were promulgated in December 2018). A
political agreement was reached between the Parliament and the Council on
electricity market legislation (Electricity Directive and Regulation, ACER Regulation
and Emergency Preparedness Regulation) at the end of 2018, so these pieces of
legislation are expected to be promulgated in the first half of 2019.

Activities

ased onits sales, the MVM Group is the third largest company group in Hungary,

and is a significant participant operating in an integrated way in the domestic
energy sector. Its medium-term strategic objective is to become a successful,
national, integrated company group in the energy industry, also a key playerin the
region, which supports the implementation of the National Energy Policy.

As one of the largest employer in the country, the MVM Group provides jobs to
11,888 people (2018 year-end headcount).

Through its member companies, the highly diversified activities of the MVM Group
cover the entire domestic energy system. It trades in electricity and natural gas and
also generates electricity, stores natural gas, performs the responsibilities of the
transmission system operator, provides telecommunications services and
participates in the electricity markets of the region as an investor and project owner.

INTRODUCTION OF THE MVM GROUP

Since 2017, NKM National Public Utilities Ltd. has been a member of the MVM
Group. It is responsible for ensuring the uniform, centralised management of the
national utility system, the development of public utility services and long-term
sustainable operation in the natural gas, electricity and district heating sectors. In
performing its tasks, it represents and enforces market operation and the non-profit
principle at the same time by the fact that its primary consideration in respect of
the goods produced is not to realise profits, but to spend them on the expansion
and development of services, bearing in mind the interests of consumers.

The wide product portfolio of the MVM Group enables sales and the provision of
services in foreign markets. The market presence of the MVM Group has not
changed significantly since 2017, so the MVM Group continues to be present in
the markets of Austria, Belgium, Bulgaria, the Czech Republic, France, Croatia,
Poland, Macedonia, Germany, Romania, Switzerland, Serbia, Slovakia, Slovenia,
the Netherlands, Sweden, Finland, Jordan and Russia.
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‘We are very pleased to report the results of the NKM Group merging into the
MVM Group and the most significant milestones in the past period. The NKM
Group has become part of an ecosystem that unites almost all energy market
players. Through organisational and operational integration, the entire
vertically-integrated sector comes under single management, allowing, as a
result, both commercial and operational overlaps to be eliminated and resources
to be optimised. Our distribution, retail and non-core competencies are now
strengthening the unified portfolio of activities. In our opinion, with this business
and structural integration, the Group will be able to meet the challenges posed
by the latest industry trends.

With all of our products, we place the customer at the centre, since in contrast to
the essentially passive role of consumers, customers have needs and options. We
organise our entire strategy around this pillar. Under this strategy we took a
number of measures in 2018 to improve our internal operation, to make use of
the opportunities provided by digitalisation within and outside the Group, to
develop our competitiveness and competencies (acquisitions in the areas of
DSO, IT and district heating) and to implement our asset strategy.

Our goal is that NKM, as the utility provider with the largest customer base in
Hungary, create even higher customer value offer with the convergence of the
MVM Group. Therefore, we continue to strive to improve our operations, to
enhance external and internal digitalisation, and to provide a new type of
customer experience. We work on creating utilities for the future, an integral part
of which is to move, in addition to our retail activity, towards the world beyond
the meter and to become a home provider that provides its customers with
digitalised, experience-based services. To this end, we constantly strive to deepen
ourunderstanding of our customers so that we are able to exploit our innovation
and business synergies at the highest possible level.’

Gdbor Hiezl
CEO, NKM Ltd.

INTRODUCTION OF THE MVM GROUP

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

The Brussels representative office of MVM Ltd. provides decisive advocacy presence
in Brussels directly through EU institutions and during its active engagement in
advocacy organisations. In addition, it has built 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
companiesand prominentstate-owned energy institutions,and the establishment
of relevant business relations.

In addition to the foreign representative offices of MVM Ltd., the MVM Group
appears on foreign markets through the activities of MVM Partner Ltd. and its
foreign branch offices (Czech Republic, Slovakia and Romania); MVM Partner Serbia
d.o.o. (Serbia), MVM Partner d.o.o. (Croatia)) MVM Partner DOOEL Skopje
(Macedonia), MVM OVIT Ltd., Hungarian Gas Trade Ltd., MFGK Austria GmbH, MFGK
Slovakia s.r.o, MVM Energy Romania S.RL. and MVM Future Energy Technology
SRL In addition, a Swiss-based company, MVM International AG, operates 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 electricity wholesale activity of MVM Partner Ltd. covered 14 countries in 2018,
and the company had membership in 10 energy exchanges. At present, the com-
pany conducts direct consumer sales only in Hungary, where it meets the needs of
consumers to a high standard with electricity, natural gas and other energy-relat-
ed services. Through its contractual generation portfolio, the Company is a major
wholesale partner of the universal service providers responsible for the supply of
electricity to the public and also plays a decisive role in the market for system-level
services facilitating the maintenance of balance in the electricity system.
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Figure 1: Trade partners of MVM Partner Ltd.
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Figure 2: The Hungarian electricity transmission network Szlovakia Rimavska Sobota (Rimaszombat) Ldt::f::
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COMPANIES WHICH BELONG TO THE RECOGNISED CORPORATE GROUP
CONTROLLED BY MVM LTD.

Dominant Member:
MVM Hungarian Electricity Private Limited Company (MVM Ltd.)

Controlled companies:
MVM Paks Nuclear Power Plant Private Limited Company
(MVM Paks Nuclear 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 Power Plant Ltd.)
MVM ERBE POWER Engineering and Consulting Private Limited Company
(MVM ERBE Ltd.)
MVMI Information Technologies Service Centre Private Limited Company
(MVMI 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.)
MVM Green Generation Limited Liability Company
(MVM Green Generation Ltd.)

7 Asat 31 December 2018

INTRODUCTION OF THE MVM GROUP

MVM NET Telecommunications Provider Private Limited Company

(MVM NET Ltd))

MVM HOTEL Panorama Limited Liability Company (MVM Hotel Panordma Ltd.)
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.)

Hungarian Gas Trade Private Limited Company (Hungarian Gas Trade Ltd.)
MVM Titanium Private Limited Company (MVM Titanium Ltd.)

Smart Future Lab Private Limited Company (Smart Future Lab Ltd.)

l * M ‘HGLPW'

INTEGRATED REPORT | 2018



B MVM-5

group

GOVERNANCE STRUCTURE

‘The Chief Legal and Integrated Corporate Governance Officer started working as a
new function on 1 October 2018. It was created by setting up organisational units
organised along the functions. One of the stated goals of the function is to
participate in the steps of reforming the group-level corporate governance system,
for which — with the support of the other main functions — the establishment of
stable, balanced and harmonious operation provides the MVM Group with
professional guidance by devising a uniform operational model in order to ensure
properly organised and coordinated teamwork. It is responsible for monitoring,
reviewing and developing the operation of an integrated corporate governance
system and for introducing a new management and requlatory system.

The goal of the MVM-NKM integration process, which is also supported by the Chief
Legal and Integrated Corporate Governance Officer, is to enable the MVM Group to
respondtothechallenges ofindustry trends through the business andorganisational
integration of NKM and to provide clean energy-based energy solutions as a home
provider meeting all demand. As a result of integration, assuming an important
role, the MVM Group appears in every element of the value chain.

The Chief Legal and Integrated Corporate Governance Officer carries out the
professional direction of the companies, exercises the powers set out in the group-
level requlatory documents and is responsible for process sponsorship tasks in the

Structure of the MVM Group

The legal framework for the relationship between MVM Ltd. and the companies is
determined by the memoranda of association of the companies and the domination
agreements concluded within the Recognised Corporate Group. The companies
are governed in accordance with the provisions of the articles of association of the
companies, the domination agreements concluded with the companies and other

INTRODUCTION OF THE MVM GROUP

legal, regulatory, quality, environmental, occupational safety and fire protection
fields, set out in the group-level requlatory documents. It provides legal professional
guidance and methodological support for the activities of the controlled companies
as well as Chief Legal Advisers, attorneys-at-law and other legal experts acting as
legal representatives of the companies operating under the ownership of MVM Ltd.
MVM Ltd. is committed to complying with the requlatory documents, and the Chief
Legal and Integrated Corporate Governance Officer feels it to be his fundamental
task to efficiently support business processes with professional thoroughness for
internal customer satisfaction.

MVM Ltd. has extended its Integrated Management System since 2018, so it now
meets both the energy efficiency and information security system standards. A new
programme has been developed along the HSE Policy to develop and verify the
occupational safety and fire protection processes and activities of the member
companies and to monitor performance more accurately. As a group committed
to sustainability, the MVM Group is doing a lot to realise carbon neutral energy
generation, and green energy from renewable energy sources is also given an
increasing role in its generation portfolio.”

Dr. Tamds Zoltdn Cseh
Chief Legal and Integrated Corporate Governance Officer, MVM Ltd.

group-levelregulatory documents. Two governance structures can be distinguished
within the governance system operated by MVM Ltd., which are applied together
and simultaneously in the operation of the companies belonging to the Recognised
Corporate Group. Based on the Shareholder’s interest held by MVM Ltd,, itis entitled
to act and make decisions in matters falling within the competence of the supreme
decision-making bodies of the companies. In this respect, the rules of competence
are laid down in the memoranda of association of the companies, on the basis of
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which, according to the provisions of law or the memorandum of association,
specific decisions are made within the competence of the supreme decision-
making body or the Management.

MVM Ltd. cooperates with the companies in its portfolio, in which it holds a
controlling interest under the Accounting Act and with which it entered into
domination agreements in the interest of cooperation under Sections 3:49 and
3:50 of the Civil Code, within a Recognised Corporate Group. From a management
point of view, the management of companies with which no domination
agreement was concluded, but the company may be instructed by its sole
member pursuant to Section 3:112(3) of the Civil Code is considered identical
with this. In the case of management based on the capacity of MVM Ltd. as
dominant member, MVM Ltd,, as dominant member, is entitled, as stipulated in
the domination agreements, to withdraw, on the basis of its right to withdraw
competence, any competence of the Management of the controlled companies
(except for the activities of the controlled companies set out in their licences held
under the law) permanently or, in specific cases, on a case-by-case basis
unilaterally, in a written decision, with immediate effect. Within its above powers,
the dominant member is entitled to issue ‘group level regulations’. In exercising
its right through a domination relationship, the dominant member is entitled to
act under the group-level regulations in the subjects specified to fall within its
competence. As stipulated in the group-level regulations, the Board of Directors,
Chief Executive Officer, Deputy Chief Executive Officer, Director or Head of
Department of the dominant member are entitled to exercise rights based on the
domination relationship on behalf of the dominant member.

OPERATION OF BUSINESS UNITS
As a dominant member, MVM Ltd. exercises strategic and financial control at the

level of the MVM Group. The most important activities are controlled and
coordinated by the dominant member in business units.

INTRODUCTION OF THE MVM GROUP

The business units are composed of the competent function of the dominant
member and the companies it controls. In order to implement integrated
operation, the individual business unit managers not only oversee, but also direct
the companies that perform the functions belonging to the business unit in
terms of technical issues.

Business unit-based operations enable the more efficient development of value-
creatingactivities and faster central decision-making while preserving professional
competence.

CENTRALISED FUNCTIONAL UNITS

The Integrated Operational Model encompasses the complete or partial
centralisation of functional areas that support key processes, which enables
companies to focus on their main activities, while taking advantage of economies
of scale. Accordingly, the support functions are provided by the dominant
member or a service provider company specialising in that area.

Decisions that fundamentally determine the operation of the functional areas are
made by the CEO of MVM Ltd. or by the head of the function (Chief Officer/Director/
Head of Department) directing the designated functional area. The management
of the functional area exercises control primarily through the development of
central regulations, the identification and provision of management support tools,
medium-term and annual planning and the operation of controlling functions.

Certain service functions of the MVM Group are provided by assigning them to
specialised companies.

In order for the companies of the MVM Group to be able to concentrate on their

value-creating activities, support functions appearing at all companies are
provided at service centres. The benefits of this are:
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cost reduction due to economies of scale;
exploitation of synergies;

professional centre,

transparency and comparability.

With respect to the services provided to the companies of the MVM Group, the
service centre acts in accordance with the group-level regulations, as in force,
and performs its service activities in accordance with the principles of group-level
management.

MANAGEMENT PRINCIPLES

The role of MVM Ltd. as holding centre is to manage the MVM Group along the
group strategy, through the coordination of cooperation between the companies
and the provision of a common operational framework. Management follows the
following six principles, which together create a framework required for the
efficient operation of the Group:

Group-level strategic initiatives are identified on the basis of a single, central
group strategy, and then the medium-term business plans are broken down on
the basis of these. The MVM Group aims to exploit the efficiency and extra group-
level value-added synergies of value-added synergies in cooperation between
the companies.

The companies of the MVM Group have different roles in the strategy with their
different activities, but emphasis is laid on cooperation between the business
units to achieve group-level goals. MVM Ltd. is responsible for ensuring
cooperation and a balance of power within the MVM Group.

INTRODUCTION OF THE MVM GROUP

Corporate roles and responsibilities are clearly separated along the strategic
goals, based on which predictable expectations and criteria are identified:
companies prepare their annual business plans based on medium-term business
plans and initiatives, which are evaluated, coordinated and approved by the
functions of MVM Ltd. during plan consultations.

MVM Ltd. decides on group-level strategic and high-priority issues; other decisions
on operations are made at the company level. As holding centre, MVM Ltd.
provides platforms for holding technical debates and expressing conflicts of
interest.

Performance responsibility for operations primarily arises at company level,
subject to the obligation to cooperate with the management areas of MVM Ltd.
At group level, the companies are managed and overseen by business unit.

The MVM Group has a regulatory system based on coordinated, strategic
management, which has the highly important characteristics, besides maintaining
the recognised corporate group framework, of ensuring simple, transparent
processes, reducing bureaucracy and administrative burdens, and adapting
regulations to operational practice.

OPERATING PRINCIPLES

The integrated corporate governance model is implemented and the operational
participation of the dominant member in the decision-making process is ensured,
also subject to the shareholding structure of the companies belonging to the
MVM Group, within the framework of the domination relationship. From a
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management point of view, the means provided by the domination relationship
to the dominant member may also be applied to companies that are 100%
owned by the dominant member and with which no domination agreement has
been concluded. The cooperation between the dominant member and the
companies are laid down by group-level regulations, while the rules of
competence within the companies are set out in corporate regulatory documents.

Group-level regulatory documents regulate the clear delimitation of the tasks,
responsibilities and decision-making points based on the domination relationship
between the dominant member and the companies and the information flow
between them. The purpose of their application is to ensure the uniform
operation of the MVM Group and to take advantage of the uniform flow of
information gained through the resulting benefits, e.g. transparent operation,
clear responsibilities and competence, and the use of central templates.

The organisational structure and internal operating bases of the individual
companies are laid down in group-level regulatory documents and in corporate
organisational and operational rules prepared in accordance with the legal
framework defining the operation of the MVM Group and the company. In
addition, the companies issue, within their own competence, company-level
regulatory documents adapted to the group-level regulatory system and
hierarchy to regulate their internal operational processes and to delineate duties
and responsibilities within companies, whether they are adapted from group-
level documents or supplemented with respect to areas not covered by such
documents.

REGULATORY HIERARCHY
The regulatory hierarchy has multiple levels. Regulation is performed from a

higher level of hierarchy to lower levels, so the company-level documents must
be drawn up in accordance with the regulations starting from the dominant

INTRODUCTION OF THE MVM GROUP

member. Regulations at a lower level of hierarchy may not be contrary to higher
level regulations. In the areas not covered by group-level regulations, companies
may draw up their own regulations. Group-level regulations apply to companies
that are subject to them without the need to enter them in force by each
company. The hierarchy of group-level regulation has four levels:

Regulation level |

Mission: A brief statement that contains the scope of operation, long-term
goals and main directions of the operation of the MVM Group and defines its
core values.

Strategy: A document setting out the vision and objectives of the MVM Group
and specifying the role of the companies to be played in the MVM Group and
the method of achieving strategic goals and their high-priority tasks and means.
Group-level Organisational and Operational Rules: Group-level rules specifying
the core operating rules of the MVM Group and the principles of the
management system, which is at the highest level of the regulatory hierarchy
of the Group, an inseparable annex to which is the List of Single Decision-
making Powers. The Board of Directors of MVM Ltd. is entitled to approve it.

Regulation level Il
Group-level rules: A document approved by the Board of Directors of MVM Ltd.
in order to ensure coordinated and uniform group-level actions and control,
which specifies the operation of the functions as a mandatory uniform
regulatory framework along the main processes determining the operation of
the MVM Group, which is sometimes accompanied by a List of Decision-making
Competence.

Regulation level Ill
Group-level process instructions: A group-level regulatory document that lays
down the successive activities and steps of the operational processes defined
in the group-level rules approved by the CEO of MVM Ltd. as mandatory and
describes them with a process model in order to ensure a coordinated and
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uniform group-level action and management. It regulates the relationship
between the companies and the dominant member and the obligations of the
companies towards the dominant member. Accordingly, it clearly identifies the
delimitation of duties and responsibilities between the dominant member and
the companies.

Group-level decisions: A group-level regulatory document issued by the Board
of Directors of MVM Ltd. or the CEO of MVM Ltd. on a case-by-case basis, with a
predefined term, in specific cases that are not part of the processes specified in
group-level rules and group-level process instructions.

Regulation level IV
Documents of member companies: Binding documents regulating the
functional areas required for the operation of member companies.

— Organisational and Operational Rules: A document describing the
organisational and operational characteristics of the companies belonging
to the MVM Group. Its goals are to lay down the organisational structure
for implementing the strategy, to define the main tasks of the individual
organisational units and to lay the foundations for internal operation.

— Internal Rules: A text document serving as the descriptive regulation of
areas not covered by the group-level rules or areas delegated by the
group-level rules to the competence of companies or areas that cannot be
subjected to high-level, comprehensive or process-based regulation.

— Process Instruction: An internal regulatory document of the companies,
which lays down the successive activities and steps of a specific operating
process in a process model and includes a clear division of responsibilities
and competence between the organisational units of the company.

- Work Instruction: Work instructions are the next level of internal corporate
governance hierarchy, which are, wherever possible, process-based
instructions for the detailed regulation of daily operational work.

The documentation system of the members of the MVM Group is determined by
the rules of the MSZ EN 1SO 9001:2015 standard and the standards and legislation

INTRODUCTION OF THE MVM GROUP

applicable to them. The group-level rules are approved by the Board of Directors of
MVM Ltd. The requirements of these documents and other group-level regulatory
documents are incorporated into the companies’ own documentation system.

Responsible corporate governance system

he 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.

SUPREME DECISION-MAKING BODY

The Sole Shareholder of MVM Ltd. has been the Hungarian State since 23 November
2015.The Minister Without Portfolio for the Management of National Assets exercises
all ownership righ, ts and performs all obligations over the shares as of 1 August
2018 after a change in the entity exercising on ownership rights in 2018. There is no
Shareholders’ Meeting 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 and notifies
the Chairman of the Board of Directors and the CEO of the company within 15 days
of the adoption of resolutions in writing. The decisions become effective upon
notification to the Chairman of the Board of Directors and the CEO of the company.
The issues falling within the exclusive competence of the Sole Shareholder are laid
down in the Civil Code and the Articles of Association of MVM Ltd. In addition to the
exclusive competencies established by law, the Articles of Association also establish
a number of other exclusive competencies 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 relating to the operation of the
MVM Group as a Recognised Corporate Group are also given a role.
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SUPERVISORY BOARD

The Supervisory Board is responsible for overseeing the Management on behalf
of the Sole Shareholder in order to protect the interests of the company. The
Supervisory Board consists of minimum three and maximum six members. Its
Chairand members are elected by the Sole Shareholder. The Supervisory Board is
obliged to examine every proposal falling within the Sole Shareholder’s exclusive
decision-making competence. In this connection, the Supervisory Board is
obliged to put its opinion before the Sole Shareholder. The Supervisory Board of
MVM Ltd. had five members at the end of 2018:

¢ Chair: Dr Miklos Virag
© Members: Dr Tamas Janos Benkd, Dr Mirtill Lenkei,
(Mrs) FUrchtné, Karolina Bodrogi, and Péter Bilinszky

PERMANENT AUDITOR

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 s first of all required to establish whether the statutory
report and accounts of the company comply with 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.

BOARD OF DIRECTORS

The Board of Directors is the management body of the company, which consists
of at least three and no more than seven members. The fulfilment of their position
is subject to compliance with the legal rules applicable to such persons and the
conflict-of-interest rules set by the Civil Code and the Articles of Association. Its

INTRODUCTION OF THE MVM GROUP

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 matters referred to its exclusive competence by the Civil
Code and the Articles of Association of MVM Ltd. The latter powers, similarly to
the exclusive decision-making powers of the Sole Shareholder, 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 Board of Directors of MVM Ltd. had seven members at the end of 2018:

o Chair: Gyorgy Kobor
© Members: Dr Tamas Zoltan Cseh, Dr Dénes Galambos, Géza Pekarik,
Andrea Beatrix Kadar, Dr Erné Muranyi and Rita Indami-Bolgar
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The Board of Directors held meetings 13 times and adopted 28 resolutions in
writing in the reference period. The Board of Directors passed 245 resolutions in
the 2018 business year. The resolutions of the Board of Directors can be included
in the following groups by subject:

resolutions of a procedural nature (e.g. approval of minutes, adding items to
the agenda);
resolutions on the merits relating to the agenda items of meetings, including:
- subjects that require the Sole Shareholder’s approval;
- resolutions relating to the exercise of the Shareholder or Owner’s rights
over the subsidiaries belonging to the MVM Group;
— decisions on the management and management structure of MVM Ltd.
and the MVM Group;
- resolutions on the performance of the control tasks over MVM Ltd. and the
MVM Group and those adopted to ensure more efficient operation;
— resolutions adopted on other subjects (organisational issues, right to sign
for the company, evaluation of the Board of Directors’ own activities, etc.).

The Board of Directors provided written information to the Supervisory Board about
management and the pecuniary situation and Business Policy of the company.

THE CEO

The CEQ is the Chief Executive of MVM Ltd., who, within the scope set out in the
internal regulations of the company, isin 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.

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.

INTRODUCTION OF THE MVM GROUP

If the Sole Shareholder also elects the CEO of the company Chair of the Board of
Directors, he or she is entitled to use the title of Chair and CEO. CEO at the end of
2018: Gyorgy Kébor

The economic management of MVM Ltd. is carried out by the Chief Business
Officer, while the HSEQ Director and his or her organisational unit are responsible
for environmental topics under the oversight of the Chief Legal and Integrated
Corporate Governance Officer, and the Director of Communications and the
Chief Human Resources Officer are responsible for topics related to society. The
above-mentioned responsible executives perform their duties in accordance
with the provisions of the Organisational and Operational Rules. The subjects are
reviewed annually, in the reporting period, when the Report is prepared.

The Chief Business Officer plans and directs, through his organisation, the business
operations of the MVM Group in accordance with the Shareholder's requirements
and ensures the operation and development of the economic and settlement
processes of the Group in accordance with the relevant legislation. In 2018, the
Chief Business Officer performed the professional management of companies
and internal service providers in the fields of liquidity management; financing;
tender and application management; accounting; taxation; partner and financial
risk management; and concern, business and service controlling as defined in the
group-level regulatory documents. He exercised the powers contained in the
group-level requlatory documents and performed the process sponsorship tasks
with regard to process regulations belonging to the function. 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 MVM Group. The HSEQ Director directs, under the
supervision of the Chief Legal and Integrated Corporate Governance Officer, the
fulfilment of the environmental responsibilities and obligations of MVM Ltd.
arising from legislation and ensures that the environmental considerations are
applied as expected in the contracts of MVM Ltd. He or she is responsible for
preparing an annually published Integrated Report.
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The Chief Human Resources Officer liaises with the social partners, in particular,
with the trade unions and works councils of the MVM Group, and represents the
Group in collective bargaining, industrial agreement and wage negotiations.
Among the responsibilities of the Chief Human Resources Officer, the operation
of the systems included in the Code of Ethics of the MVM Group and the Group-
level Ethics Committee are to be pointed out specifically. In co-operation with the
Director of Communication, the Chief Human Resources Officer is responsible for
performing the HR-related tasks of internal communication.

The Director of Communication directs and oversees the implementation of
decisions relating to corporate social responsibility activities, which fall within the
control of MVM Ltd. and the MVM Group, and group-level decisions.

Conflicts of interest

n order to avoid conflicts of interest, the MVM Group applies the provisions of
Act V of 2013 on the Civil Code. At group level, the Code of Ethics, the Collective
Agreement and the group-level rules regulating procurement activities contain
provisions for employees. With respect to the individual companies, company
collective agreements and internal regulatory documents lay down regulations
for conflicts of interest in addition to the memoranda of association, in accordance
with the rules applied at group level.

Signing for the company

he 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.

INTRODUCTION OF THE MVM GROUP

Values

he MVM Group pays special attention to the legislative, 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 good reputation are its staff's knowledge, experience, talent,
outstanding performance and commitment to the Group, and the application of
the values which the MVM 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.

CODE OF ETHICS

Serving the public, including the work performed at companies 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 public servants. The
Code of Ethics of the MVM 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 MVM Group has had a Code of Ethics
since 2012. The Code adopted and put into force by the Board of Directors of
MVM Ltd. regulates in detail the handling of recommendations for unethical or
statutory operation affecting organisational integrity.

Having drawn up a Code of Ethics, the MVM Group also expresses that it considers
all moral values and principles that contribute to strengthening and improving
the quality of human relations, professional work according to best knowledge,
the achievement of common goals, and the protection and increase of its own
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traditions and good reputation and its professional and institutional integrity to
be its own and recommends them to be followed as the norm.

The Code of Ethics aims 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.

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, to the subsidiaries of
the MVM Group, which do not belong to the recognised group of companies, but
operate with the single participation of MVM Ltd.; and to the one-man subsidiaries
of the controlled companies. The MVM Group considers compliance with the
provisions of the Ethical Code binding on all natural persons and legal entities in
contractual relationship with it.

INTRODUCTION OF THE MVM GROUP

In 2018, one of the last elements of the consolidation of group-level regulation,
the Code of Ethics of the MVM Group was integrated, after its amendment, into
the Group-level Organisational and Operational Rules.

The main purpose of the change 2018 was to rethink the existing system of
requirements and ethical procedures, making it more viable, taking into account
the example of large Hungarian-based companies (MOL, MAV and OTP), while
maintaining the standards previously set by MNV Ltd. The Code of Ethics now
incorporates rules for regular training, the back-testing of ethical matters and the
follow-up relating to them.

ETHICAL NORMS

The Code of Ethics of the MVM Group lays down rules, principles and values of
conduct which promote the credible and responsible operation of the MVM
Group; which, as a general point of reference, represent requirements beyond

'_ .
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legal norms; and compliance with which is expected of all staff members. In order
for the MVM Group to be able to meet the requirements set for itself, it recognises
the importance of its staff, society and the environment, and considers it
important to represent the core values, namely, reliability, authenticity, security,
stability, value creation, openness, mutual respect, corporate social responsibility,
integrity, creativity, endurance, team spirit and anti-corruption.

The Code of Ethics describes the ethical norms followed by the MVM Group in
the areas of 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.

During their work, the staff must act in accordance with their best professional
knowledge, taking the values and interests of MVM Group into account. The Code
deals with the norms of conduct expected of the staff in a separate chapter
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 sales. 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 alsolays down the occupational ethics requirements
derived from ethical requirements for public servants.

MASTERING ETHICAL SKILLS

All employees of the Recognised Corporate Group are obliged under labour law
to comply with the provisions of the Code of Ethics as group-level rules. The MVM
Group seeks to transfer knowledge to and to make familiar its employees with
ethical compliance in the form of both oral and electronic training.

INTRODUCTION OF THE MVM GROUP

New hires receive information about the provisions of the Code of Ethics in
introductory training. The understanding and learning of the Code of Ethics are
assisted by the e-learning curriculum and test entitled ‘The Code of Ethics of the
MVM Group’, which is available to the companies and employees of the MVM
Group through the SAP Study Portal.

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
whistleblowing related to ethics as well as the possible ways of whistleblowing,
with direct electronic filing, are available.

ETHICS COMMITTEE

During its operation, the MVM Group acts not only in accordance with the anti-
corruption legislation in force, but also on the basis of the provisions of its own
Code of Ethics established in 2012, which regulates, among other things, the
behavioural and ethical norms expected of employees as well as the mechanism
for handling unethical or unlawful matters affecting organisational integrity in
detail.

The MVM Group established the Ethics Committee 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 primary activities of the Ethics Committee are to assess the ethical complaints
submitted to it in order to achieve the goals set out in the Code of Ethics; to issue
a position statement on whether the person concerned has violated the provisions
of the Code of Ethics in a given case; to take positions in principle; in matters in
dispute, to interpret the Code of Ethics and, if necessary, to make proposals for its
amendment. The Ethics Committee proceeds impartially, in the spirit of the Code
of Ethics, with the greatest amount of care that may be expected of it, and takes its
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position after thoroughly exploring the circumstances of the given case,
consistently with its opinions formed previously. A high-priority task of the Ethics
Committee is to investigate whistleblowing notifications. The administrative
management of such notifications is performed by the Group Ethics Officer, with
special attention to the management of confidential data. The rules of procedure
of the Committee are set out in the appendix to the Code of Ethics.

WHISTLEBLOWING

The employees and business partners of the MVM Group and third parties may
indicate, by name or anonymously, on a dedicated whistleblowing hotline, by
post or in person if they become aware of an act that presumably violates a
provision of the Code of Ethics. In all cases, the notices are received by the Group
Ethics Officer.

INTRODUCTION OF THE MVM GROUP

If an employee needed ethical advice or someone had any questions about the
interpretation of ethical requirements, they can inquire through the same
channels from the Group Ethics Officer.

The central whistleblowing hotline operates under Hungarian legislation
applicable to the protection of whistleblowers. The details of the whistleblowing
staff member and the staff members concerned must be treated confidentially,
and no employee in the MVM Group may be prejudiced or discriminated against
in any other way as a result of providing such information in good faith.

Policies and rules
ANTI-CORRUPTION POLICY

he MVM Group seeks to develop 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 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 MVM Group seeks to transfer knowledge about corruption phenomena in
the form of both oral and electronic training and to make familiar its employees
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with the forms of fight against it. To this end, among other things, all new hires
have to complete an electronic-based security awareness course, which includes
human and information security skills and one of the modules of which deals
only with the phenomenon of corruption.

The staff are obliged to report in writing to the executive exercising the employer
rights if they or their close relative (Section 8:1(1)(1) of the Civil Code) are, or wish
to become in the future, a member bearing unlimited liability, a majority or
controlling owner/shareholder or senior officer, or a staff member, agent,
subcontractor or consultant involved in performance of a company 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 company 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.

Another anti-corruption step is the security screening of prospective employees
applying for a position. A security interview, references, and finding and checking
any past negative events also form part of the process.

In 2018, internal investigations have been ongoing on suspicion of violating
internal norms and rules at MVM Ltd. and its member companies. However, no
corruption offences were committed and no formal proceedings were instituted
on suspicion of committing corruption acts.

INTRODUCTION OF THE MVM GROUP

PREVENTION OF ANTI-COMPETITIVE BEHAVIOUR

The MVM Group supports fair and open competition in all markets, both in
Hungary and abroad. It performs its activities in compliance with the standards of
fair competition and observes the rules of competition law in force. It obtains the
data and information used for competitor analyses and market forecasts only
lawfully and in a fair way, using published analyses.

The MVM Group is represented in professional and industry associations,
organisations and cooperation, and is actively involved in their operation, bearing
in mind, at the same time, the representation of the interests of the Group. The
employees representing it perform their activities on the basis of a prior
authorisation from the Management.

The MVM Group expects all of its employees to engage in lawful conduct, to
comply with the provisions of legislation and group-level and internal regulatory
documents, and to perform their activities in accordance with the interests and
ethical norms of the MVM Group and holds them accountable for the same.

In order to have transparency and integrity in its procedures in wholesale energy
markets, the Organisational and Operational Rules of the MVM Group established
a REMIT Committee. The requirements for conduct supporting individual
competition are set out in detail in the Code of Ethics of the Group.

The specific mechanism for the efficiency of the approach is that business gifts and
favours may be accepted from business partners to a value of maximum HUF 30,000
per year, with the proviso that the gift has to be recorded in the register of gifts of the
Code of Ethics and it is always the immediate manager who decides on the ethically
appropriate action (e.g. refusal of the gift, offering it for some purpose). Furthermore,
any business relations planned with competitors, customers or suppliers in
connection with which there is reason to suspect a conflict of interest require written
prior authorisation from the officer who exercises the employer's rights.
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ENVIRONMENTAL POLICY

MVM Group lays great emphasis on the protection of the environment. In its
Environmental Policy, among other things, it undertakes to:

support the achievement of the National Climate Policy Goals set out in
accordance with EU requirements and the implementation of the National
Energy Strategy during electricity and heat generation;

continuously comply with the (domestic and EU) legislation and standards, the
orders of the authorities and its internal regulations applicable to its activities,
and also expects its partners to do so;

set an example, as a key player in Hungary's energy industry, to its partners and
other market players in the areas of environmental protection forming part of
its activities;

continuously monitor the environmental impact of its activities, to take part in
devising the ‘best available technology’, and through its application, to seek to
prevent adverse impact and to reduce risks to an acceptable level;

explore, regulate and continuously monitor the critical activities, which have or
may have significant actual or potential impact on the environment;

aim at energy conservation and the rationalisation of the use of natural resources
by continuously checking and improving its environmental performance;

act with the utmost care for restoring abandoned sites and making the areas
suitable for reuse;

regularly inform, with its report presenting its annual sustainability performance,
its stakeholders about the environmental impact of its activities and its
achievements;

continuously develop its staff's professional skills and to ensure the
enhancement of their commitment to environmental protection and
environmental awareness;

engage in continuous dialogue with stakeholders and to cooperate with public
authorities and all authorities in order to prevent and clean up environmental
pollution, and to prevent and eliminate emergencies;

INTRODUCTION OF THE MVM GROUP

take part in social initiatives for environmental protection/sustainability;
support the introduction and development of an environmental management
system at its companies.

The group-level policy applies to all members of the Group. The MVM Group
regularly reviews compliance with the Environmental Policy.

ENVIRONMENTAL COMPLIANCE

The MVM Group operated its facilities in compliance with the requirements set
forth in the operating instructions, the technical documentation, and the relevant
laws, licences and permits. The pollutant emissions of the facilities complied with
the regulations and did not exceed the loads of normal operation to the
environment.

The leaders of the member companies of the MVM Group are committed to
continuously maintaining compliance in relation to environmental protection
and consider it important to retain a positive experience and image of the MVM
Group and its members. The management approach is assessed on the basis of
the success of the specific projects and the related economic and technological
calculations.

In the MVM Group, 16 companies operate Environmental Management Systems
(EMS) in accordance with Hungarian Standard MSZ EN ISO 14001, which they
continuously develop. The Managements of the companies are responsible for
the effectiveness of the Environmental Management System. One of the
fundamental characteristics of the Environmental Management System is the
continuous development of the environmental protection activities. Continuous
development can be achieved by achieving environmental goals and by generally
developing the EMS or any of its components. The following companies operates
the EMS:
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MVM Paks Nuclear
Power Plant Ltd.

Vértes Power

MVM Ltd. Plant Ltd.

MAVIR Ltd.

Hungarian
Gas Storage Ltd.

MVM OVIT Ltd. MVM ERBE Ltd. ATOMIX Ltd.

Raba Energy
Supply Ltd.

NKM Oroszlany Service

MVMI Ltd. MVM GTER Ltd.

Provider Ltd.

NKM North-South
Natural Gas
Network Ltd.

NKM Natural Gas
Network Ltd.

NKM Electricity
Network Ltd.

NKM Electricity
Distribution Ltd.

The commitment of the MVM Group to environmental compliance and the result
of the attitude of the Management are demonstrated by that fact that no case
occurred in 2018 where the environmental laws and regulations were violated.

The MVM Group lays great emphasis on social, environmental and legal
compliance, according to which, in the areas under its ownership, contributes to
improving the state of our environment by performing, e.g. remediation, taking
the precautionary principle into account.

MVM Ltd. carried out remediation tasks in 2017 in connection with the pollution
from historical activities 40 to 50 years ago, found in 2016 on the site of its Lérinci
Power Plant, and had the polluted soil and engineering structures removed from
the site for disposal. In 2018, it submitted the final remediation documentation,
which the Authority accepted and prescribed, in the same decision, the
establishment and operation of a groundwater monitoring well network for
verifying compliance with remediation target limit D (TPH (total mineral
hydrocarbon) for compounds, naphthalenes and total PAH (polycyclic aromatic
hydrocarbons)) in the previously polluted area. The groundwater monitoring
network was completed with two pairs of wells in 2018 and was issued the

INTRODUCTION OF THE MVM GROUP

necessary water licences required for their operation. In the first year, during
groundwater sampling, the limits were not exceeded for the components tested.
The groundwater monitoring period is expected to last until the end of 2022.

On the basis of the degradation test of the samples taken from the area affected
by pollution, it could be established that the pollution found had come from the
activities of the previous owner of the area 40 to 50 years previously, thus the
pollution could not be associated with the activities currently performed on the
site. The companies of the NKM Group distributing natural gas, electricity and
district heating pay special attention to ensuring environmental compliance. In
2018, there were no cases of violation of environmental legislation and regulations.

On the sites owned by the companies belonging to the NKM Group, it contributes
to the improvement of the state of our environment by performing remediation,
taking precautionary principle into consideration. NKM Electricity Distribution Ltd.
performed technical intervention on the site of the former gas factory and power
plant in Szeged, and submitted the final remediation monitoring documentation
in 2018. The authority accepted the documentation and required that post-
remediation monitoring should be performed. Based on the authority'srequirement,
the condition of the soil and groundwater in the area is currently being monitored.

NKM Natural Gas Distribution Ltd. performs remediation on sites in South Pest
(Koppany utca and Gubacsi utca) and at the former Obuda Gas Factory. Sites in
South Pest are located in the southern part of the 9th District of Budapest, on the
south side of the Ferencvéros railway line, in the area between Kilsé-Mester Ut
and Gubacsi Ut. There are a railway station, the property of a former pig
slaughterhouse and a Tesco shopping centre in their vicinity. Gas Factory No |
used to operate on the west side of the area, beyond Gubacsi Ut. Ferencvéaros Gas
Factory No Il used to operate on the plot between 1899 and 1923, with its
buildings still standing in 1927. The technical intervention was completed on the
Koppény utca Site, and the final technical intervention documentation and
remediation monitoring plan were accepted by the environmental authority in
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2018.Based on the orders of the authority, groundwater monitoring is carried out
on the site as part of post-remediation monitoring. In 2016, soil and groundwater
pollution was assessed on the Gubacsi Ut Site as part of voluntary fact-finding, the
final documentation of which was accepted by the Authority. At present, the
groundwater is monitored on the site as part of post-remediation monitoring.

The pollution known on the site of the former Obuda Gas Factory is due to the
production of city gas from 1913 to 1987. During the surveys, pollution from city
gas production, coal coking and coal tar processing was identified. As partial
mitigation activities, the foundations left behind after the dismantling of the gas
tanks and the hazardous materials stored in them (gas mass, and soil and
groundwater polluted with gas mass), as well as the extraction, transport out of
site and disposal of the hazardous waste discovered in the basement block of the
Dry Cleaning Building have already been carried out. NKM Natural Gas Distribution
Ltd. and its legal predecessor have been treating the decontamination of the site
as a high-priority project since 2011 and do their utmost to be able to complete
the complex technical intervention constituting the most significant, final
element of the remediation process as soon as possible.

RISK MANAGEMENT POLICY

As a nationally owned Group, following the principle of prudent operation, the
MVM Group essentially seeks to take low risk; however, it faces new situations in
connection with its strategic objectives where other, previously unknown risks
may also appear. Therefore, the Management of the MVM Group pays special
attention to identifying the risks incurred and to managing them systematically.

The purpose of risk management is to support the long-term successful operation
of the MVM Group by exploring the risks and identifying appropriate responses. It
cannot be a goal to completely eliminate all risks, as they are a natural concomitant
of the course of business; the goal is much rather to create a working environment
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where the expected risks do not jeopardise the implementation of the strategy
and the achievement of the business goals of the MVM Group. Risk management
instruments of the MVM Group focus on the correct balance between risks and
opportunities and the application of treatment methods proportionate to the
nature and extent of risks. The successful management of risks is highly important
for the growth and success of the Group, and it also contributes to maintaining
the good reputation of the MVM Group.

Major risks affecting the Group

During its risk management activities, the MVM Group pays special attention to
the following topics:

the risks of controlled operation,

changes in market and customer demand and adaptation the them,
financial risks,

corporate management risks,

information security,

human resources risks,

technical risks,

HSE (health, safety and environment).

Management of strategic level risks

The MVM Group pays special attention to the identification, analysis and back-
testing of strategic level risks. The Integrated Risk Management (ERM) function of
MVM Ltd. assesses strategic level risks by interviewing executives. The risk
management report prepared for the senior management of MVM Ltd. ensures
the supervision of the most significant risks and the existence and regular
monitoring of up-to-date risk mitigation measures.
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Management of financial and partner risks

In connection with its activities, the MVM Group faces a number of financial risks
(interest rate, foreign exchange, bulk commodity and party risks), which may
affect the performance and profitability of the Group.

In accordance with the Risk Management Policy, the Risk Management
Department of MVM Ltd. is responsible, in cooperation with the companies, for
identifying the principles and methodological approaches at the MVM Group
level of the financial risk management and partner risk management framework
system and for defining the responsibilities and competence of the individual
players at the MVM Group and corporate level.

Each company identifies the risks arising during its activities. MVM Ltd. aggregates
the identified and quantified risk exposures at the group level and presents them
to its Management. The risks to be identified are classified into the following
categories according to their main characteristics:

° Interest rate risk: The interest rate risks of the MVM Group typically arise in
connection with the management of its external debts.

 Foreign exchange risk: The foreign exchange risks of the MVM Group typically
arise in connection with transactions in a currency other than HUF.

Cﬁ INTRODUCTION OF THE MVM GROUP

* Bulk commodity risk: The bulk commodity risks of the MVM Group typically
arise in connection with electricity, natural gas, oil products, CO, quota and coal
trading activities.

 Partner risk: The partner risks of the MVM Group typically arise in connection
with its activities performed with its business (e.g. commercial, banking,
insurance, project and other) partners.

Activities related to risks and opportunities

MVM Ltd. pays particular attention to risk identification and management, during
which it reviews the external and internal environment of and changes in the
organisation as well as the expectations and requirements of stakeholders.

Several functions of the company deal with risks and their management. The risk
management function monitors the financial risks and takes partner risks into
account on both the buyer and supplier's side in the contracting process. The
executives responsible for the processes review the risks in business processes
and incorporate management controls into their regulations with the
methodological assistance of the ERM and the quality and process management
functions. MVM Ltd. keeps a record of and continuously reviews the risks identified
in connection with the purpose of the regulatory documents affecting its areas of
operation and the controls assigned to their management.
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OPERATIONS

In the chapter presenting the business operations of the MVM Group, the
economic data of the National Public Utilities are stated at 50% in the period until
371 July 2018, and at 100% from 1 August 2018 (a joint management company
until T August, then a subsidiary).

Monitoring of Sustainable Development Goals (SDGs)

ustainable economic development is important for the MVM Group not only

in order to comply with the international requirements. Its principles, reflected
in the Sustainable Development Goals (SDGs) set by the United Nations, serve
also as a basis for a number of strategic objectives of the Group in order to
establish a future- and customer-oriented Group. The developments and
operational measures in 2018 confirm that the MVM Group considers sustainable
business operations important not only at strategic level, but it can successfully
implement them in practice as well. Through its main activity other than trade,
that is, energy generation, the MVM Group significantly contributes to affordable
and sustainable energy in Hungary (SDG 7), because it is continuously expanding
the portfolio of the energy generation units that serve this purpose. Developments
in 2017 include increasing solar power plant capacities, which keep increasing
year by year, and the installed capacity of the Paks Nuclear Power Plant.

Under SDG 7, sustainable energy generation, increasing energy efficiency and re-
ducing pollutant emissions are also in the focus of its activities. In order to achieve
this, the Group continued to increase the share of alternative-powered vehicles this
year, too, which also facilitates the reduction of the energy used and, in the long run,
operating costs and pollutant emissions into the environment. The transition to sus-
tainable consumption and the improvement of resource efficiency also serve the

BUSINESS OPERATIONS
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achievement of SDGs 8 and 12 at business level. The measures supporting the
above-mentioned SDGs include the active development of the domestic e-mobili-
ty market by creating appropriate infrastructure and services. Furthermore, the de-
velopment of the transmission network also contributes significantly to the achieve-
ment of the economic development goal and the implementation of measures
taken in the areas of infrastructure, technology development and innovation (SDG
9). The MVM Group had already undertaken to treat the support of R&D and innova-
tive technologies as highly important; therefore, it established Smart Future Lab
Ltd., which provides seed financing® and serves as a professional incubator for do-
mestic startups. On the whole, the MVM Group provides a budget of USD 10 million
for financing R&D activities and the development of other technologies that are
innovative in terms of climate protection in the period between 2016 and 2020.

Last but not least, the MVM Group, as the largest player in the domestic energy
industry, 100% owned by the state, considers it highly important to take part in
the fight against climate change and the implementation of Hungary's energy
strategy. The MVM Group set an ambitious target affecting its entire portfolio for
reducing greenhouse gas (GHG) emissions, which significantly contributes to
combating climate change in Hungary and the achievement of SDG 13. According
to the objective, the MVM Group has undertaken to reduce its GHG emissions by
30% by 2020 compared to the 2010 base year, a target that was reached by 2016.
Through a more widespread use of renewable energies and the continuous
exploration and use of other climate-friendly technologies, the MVM Group
continues to strive to meet one of the greatest challenges of our time, climate
change, and is actively involved in the fight against its harmful effects.

8 Seed financing: It is a form of financing used in the initial stage of the life cycle of startups, which aims to transform an
idea into a viable business.
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In 2018, despite growing international economic risks, the domestic economy
reached the highest growth rate in the last three decades, mostly due to the
expansion of internal consumption, which also affected energy demand. In 2018,
gross electricity consumption continued to increase in Hungary. On several
occasions, power demand broke a record several times, last on 19 December,
reaching 6,869 MW. In addition to the increase in energy use, the period of 2018
was characterised by rising forward energy prices, which created favourable market
conditions for the sales of the MVM Group on competitive markets. At the same
time, the significantly rising input prices had negative impact on the profitability of
the activities of the MVM Group subject to requlated prices as price requlation can
respond to market changes only in a delayed manner and in part.

In terms of its business operations, the MVM Group closed a successful year also in
2018: Both the sales and profits after tax of the MVM Group increased compared to
the previous year, while it achieved its primary task of guaranteeing domestic
security of supply by supplying energy at competitive prices, in the areas of both
electricity and natural gas supply. In order to maintain its long-term sustainable
income-generating capacity, great emphasis is placed on exploiting the benefits of
integrated operation. A key event of the year 2018 was that the NKM Group was
fully consolidated into the MVM Group from 1 August and, at the same time, the
integration of the financing of the MVM Group and the NKM Group was started,
including the execution of several major financing transactions.

Indirect economic impact

he MVM Group envisages the establishment of a future- and customer-
oriented Group, also competitive regionally, which provides its partners
responsible, sustainable and secure energy supply and energy-related services,
accompanied by continuous innovation. The MVM Group contributes to the
realisation of National Assets Policy and Energy Strategy Goals through its stable
and predictable operation and income-generating capacity. Due to its wide range

BUSINESS OPERATIONS

Among them, also due to its magnitude, the amendment of a Revolving HUF Club
Loan Agreement signed in December 2018 is unique. The credit facility increased to
HUF 325 billion clearly supports a stable access to financial resources by the MVM
Group and the outstanding image of the Group.

Another noteworthy achievement is the conclusion of a EUR 100 million project
loan agreement with the European project Bank to finance the transmission
network projects of MAVIR Ltd., which is the first financing transaction in Hungary's
corporate sector that was implemented from funds coming from the European
Fund for Strategic projects (EFSI). In addition, the interest margin of the long-term
loan portfolio could be further reduced during the year, and foreign exchange
funds could also be provided to the MVM Group on more favourable terms, which
result in significant savings for the Group.

Looking ahead, the fundamental changes in the new National Energy Strategy
and the EU regulatory environment also represent a number of risks, but also
opportunities for the course of business. The fundamentals of business operations
remain stable; the increasingly close integration with the NKM Group creates a
favourable basis for the successful application of customer-focused energy
business models.’

Jdnos Sum
Chief Business Officer, MVM Ltd.

of activities, it is a major contributor to public finances. In order to perform its
activities to a satisfactory standard, it continuously carries out maintenance and
development projects. In connection with them, it gives supplier orders directly or
indirectly to several thousand domestic small and medium-sized enterprises every
year, thereby contributing to the stimulation of the domestic economy.

The Group supplies its industrial and residential customers with clean, electricity
affordable for everyone. It is responsible for performing nearly 4.2 million direct
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customer contracts on a daily basis by supplying electricity, natural gas and heat
energy required by its customers. To this end, it operates an about 65,000 km long
energy infrastructure. As a modern utility provider, its primary goal is to increase
customer experience by continuously improving the standard of its services, taking
advantage of the opportunities offered by digitalised technological solutions.

The MVM Group pays special attention to retaining and motivating its nearly 12,000
highly qualified employees. With the establishment of a competitive pay and
remuneration system, the focus is placed on increasing corporate value creation.

The Group carries out developments and supports the implementation of
innovative ideas in several areas in order to contribute to the improvement of
Hungary's economic performance in the medium and long term, taking into
account the principles of environmental sustainability.

Increasing the share of energy generated from renewable energy sources is also
an energy strategy consideration. In order to achieve this, it carries out a number
of projects.

Increasing the transparency of resource management and use is highly important.
Group-level rules set out the tasks and rules related to the use of resources for
development needs and projects. An Allocation Committee works as a decision
preparation forum supporting resource allocation. The significant projects
implemented by the MVM Groupin 2018, which also serve economic sustainability,
are described in Section 5.6.

Economic topics considered important
he chapter of the 2018 Integrated Report describing business operations

places emphasis on the following topics of economic performance rated as
important at the Stakeholder Forum:

BUSINESS OPERATIONS

Economic performance

Supply chain Risk management

and impact

Decommis-sioning of
the nuclear power plant

Power plant management
and performance

Important projects

and developments

Hungary's population is increasingly using the new energy opportunities made
possible by the technological achievements of recent years. Society increasingly
views the supply of sustainable, clean energy as a value.

In Hungary, household-scale solar energy generation is developing at a rapid pace
and already exceeds 300 MW. At the same time, the purchase rate of alternative-
powered cars is also increasing. The number of cars with green registration plates
doubled in 2018, approaching 10,000. Digitalisation has reached a wide range of
society, and with the help of mobile devices, not only communication opportunities
increase, but also the possibility of other services supporting everyday life through
customised and immediately available solutions. The accessibility of innovative
technologies and business models by an increasing segment of society gradually
activates users, through which so far passive energy consumers become customers
who have concrete ideas, and even energy generation and storage devices.

In recent times, the pace of innovation has accelerated significantly, both in
energy technologies and in business areas related to energy services.

As a result of the renewable revolution, green technologies are becoming mature,
increasingly competitive solutions, which, together with digitalisation, will lead to
a complete transformation of the energy sector in the long run. As a result of this
fast-paced development, conventional energy models are drastically transformed,
and new solutions are becoming marketable as a result of technology-driven cost
reductions.
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Solar power plant technologies continue to show fast development, and as a
result of a significant reduction in capital costs, they represent a key part of newly
built power plant capacities.

In order to reduce emissions from the transport sector, the use of alternative,
cleaner fuels has become a priority. Included are biofuel-, natural gas- (CNG (Com-
pressed Natural Gas)/LNG (Liquefied Natural Gas)), LPG- and hydrogen-powered
and rechargeable hybrid and purely electric vehicles. The expected proliferation of
the latter can bring about the even faster development of battery technologies.

The development of energy technologies is permeated by the digitalisation
solutions of the infocommunications sector. The use of big data, cloud computing,
the internet of things (loT) and blockchain solutions not only makes existing
processes more efficient, but also provides new value creation opportunities.
Digitalisation is giving new impetus to technologies and methods also previously
used in energy systems, such as consumer energy management (DSM). In the gas
sector, developments aiming at the production of non-conventional stocks and
LNG technology remain crucial. The construction of LNG-receiving terminals has
been started in many countries in Europe. The spread of this technology is
primarily driven by the diversification efforts of natural gas supply.

In order to meet the increasing flexibility needs of the electricity system, new or
even previously existing solutions (collectively called power-to-X technologies)
have come to the fore, which utilise the greater flexibility of other forms of energy
(e.g. heat, natural gas, hydrogen) and connect sectors for optimal system-level
solutions.

Compatred to the situation in 2017, the following changes took place in respect of
consolidation in 2018:

With regard to the MVM Group, it was a significant change in 2018 that MVM Ltd.
acquired control rights over NKM National Public Utilities Ltd., thus the subsidiaries
of the NKM Group became subsidiaries fully consolidated with the MVM Group.

BUSINESS OPERATIONS

The change added fourteen subsidiaries and three associated companies to the
MVM Group year on year.

Subsidiaries included in full consolidation and their activities:
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.: It was established by MVM Partner Ltd. in December
2010 and is engaged in electricity trading activities in Serbia.
MVM Partner d.o.o.: It was established by MVM Partner Ltd. in March 2011 and
is engaged in electricity trading activities in Croatia.
MVM Energy Romania S.R.L.: It was established by MVM Partner Ltd. in May 2011
for performing electricity trading activities in Romania. The company was
directly acquired by MVM Ltd. in 2014. It is a holding company that owns MVM
Future Energy Technology S.R.L.
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 HR
services to the MVM Group and third parties.
MVM GTER Ltd.: Its main activities are the management and operation of the
quick-start backup gas-turbine power plants owned by itself and MVM Ltd. and
electricity generation.
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 energy and electricity with
the gas turbine cogeneration heating power plant in its ownership.
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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 the power exchange.

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

HUDEX Energy Exchange Ltd.: It was established by HUPX Ltd.in May 2017.The
company is responsible for the operation of the financial power and gas
exchange.

MVMI Ltd.: It provides IT services to the members of the MVM Group and market
customers.

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.0.. A subsidiary registered in Croatia and engaged in providing
organised holidays.

Rémai Office Building Ltd.: Its main activities are the operation and letting to
the members of the MVM Group of the Office Building in Szentendrei Ut,
Budapest and used as the head office of the MVM Group.

MVM Green Generation Ltd.: Its main activity is power generation from wind
and solar energy.

MVM NET Ltd.: It provides telecommunication services that require critical
availability on its highly reliable network, primarily to its state, MVM Group and
wholesale customers.

POWERFORUM Ltd.: Its main activity is the operation of an electricity trading
information interface.

KOM Central Smart Metering Ltd.: The project company established by MAVIR
Ltd. aims to prepare 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 by Hungarian Gas Trade Ltd. in
November 2014 to perform gas trading activities in Austria.

BUSINESS OPERATIONS

MFGK Slovakia s.r.o.: It was established by Hungarian Gas Trade Ltd. in December
2015 to perform gas trading activities in Slovakia.

Hungarian Gas Storage Ltd.: Its four underground storage facilities ensure the
security of gas supply to companies and the population.

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

MVM Oroszldny Power Plant Development Ltd.T the main activity of the company
is providing heating supply to the town of Oroszladny 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.

MVM Future Energy Technology S.R.L.: Itis a company that owns a hydro power
plant in Romania, the main activity of which is electricity generation.

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

MVM NET Data Centre Ltd.: It was established by MVM NET Ltd. in June 2016 for
the implementation of an IT data centre to be established near the Géd
transformer substation of MAVIR Ltd.

Smart Future Lab Ltd.: It was established MVM Ltd. in January 2016. Its primary
goal is to provide professional support to the R&D&I activities of the MVM
Group in the future, including the incubation of energy-related business
startups, the establishment of a development support platform to them,
providing training and mentoring to startups, and providing support to them
for successful market penetration.

MVM International AG: It was established by MVM Ltd. in August 2016 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 other 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;
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Raba Energy Supply Ltd.: as an industrial park energy supplier, it supplies various
types of energy to the companies located on the sites of the Rdba Group (at six
locations in total) and performs operational services under long-term agreements;
MVM Titanium Ltd. it as founded in February 2017 by MVM Ltd. primarily to
concentrate power plant generation capacities within the Group and to
perform group-level technical manufacturing activities;

NKM National Public Utilities Ltd.: Its main activity is asset management (a
holding company).

NKM Optimum Ltd.: It provides renewable energy source-based and energy
efficiency solutions and services to its retail and corporate customers. A holding
company owning NKM Plus Ltd. and Grape Solutions Ltd.

NKM Plus Ltd.: Its main activity is the sale of third party and co-branded products
and services.

NKM Electricity Distribution Ltd.: Its main activity is electricity trade.

NKM Electricity Network Ltd.: Its main activity is electricity distribution.

NKM Natural Gas Distribution Ltd.: Its main activity is natural gas trade.

NKM Natural Gas Network Ltd.: Its main activity is gas distribution.

NKM North-South Natural Gas Network Ltd.: Its main activity is natural gas trade.
Flogiston Gas Meter Manufacturing, Repairing, Calibrating and Trading Ltd.: Its
main activity is the manufacture of measuring instruments.

NKM Mobility Ltd.: Its main activity is serving customers operating motor
vehicles running on compressed (CNG) fuel and electric vehicles.

KAPOS CNG Ltd.: Its main activity is serving customers operating motor vehicles
running on compressed (CNG) fuel.

GRAPE Solutions Hungary Ltd.: its main activity is software development.

NKM Customer Service Ltd.: Its main activity is performing uniform customer
relationship activities within the NKM Group.

NKM Oroszldny Service Provider Ltd.: Its main activity is supplying district heating
and domestic hot water to the town of Oroszlany and the village of Bokod.

Companies treated as associated companies in consolidation

Joint management companies:

BUSINESS OPERATIONS

'EKS Service' Ltd.: It is a company engaged mainly in the corrosion protection of
power transmission lines.
Smart Charging Ltd.: Its main activity is the development of the prototype of a
comprehensive smart charge planning application based on route planning
and battery charge level.

Associated companies:

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

Matra Power Plant Ltd.: It is a company engaged essentially in electricity
generation and associated coal mining activities, in which MVM Ltd. holds a
qualifying interest.

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
any 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 reaches 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 taken yet on
the future fate of the project.

Panrusgaz Gas Trade Ltd.: Its main activity is natural gas trade.

Drone Technologies Ltd.: Its main activity is the development of database
management software, which is able to provide information from data collected
by sensors fitted on a drone for the optimum construction and maintenance of
transmission lines.

Poizo Ltd.: Its main activity is the development of an infrared supplementary
heating unit, which can be used along with the current heating systems.
Gerecsegdz Ltd.: Its main activity is letting on lease and operating its own or
leased real property.
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Komundlinfo Ltd.: Its main responsibilities include the preparation of specialised
utility maps and the performance of industrial surveying and utility registration
works to a high standard.

Kecskemét Thermostar Heat Supply Ltd.: Its main activities are district heating
and hot water supply and electricity generation.

As of August 1, 2018, NKM Ltd. and its subsidiaries became subsidiaries fully
consolidated with the MVM Group. NKM North-South Natural Gas Network Ltd.
(formerly known as Egaz-Dégéaz Natural Gas Distribution Ltd.), GRAPE Solutions
Hungary Ltd,, NKM Customer Relations Ltd. and NKM Oroszldny Service Provider
Ltd. (formerly known as Oroszlany Service Provider Ltd) were included in
consolidation in 2018. Zuglo-Therm Energy Supply Ltd. was sold on 19 March 2018.

Key technical and business operation indicators

he MVM Group closed the 2018 business year with a profit before tax of HUF

50,386 million compared to HUF 14,785 million in the 2017 business year. The
MVM Group incurred an actual tax liability of HUF 28,833 million in 2018 (2017:
HUF 10,954 million), which is a tax liability arising on the basis of the settlement of
corporate tax and income tax payable by energy suppliers.

Following the record sales of the MVM Group in 2017, it was able to further
increase its sales by HUF 388 billion in 2018, which was close to HUF 1,719 billion.
The increase can be explained by higher natural gas sales and the impact of the
NKM Group.

The most important tasks of the MVM Group in 2018, too, were to guarantee the
security of supply in Hungary and to protect the results of the utility rate cuts, which
it realised by providing competitively priced energy in the areas of both electricity
and natural gas supply. Under the winter utility rate cut scheme, the MVM Group
supported retail consumers with HUF 41.5 billion, thereby reducing their expenses.

BUSINESS OPERATIONS

The MVM Group performed its primary tasks with stable business operations and
financing also in 2018, achieving an adjusted profit after tax of HUF 21.5 billion,
which is HUF 18 billion higher than the 2017 actual figure. The increase in profit
after tax was due to electricity and natural gas trade and to the contribution by
the NKM Group to the profits of the MVM Group by 50% of its total profits for the
year, compared to 2017, when NKM Electricity Distribution Ltd. and NKM Natural
Gas Distribution Ltd. are included in the consolidated profits as of 31 January
2017 and 30 June 2017, respectively, in proportion to their capital share. With the
integration of the NKM Group, new elements were added to the activities of the
MVM  Group, resulting in 4.2 million customer contracts. The favourable
development of the external environment and high product prices were
favourably used by the MVM Group, which significantly increased profitability.
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Table 2: Profits of the MVM Group

Table 3: Key financial and technical indicators of the MVM Group

= 2011 Profits of the MVM Group (HUF million)* m 2017 m Key financial and technical indicators 2017 N |
of the MVM Group* U2

Operating profit/(-)loss 57,161 30,652 50,402
Installed capacity of power plants 2,929 2,929 3,007 MVM3
Net sales 1,034,149 1,331,086 1,718,938 )
Installed heat capacity of power plants MWth 6,659 6,659 6,659 027 M
Own performance capitalised 24,753 25,061 54,939 B
Electricity generated (gross) GWh 16,437 16,514 16,073
Other operating income 79,502 62,361 59,759 o
Electricity purchased GWh 18,167 15,836%* 15,777
Material-type expenses 835,105 1,114,512 1,405,147 o
Electricity sold GWh 34,146 38,329 37,324
Staff costs 96,154 111,506 131,454
Heat sold TJ 2,619 2,843 2,513
Depreciation charge 53,621 61,303, 62,359
EBITDA HUFm 110,782 91,955 112,761
Other operating expenses 96,363 100,535 184,274
Total assets HUFm 1439571 1522900 1,835,730
Profit/(-)loss on financial transactions 9,192 -15,867 -16 )
Equity HUFm 815,601 788,569 912,027
Income from financial transactions 35,462 45,050 74,920 ) )
Fixed Assets Ratio % 57.78 60.17 6343
Expenses on financial transactions 26,270 60,917 74,936
Rate of Return on Assets (ROA) % 3.36 0.26 1.17
Profit before tax 66,353 14,785 50,386 )
Rate of Return on Equity (ROE) % 5.94 0.50 2.36
Tax liability 14,462 10,954 28,833
Rate of Return on Sales (ROS) % 4.68 0.29 1.25
Corporate tax difference arising from
consolidation (+/-) —3A465 87 300 Rate of Earnings Per Share (EPS) HUF 1,256 102 567
Profit/(-)loss after tax 48,426 3918 21,853 Net debt/Equity (Indebtedness Ratio) - -0.03 0.07 0.16
Share of external members in the profits/(-) Net debt/EBITDA — ~0.19 0.57 137
S 46 12 360
losses after tax of subsidiaries
) i EBITDA/Interest paid (Interest Coverage Ratio) - 5821 35.56 62.02
Adjusted profit after tax 48,380 3,906 21,493
) Operating cash flow HUFm 116,090 83,378 100,341
Amounts of aid granted 5,050 3,349 45,230
. Consolidated projects in the reference year HUFm 62,942 80,354 122,661
Corporate tax reduction 5,000 440 3007

*The figures of the 2018 Consolidated Report are shown in accordance with the legislation in force.

** |t does not include any offer under the Corporate and Dividends Tax Act, only the amount of tax allowance

for direct support in the current year.

Mﬂ
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*In the above statement, the key indicator figures for the base period are shown identically with the Integrated
Report published in 2017.
** Data of 2017 have been republicated.
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GOVERNMENT SUBSIDIES

In 2016, as a member of a joint consortium including the Budapest University of
Technology and Economics and industrial partners (Siemens, Nokia and Richter),
MVM Ltd. successfully applied for the ‘FIEK_2016" grant provided by the National
Research, Developmentand Innovation Office. The sponsor provides non-repayable
funds of HUF 3,959 million in total to the consortium as a whole for establishing the
Centre for Higher Education and Industrial Cooperation and the related research
work. Of this, MVM Ltd. receives a grant of HUF 433 million in addition to its own
contribution of HUF 500 million, which it may spend on a 4-year R&D programme
launched in April 2017. During the first-year phase of the research programme
focusing on the integration of renewable-based electricity generation into the
system, preparatory studies were developed and the establishment of a real-time
electric simulation laboratory with unique capabilities began.

BUSINESS OPERATIONS

KOM Central Smart Metering Ltd. received grants for the implementation of the
Smart Grid Pilot Project between 2015 and 2017. The main task of the project
was to study the introduction alternatives of a national smart grid system by
evaluating the operating experiences of project components. The project was
closed in 2018, the last instalments of the related grant were disbursed in 2018
and 2019. The amount of the grant disbursed in the reference year was HUF
1,444 million.

MAVIR Ltd. received a state subsidy for purchasing equipment and covering its
expenses in the reference year. Equipment were purchased from EU grants: 90%
is linked to the establishment of the Hungarian section as part of the international
transmission network and, to a smaller extent, to the EU LIFE Bird Protection
Programme and other software development. The amount of the grant disbursed
is HUF 68 million.

The grant received for covering expenses is associated with the EU LIFE Bird
Protection Programme, amounting to HUF 2 million.

In 2016, MVM NET Ltd. received HUF 1,350 million under the GINOP 342
application project and HUF 4,040 under the GINOP 3.4.3 application project. In
addition, in 2017, it was awarded HUF 3,361 million under the GINOP 3.4.5 high-
priority application project. The aim of these projects is to extend the National
Trunk Telecommunications Network from county town level to district town level
and to reach administrative institutions with a secure and high-capacity
telecommunications network.

As an operator on the Hungarian telecommunications market, MVM NET Ltd.
won the opportunity of network development under the Broadband Internet
Programme (GINOP 3.4.1) in 13 districts. In the 13 districts, the fund requirement
of the developments is about HUF 10,900 million, of which EU application funds
of HUF 8,000 million can be used as a grant.
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‘The generating and technical service member companies of the MVM Group
significantly contributed to the success of the Group in 2018, too. The units of MVM
Paks Nuclear Power Plant Ltd. generated 15,733.5 GWh of electricity in total,
accounting for 34.6% of domestic demand and 50.6% of domestic output. The
availability of the power plant was 89.26%. The heat output sold was 178.17 TJ.

In 2018, the gas turbine power plants of the MVM Group operated at the instruction
of the system operator, with the expected availability, ensuring the continuous and
uninterrupted operation of Hungary's electricity system.

The heating plants and heating power plants of the MVM Group also performed as
expected. The boilers of MVM Oroszldny Power Plant Development Ltd. sold 356.34
TJ of heat energy in 2018 with an availability of 97.66%. As cogeneration facilities,
MVM North Buda Power Plant Ltd. and MVM MIFU Ltd. performed the tasks assigned
to them in the interest of system-level balancing also to a high professional
standard, in addition to fully meeting regional heat demand. In 2018, MVM North
Buda Power Plant Ltd., with 83.22% availability, sold 160.29 GWh of electricity and
1,273.92 TJ of heat energy, while MVM MIFU Ltd., with 92.55% availability, sold
59.66 GWh of electricity and 585.96 TJ of heat energy. In 2018, an energy storage
facility was established at MVM North Buda Power Plant Ltd. to increase efficiency
and to reduce CO, emissions.

BUSINESS OPERATIONS

Also in 2018, MVM OVIT Ltd. also actively participated in construction and
reconstruction projects aimed at increasing the security of supply of the Hungarian
electricity transmission network and took part in projects aimed at using domestic
renewable energy. 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 alsoin 2018.

In support of the contents of Hungary’s Renewable Energy Utilisation Action Plan
and the climate protection efforts of Hungary and the European Union, the MVM
Group decided to establish photovoltaic power plants with a total capacity of 100
MWp on more than 100 sites, of which two 20 MWp solar power plants, one in
Felsézsolca and one in Paks, began their operation by 31 December 2018. In
addition to the already operational generation units of the MVM Group, the solar
power plants commissioned are continually integrated into the operation
monitoring system set up for planning and accurately tracking the installed
capacities and electricity output of the units belonging to the generation portfolio
of the MVM Group.’

Dr. Csaba Kiss
Chief Technical Officer, MVM Ltd.
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GENERATION INDICATORS

Table 4: Installed capacities

Installed electrical capacity

Coal

Natural gas

Distillate oil/fuel oil

Nuclear

Total renewable

Renewable/wind

Renewable/solar

Renewable/hydro

Renewable/biomass
Installed thermal capacity

Coal/biomass

Natural gas

Nuclear

Distillate oil/fuel oil
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MW,

e

MW,
MW,
MW,
MW.
MW,
MW.
MW,
MW,
MW,
MW,
MW,

th

MW

th

MW

2,929
240
239
410

2,000
40

23
10

6,659
94
625

5,940

2,929
240
239
410

2,000
40

23
10
7
0
6,659
94
625
5,940
0

3,007
240
239
410

2,013
105

23
75
7
0
6,659
94
625
5,940
0

Table 5: Generation indicators

Electricity generated by the MVM Group (GWh)

Coal/biomass
Natural gas
Distillate oil/fuel oil
Nuclear

Renewable

Electricity output of the MVM Group (GWh)

Coal/biomass

Natural gas

Distillate oil/fuel oil

Nuclear

Renewable

Heat generated by the MVM Group (TJ)
Biomass

Natural gas

Distillate oil/fuel oil

Nuclear

Heat output of the MVM Group (TJ)
Biomass

Natural gas

Distillate oil/fuel oil

Nuclear

16,437
0
302

16,054
75
15,515

269

15,167

73

3,469

2617

848
2,908

2413
0
491
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16,516
0
320
17
16,098

15,614

313
16
15,207
78
3,444

2,663

775
3,174

2,635
0
533

16,073
0
256

15,734

77

15,177

247

14,849

75

2,979

2,221

756
2,721

2,217

0
502
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In 2018, renewable-based energy generation by the MVM Group was as follows:

Wind power generated: Solar power generated:

46 GWh 21 GWh

Net electrical output: Net electrical output:

45 GWh 21 GWh

Hydro power generated: Heat generated from biomass:

10 GWh 0,4 GWh

Net electrical output: Net heat output:

10 GWh 0,4 GWh

The system efficiency of the power plants of the MVM Group in percentage is
shown in the following table. It was determined as the ratio of the heat and
electricity output per year and primary energy use.

BUSINESS OPERATIONS

Table 6: Efficiency of MVM Group's power plants

MVM Paks Nuclear Power Plant Ltd. nuclear 32.2%
fuel oil 30.9%

MVM GTER Ltd.
natural gas 354%
MVM North Buda Power Plant Ltd. natural gas 85.5%
MVM MIFU Ltd. natural gas 85.1%
MVM Oroszlany Power Plant Development Ltd. natural gas 97.8%
NRG Finance Ltd. natural gas 29.4%

Renewable energy sources

NRG Finance Ltd., woodchip fired boiler biomass 53.3%
MVM Green Generation Ltd. wind 97.8%
MVM Green Generation Ltd. solar 97.8%
MVM Future Energy Technology S.R.L. hydro <100%*

* No house load data is available.

CLIMATE PROTECTION - FINANCIAL IMPLICATIONS AND OTHER RISKS AND
OPPORTUNITIES ARISING FROM CLIMATE CHANGE

The Paris Climate Protection Agreement reached at the end of 2015 aims to put
greenhouse gas (GHG) emissions caused by human activities on a declining path,
by which it can be achieved that the average global temperature will increase less
than 2°C by the end of the century. By the end of 2018, the Regulation on the
Governance of the Energy Union and the updated versions of the Energy Efficiency
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and Renewable Energy Directives were adopted in the European Union. In the
legislation, the EU set even more ambitious targets for reducing CO, emissions,
increasing the share of renewable energy and improving energy efficiency by
2030. EU-level targets that Member States are required to meet collectively by
2030 are at least 40% GHG emission reduction (compared to the 1990 base year),
using 32% renewables and at least 32.5% energy efficiency improvement.

One of the tools for achieving climate protection goals is the European Union’s
Emissions Trading Scheme (ETS). The post-2020 reform of the scheme is aimed at
increasing quota prices, which will reduce the limit for the total amount of
emissions by 2.2% per year.

In 2018, Hungary adopted the second National Climate Change Strategy for 2018
to 2030 with an outlook to 2050. In addition, according to Directive 2009/28/EC,
renewable energy sources in Hungary have to cover 13% of gross energy use by
2020. The target under the Renewable Energy Utilisation Action Plan drawn up in
accordance with the Directive is even more ambitious, 14.65%. Based on the
updated biomass calculation method, Hungary has already exceeded its 13%
target undertaken for the EU and is also close to achieving the 14.65% target. In
addition to the above, Hungary's 2030 targets are also outlined in the government
resolution providing grounds for the new National Energy Strategy, which was
published at the end of 2018: reducing GHG emissions by at least 40% by 2030
(compared to the 1990 base year); 20% share of renewable energy in gross final
energy use; domestic energy use should not exceed the 2005 value by 2030; and
domestic energy use should be 8% to 10% lower than the business-as-usual
(BAU) path” forecast for 2030.

The reduction of GHG (greenhouse gas) emissions, energy conservation and a
wider use of renewable energy sources have to be guaranteed by national

9 Minimum energy efficiency measures taken on the basis of currently available technologies and policy targets in
order to meet EU standards.
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contributions at national level in order to achieve the ambitious climate protection
goals undertaken by the EU. As the largest energy operator in Hungary, the MVM
Group considers it highly important to do its share in combating climate change;
therefore, it formulated voluntary, specific commitments for the MVM Group on
the occasion of the Paris Climate Change Conference, which were as follows:

reducing specific GHG 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);
a commitment of USD 10 million to 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 (there
were 1,083 kilotonnes of CO, equivalent GHG emissions in 2010), already in 2016.
The main reason for this was the suspension of the operation of Vértes Power
Plant Ltd. in 2016. At the same time, the renewable-based electricity generation
capacity also increased significantly and the transition to a new, more efficient
operating cycle was carried out in the case of the Paks Nuclear Power Plant. In
addition, an energy management system (EMS) was introduced in the past years
in the case of a number of member companies of the MVM Group, which will
result in further energy savings at Group level.

Inthe process of greening the motor vehicle fleet, 14 electric and 6 hybrid vehicles
were in service in the MVM Group as at 31 December 2018. With respect to all
passenger and commercial vehicles under 3.5 tonnes, the share of alternative-
powered vehicles is 1.77%, which means a 0.4% increase compared to 1.37% as at
31 December 2017 (+four motor vehicles).
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Table 7: Carbon dioxide emission allowances allocated to the MVM Group (2018)

Free allocation units kilotonnes/year 38
Purchased units kilotonnes/year 111
Proportion of freely allocated and purchased units % 338

The number of transmission network customers of the MVM Group in 2018 is
shown in the following table.

Table 8: Number of customer contracts of the MVM Group in 2018

Residential customers

Industrial and commercial customers
Institutional/business customers

DSO - Distribution system licensee customers

TSO - Transmission system operator customers

EU3
4,030,370
186,215
14,598
2,311,277

6

*The increase in the number of customer contracts comes from the merger of the NKM Group in 2018.

group
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Supply chain

The organisation overseen by the Chief Services Officer, which was established as a
new management function within the MVM Group in October 2018, includes the
Procurement Directorate, the Asset Management Directorate, and a new [T
Directorate, to which a CIO function has been added.

After its establishment, the last quarter of 2018 was highly important in the life of
the management function, since initiatives aiming at harmonisation, efficiency
increase, and search for and exploitation of group-level synergies and affecting the
whole MVM Group were taken, including their background work and launch, in the
individual functions.

Procurement: \VWithin the MVM Group, the rationalisation of the operation of the
procurement function and the introduction of a category management model
devised on a market basis through an expert approach and competence system
began. The integration of procurement was implemented in several stages. In the
case of the nine member companies concerned, MVM Ltd. performed the
procurement activities under the coordination of the Procurement Directorate by
the autumn of 2018. Transparency, the elaboration and implementation of a
uniform group-level procurement strategy, detailed planning, proactive cost
control and internal customer focus are the most important guiding principles
for procurement integration.

Asset management: A review of real property assets has begun at group level;
as a result of this work, four property concepts will be devised:

— Budapest,

BUSINESS OPERATIONS

regional,

welfare,

other/unoperational.

They will be finalised in accordance with rationalisation and cost reduction
objectives. In addition, in respect of the integration of the NKM Group, the
development of uniform and structured asset management practices, the review
of fleet management, insurance and document management processes, and the

development of regional strategies in relation to them are underway at group
level in 2019.

IT: After the new IT Director (CIO) joined in at the end of the year, a process was
started to review IT resources, competencies and processes within the Group as well
as to develop IT and telecommunication strategies, which will greatly contribute to
the uniform and harmonised operation of the MVM and NKM Groups after their
integration and to strengthening their customer-oriented service structure.

On the whole, for the organisation overseen by the Chief Services Officer, the 2019
year will be about completing the tasks that have been started and moving them
to day-to-day operations, paying special attention to the ‘customers’, that is, the
member companies of the MVM Group, which use the services provided by the
function. Our goal is to provide the services of the function to the companies of
MVM at the group level as efficiently and transparently as possible.’

Magdolna Tokai
Chief Services Officer, MVM Ltd.
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DESCRIPTION AND MANAGEMENT OF THE SUPPLY CHAIN

In the case of the MVM Group, the Procurement Directorate of MVM Ltd. performs,
in a centralised way, the procurement tasks of MVM Ltd. and the member
companies involved in the integration of procurement. In practice, this means that
MVM Ltd. provides procurement as service for the member companies concerned.
The specialised knowledge of purchasing officers about procurement and the
market can be ensured through the procurement model applied, category
management, and operation based on product and service categories. Due to
volume effect, it is possible to attain more favourable prices and terms of trade
when quantities are procured at group level, concentrating at individual, category-
based procurement groups. In the case of member companies not involved in the
integration of procurement, procurement organisations centralised at the level of
member companies, applying uniform principles, rules and methods during their
activities, perform the procurement tasks. The central procurement organisation
of MVM Ltd. is responsible for development of a procurement framework system
through group-level rules. During its procurement, the MVM Group applies

BUSINESS OPERATIONS

competition procedures on equal terms and lays special emphasis on procedural
steps that ensure competition neutrality (communication to potential suppliers at
the same time and with identical content, separation of technical and financial
evaluations, opening of bids before a body, etc.).

Among the procurement support systems, the application of the SAP SRM system
must be pointed out: It is used by the MVM Group in the case of the majority of
its controlled companies (except for small companies) 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 applying
modern solutions (e-procurement, e-catalogue-based ordering) during its
procurement processes.

Table 9: Fvaluation of the suppliers of the MVM Group

Proportion of local (domestic) suppliers % 94.46 94.08 93.92
Total number of suppliers - 4,836 4,595 4,357
Number of local suppliers - 4,568 4,323 4,092

Proportion of local suppliers

% 93.54 78.18 88.87
(based on procurement value)
Total value of procured goods/services HUF million 172,348 211,271 216,664
Value of goods/services procured from HUF million 161210 165176 192,554

local suppliers

About two-thirds of the purchases managed by the competent organisations of
the MVM Group in 2018 relate to the following topics:

INTEGRATED REPORT | 2018



B MVM-6
W 203-1

group

technical projects and maintenance,
IT services/materials/devices/tools,
consulting, use of experts.
About 40% of them were carried out through internal suppliers within the Group.

Important projects and developments

DEVELOPMENT AND IMPACT OF INFRASTRUCTURE INVESTMENTS
AND SERVICES

zhe MVM Group carries out developments in several areas in order to

contribute to the improvement of Hungary's economic performance in the
medium and long term, taking into account the principles of environmental
sustainability. In 2018, the MVM Group implemented several projects in the areas
of energy generation and transmission, which serve economic sustainability.

Several significant projects were carried out at MVM Paks Nuclear Power Plant
Ltd., which provides secure electricity supply in Hungary at a competitive price.
Following the 20-year lifetime extension of the power plant units, the
implementation of upkeep projects ensuring secure and stable electricity
generation continued as a high priority also in 2018. The implementation of the
lifetime extension programme of the nuclear power plant provides job
opportunities to the employees of the nuclear power plant in the long term, and
Creates a stable economic environment for external businesses participating in
the operation of the nuclear power plant.

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 its already high
safety level. The implementation of these projects continued also in 2018. Under
the Targeted Safety Assessment (TSA) programme, the operational safety of the
individual technologies and, through the installation of additional back-up
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facilities, the redundancy of safety systems will continue to improve as well as the
number of means of preparation for emergency situations will further increase.

The development of the transmission network of MAVIR Ltd. in 2018
(development of substations, transmission line reconstruction and system
upgrades) played an outstanding role in maintaining Hungary's security of energy
supply and economic competitiveness. Major projects of the company in 2018
include the preparatory works for the construction of the Szabolcsbaka 750/400
kV substation near Kisvarda and improvements related to the operational safety
of the transmission network.

The establishment of the Central Smart Metering and Control System and the
installation of smart meters and equipment ensuring smart metering at terminal
point locations were completed in 2018 under the Smart Metering Pilot Project
implemented by KOM Central Smart Metering Ltd. The successful
implementation of the pilot project can lay the foundation for the establishment
and operation of a smart grid system based on a representative sample.

MVM NET Ltd. participates in the development of telecommunication
infrastructure (own or EU-funded) aimed at the development of communications
links of public authorities.

Pursuant to Government Decree 346/2010 of 28 December 2010 on government
networks, a government communications provider (NISZ Ltd) provides
communications services on the National Trunk Telecommmunication Network, for
which the basic infrastructure is provided by MVM NET Ltd. As a result of the
network consolidation started in 2011, the National Trunk Telecommunication
Network was established on 1 January 2012 in order for the institutions to use
telecommunications services required for their basic communication needs on a
state-owned, high-security network infrastructure in contrast with previous
market-based solutions. As a result of the development, connecting more than
2,000 new locations, MVM NET Ltd. serves about 6,000 government terminal points
today compared to the previous network provided by a market service provider.
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The MVM Group intends to lay great emphasis on increasing the share of
renewable energy sources within domestic generation. MVM Green Generation
Ltd. launched the Renewable Programme in 2017. It its first phase, two
photovoltaic power plant projects with an installed capacity of 20 MW and 108
with an installed capacity of 0.5 MW are implemented. Under the project
programme, the MVM Group built Hungary's largest solar power plants in
Felsézsolca and Paks, which were delivered in the last quarter of 2018. In 2018,
the value of photovoltaic projects constructed under the Renewable Programme
was HUF 26,132 million, of which HUF 12,224 million was paid from state subsidies.

In addition to the projects under the Renewable Programme, MVM Green
Generation Ltd. purchased the Visonta Solar Power Plant of Matra Power Plant
Ltd. with an installed capacity of 16 MW in 2018, which further increased its
renewable energy generation capacities. With the planned solar power plants,
the CO, emissions of electricity generation in Hungary can be reduced, thereby it
significantly contributes to achieving the goals set out in both the National
Energy Strategy and the KEHOP (increasing the proportion of decentralised,
environmentally friendly renewable energy sources in electricity generation and
reducing greenhouse gas emissions) and the climate protection objectives.

With its subsidiaries, National Public Utilities Ltd. carried out significant
infrastructure developments in its natural gas, electricity and district heating
divisions also in 2018 in order to ensure the long-term sustainable operation of
the national utility service system.

The MVM Group aims to become an active and key player in 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, MVM Partner Ltd. and
NKM Mobility Ltd. continued establishing a nationwide electric charger network
infrastructure operated by themselves in 2018.
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MVM North Buda Power Plant Ltd. installed a new electrically heated hot-water
boiler with a heat output of 30 MWth in 2018. Due to this project, optimal use and
utilisation rate are achieved for the three existing cogeneration units, less fuel is
consumed and, consequently, less air pollutants are emitted with an unchanged
heat output.

During optimum use, the technical maintenance of the gas turbines is also
ensured by the fact that despite their participation in system balancing by MAVIR
Ltd. (changing demand for electricity generation), the gas turbine units are able
to operate at constant load, because heat energy is generated by using the
electricity not needed by MAVIR Ltd. in the electric boiler.

Due to its operation at constant output and reduced supplementary firing, the
use of natural gas is reduced, resulting in lower air pollutant emissions and an
economic advantage is that the company needs to buy fewer CO, quotas.

Another energy policy advantage is that due to the electric boiler, the
controllability of the electricity side of the heating power plant is increased, thus
supporting the integration of weather-dependent renewable energy generation
into the electricity system. The security of supply of the district heating system
increases as well, because in an emergency the heating plant is capable of having
a heat output of up to 130 MW instead of the current 100 MW.

In 2018, MVM MIFU Ltd. installed a 2x25 MW heat transfer station at the Tatar
utca Heating Plant in Miskolc, in the direction of City Centre-Avas, in a public
procurement procedure, thus enabling a significant reduction in the operating
hours of the Avas PTVM 100 boiler. PTVM 100 boilers have lower energy efficiency
at lower outputs, resulting in higher fuel consumption. Using the heat transfer
station reduces the amount of CO, emissions and also the amount of electrical
house load. The total cost of the project was HUF 148 million.
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Table 10: Length of transmission and NKM distribution network lines by voltage level (km)

750 kV
single circuit
double circuit
proposed
400 kv
single circuit
double circuit
proposed
220 kV
single circuit
double circuit
proposed
120kV
single circuit
double circuit
of which total underground 220 kV

proposed

*The increase in 2018 was caused by the merger of the NKM Group.

268

268

2,979
1,590

1,389

1,394
805

589

199

85

268

268

2,983
1,590

1,393

1,394
805

589

199

85

268

268

—249**
2,983
1,590
1,393
275
1,394
805

589

1264
937

327

** Conversion of a 750 kV power line into 400 kV and turning it towards the Szabolcsbaka, Debrecen Jézsa and
Albertirsa substations (2019). This project shortens the length of the 750 kV transmission line (18,056 km left to
pylon No 48 + 084 km new) and lengthens the 400 kV single-circuit transmission line between Szabolcsbéka,

Debrecen Jozsa and Albertirsa.

BUSINESS OPERATIONS

Table 11: Losses on the transmission/distribution network in the MVM Group

Electricity fed into the transmission/

distribution network GWh 42,143 44512 47,337
Transmission/distribution loss GWh 399 473 798
Transmission/distribution loss percentage % 0.95 1.06 1.69

*The increase caused by the merger of the NKM Group.

RESEARCH AND DEVELOPMENT

Anumber of large industries are being transformed by new, bottom-up initiatives.
The generation, distribution and use of electricity, that is, the activities of the
MVM Group, may not be an exception to this. Companies that are not formers,
but observers of this change can only follow trends, which can significantly
reduce the market role of the company. In recognition of this, the MVM Group
founded its incubator company specialising in energy startups, Smart Future Lab
Ltd., in 2016. The organisation aims to embrace and support new energy ideas for
market penetration, thus it can help more efficient energy use and distribution
and can enable the MVM Group to enter new markets. In addition, new jobs may
also be created through the establishment and growth of startups.

Smart Future Lab Ltd. also provides seed funding to startups, so it is highly
important to carefully operate the project process before investment decisions
are made. In accordance with the principles of Act CXCVI of 2011 on national
assets, in order to ensure the responsible management of the assets of the
company, a 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
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Investment Policy adopted in April 2016, then reviewed and approved in 2018 by
the Sole Shareholder of Smart Future Lab Ltd, MVM Ltd., which regulates the
project activities and main areas of focus of the company as well as the main
steps and control points of the investment process in detail. Given that Smart
Future Lab Ltd. is a professional incubator, the company is engaged in continuous
consultation with certain business units of the MVM Group as potential customers
or customer contacts during the evaluation or development of individual ideas.

Using the knowledge base of the MVM Group, investment risk can be reduced;
therefore, continuous liaison is required with the business unit concerned in
connection with the progress and market penetration of the individual ideas. In
this connection, the MVM Group continuously collects feedback on the progress
of theindividual startups and, due to a more detailed knowledge of the customers’
expectations, there are also consultations about possible development directions
within the MVM Group.

Nowadays competitiveness influences the future of economic operators more
than ever before, and this can be best facilitated by forward-looking solutions
given and creative initiatives taken to meet the challenges of our age. However,
the potential inherent in technological preparedness and acquired knowledge
remains unexploited or becomes valueless within a short time in the absence
of catalysts such as support for research and development, specialist succession
planning and capital.

Recognising this, the MVM Group established its incubator company specialised
in energy startups, and part of this endeavour is to support innovation activities
through conscious organisation, setting important goals for them, via a function
that coordinates group-level innovation activities.

Assuming a role in research and development and innovation is inevitable. A good

example of this activity is the research work carried out by the National Office for
Research, Development and Innovation through the support of ‘FIEK_2016".

BUSINESS OPERATIONS

As a state-owned large company, the MVM Group is also proactively involved in
development processes in addition to research activities. The Group sees an
opportunity for modernisation by embracing new ideas providing solutions to real
problems, developing energy technologies to meet market demand and introducing
modern business solutions. It wants to provide a background for these with solid
financial foundations and motivated, skilled employees. In order to properly address
the relatively high risk of this activity, an accurate assessment of real market needs is
one of the key conditions of the innovation process, since ultimately the success of
the product or service may depend on it. It is important that the quantitative and
qualitative characteristics of the products developed are in line with local conditions,
the expectations of the target group or the needs of the international market. As a
result, a customer needs-driven approach by Management to innovation is a highly
important risk reduction factor in the area of innovation.

KOM Ltd. was established specifically for the implementation of the ‘Smart
Measurement Pilot Project’, which allowed the single examination of smart metering
of all utilities, and since the whole project required the development of a new
system, the whole operation of KOM Ltd. was determined by innovation and
problem solving as well as research in and the testing, development and adoption
of various technological solutions. This also means incorporating innovative
solutions that are involved by participating project members in their own systems,
where primarily IT developments have been implemented in this respect, but
developments within their own competence were also needed. The Management
of KOM Ltd. focused on gaining the widest range of technology and technical
experience possible during the Pilot Project in order to be able to contribute to the
future national extension of nationwide smart metering with the accumulated
experience. It can be stated that KOM Ltd. gained unparalleled experience in the
establishment of the central smart metering system for all utilities in Hungary, and
with this it has become a highly important professional workshop over the past few
years. This applies not only to the results of the Pilot Project delivered, but also means
the internal regulations, processes and cooperation models with partners, which
necessarily contributed to supporting the continuous research and development
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work. Itisimportant to note, furthermore, that KOM Ltd. also necessarily had to solve
countless technical problems during the development of the infrastructure, which
required specific solutions and minor improvements in many cases.

The Partners essentially expect the Pilot Project to provide detailed data, to
implement energy efficient operation, to reduce losses, to introduce alerts and to
minimise response time. The metering and analytical IT infrastructure established
allows these needs to be served.

Research and development are highly important for KOM Ltd. The Pilot Project is
specifically about this. The Pilot Project aims to channel the measurement
methodology of different infrastructures into a uniform platform, for which the
search for technologies and creative development are essential.

KOM Ltd. expects the experience from the technologies applied in the Pilot
Project and the developments to provide an appropriate basis for handling the

security challenges arising in the future, with special attention to the management
of small power plants.

ENVIRONMENTAL PROJECTS AND DEVELOPMENTS AT THE MEMBER
COMPANIES AND SUBSIDIARIES

In 2018, environmental projects and developments took place at the member
companies and subsidiaries listed below:

MVM Paks Nuclear Power Plant Ltd.

The low and intermediate level liquid radioactive waste generated during the oper-
ation of the Paks Nuclear Power Plant may be transported only in solidified form to
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the final repository established at Bataapati, so solidification must be ensured by
taking the relevant ‘packaging’ and acceptance requirements into account. As a
solidification method, the nuclear power plant chose the technology in which
waste is cemented in packages placed in metal containers containing four barrels of
waste. To apply it, special waste-cementing equipment is procured and a compre-
hensive transport and handling, service and safety technology infrastructure ensur-
ing its operation is established on the operational premises the nuclear power plant
established for this purpose. Under the multi-year project, which is expected to cost
HUF 3,625 million, the technological installation works are being completed. Before
commissioning planned at the beginning of 2020, commissioning work and tests
will be carried out in accordance with the stringent requirements of the authorities.

The continuously operating technological system that ensures the extraction and
separation of the oil vapour generated in the storage tanks of the oil medium that
serve the operation of the steam turbines of the Paks Nuclear Power Plant has
become old. Pollution caused by oil leakage and oil mist was regularly found
around the oil vapour extraction fans installed in the turbine engine room and in
the vicinity of the oil separator unit on the roof. The oil contamination deposited
as a result of the imperfection of surfaces deformed due to frequent maintenance
and repair, the obsolete design and low-efficiency oil separation posed an accident
hazard, increased fire risk and polluted the environment. In order to eliminate
potential oil contamination, new oil separators equipped with fans were installed
and put into service as an upgrade of the system. The project, which cost HUF 45
million, was practically completed in 2018 within the planned scope.

As part of the Targeted Safety Review carried out as a result of the Fukushima acci-
dent, the usability of the installed devices that measure possible radiation on and in
the vicinity of the site of the nuclear power plant was examined in situations arising
during an earthquake and complete loss of voltage. As a result of the review, the
installed measuring systems were reinforced against earthquakes; modifications
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serving 72-hour availability were made for the case of a complete loss of voltage;
measuring and measurement processing equipment was provided for accident pre-
vention activities; an information connection was provided for the backup accident
prevention facility; an autonomous data collection solution was established; and
equipment- and system-level refurbishment tasks accumulated during obsoles-
cence were carried out. Under the project with an expected cost of HUF 1,360 mil-
lion, the design works were completed and the manufacture of the equipment to be
installed is underway. The installation works will be carried out by the end of 2020.

In order to ensure the environmentally sound and stable long-term cooling supply
to the process ventilation and air conditioning systems of the Paks Nuclear Power
Plant, it has become necessary to replace the machines operating with an ozone-
depleting refrigerant in the cooling plant and, due to increased capacity requirement,
to modify the cooling system. Under the multi-year complex development project,
the design and installation works were successfully completed by 2018. Under the
project with a total cost of HUF 1,435 million, some of the commissioning and
measurement tasks will be performed in 2019. In the end, the cooling system
function, which complies with the laws and has appropriate capacity, will be ensured.

The Liquid Radioactive Wastewater Processing Technology is a complex, multi-
stage system for the purification of the activated and collected wastewater
generated during the operation of the Paks Nuclear Power Plant from radioactive
materials. On the basis of the operational experiences gained in the past period,
it became necessary to carry out a number of modifications and developments
on its components for improving operational efficiency, providing occupational
safety and protecting the employees’ health. The project of HUF 82 million was
completed in 2018. Due to its implementation, firstly, the technological base
reducing the long-term environment-damaging impact of the residual waste
improved and, secondly, the harmful factors affecting the worker group serving
the system and working in its vicinity decreased.
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The operation of the background radiation measurement and display equipment
installed decades ago in order to facilitate the activities of the Public Control and
Information Association operated by the municipalities in the vicinity of the Paks
Nuclear Power Plant, to relieve the fears of the population living near the nuclear
power plant from radiation and to build their confidence in the safe operation of
the nuclear power plant has become uncertain and burdened with breakdowns
by now. In 2018, new, modern equipment was procured and set up to the amount
of HUF 18 million, thus appropriately ensuring again the continuous protection
and information of the population.

MAVIR Ltd.

In 2018, projects totalling more than HUF 354 million were carried out in the
interest of environmental protection. In connection with this, the bases of
transformers No 4 in Gyér, No 1 in Felsézsolca and No 1 in Sandorfalva were
reconstructed and transformers Nos 1 and 5 in God were renovated. The oil
separation and acidification pits located at the Albertfalva, Békéscsaba, Debrecen
and Detk stations were renovated. In order to reduce the number of bird collisions,
bird diverters ensuring the better visibility of transmission line cables were
installed on the Szolnok-Szeged and Gyér-Vienna 220 kV and the Gydr-
Szombathely-Zurndorf and Albertirsa-Martonvasar-Szigetcsép 400 kV dual
transmission lines.

MVM OVIT Ltd.

The following developments and actions were carried out in 2018 under direct
environmental projects:
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Hazardous waste management: waste collection bins complying with the
relevant legal rules and, for the purpose of prevention, remediation materials
(oil absorbent granules and sheets) were procured on several sites. The total
value of the procurement was HUF 252,670.

Non-hazardous waste management: On several sites, waste collection bins com-
plying with the relevant legal rules were procured for the selective collection of the
packaging waste generated. The total value of the procurement was HUF 961,870.
Other: Parts washing equipment was procured for the motor vehicle
maintenance activity of the transport business unit for environmental
protection purposes. The project had a cost of HUF 677,315.

Rémai Office Building

The lighting modernisation programme was continued in 2018, under which the
compact fluorescent tubes on the third floor and P1 level in the building were
replaced with modern, energy-saving LED light sources.In 2019, their replacement
with energy-saving LED light sources will continue on the first and second floors
and P2 level of the building.

North Buda Power Plant Ltd.

The company installed an electrically heated hot-water boiler with a heat output
of 30 MWth in 2018. For more information on the project, see Section 5.6.1
Development and impact of infrastructure investments and services.

Vértes Power Plant

The company spent HUF 2.392 billion on performing mine reclamation activities
(of which the mine closure activity cost HUF 1.681 billion).
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NKM Group

NKM Natural Gas Distribution Ltd. planted young trees instead of previous old
ones on its Koppany utca Site in Budapest. Under the project, 36 ornamental trees
were planted (for HUF 4 million).

A new transformer was installed at the 120/20 kV Békés substation of NKM
Electricity Network Ltd. The existing base was demolished due to its condition
and a new insulated base was built for HUF 28.8 million.

The sewer network on the Szeged site of NKM North-South Natural Gas Network
Ltd. operated with several construction defects. Regular washing and pumping
were required. The sewers had inadequate diameters and were broken,
penetrated by tree roots, sloping in the wrong direction and leaking in several
places. In 2017, Szeged Waterworks Ltd. surveyed them with a camera and
levelled them, then made a reconstruction proposal for the defective sections.
The total value of the project exceeded HUF 25 million. In 2018, they replaced the
sections involved. As environmental elements of the Occupational Safety, Fire
Protection and Environmental Programme for 2016 to 2018, newsletters related
to environmental protection and energy management were published on a
shared news portal (e.g. awareness-raising information brochures).

Power plant control and output
AVAILABILITY AND RELIABILITY
ith its professional competence, the MVM Group contributes greatly to the
security of energy supply in Hungary. The main task of the MVM Group is to
provide energy to Hungary's population and businesses at low cost and reliably.

Taking into account that the MVM Group is a key, significant player of the
electricity sector and the only nationally-owned one, it is able to contribute to
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achieving the national energy strategy goals efficiently and substantially due to
its state ownership, allowing the Hungarian state to have not only regulatory, but
also ownership means at its disposal for achieving its objectives.

As the parent company of the MVM Group, MVM Ltd. attaches great importance
to the availability and reliability of the energy forms generated by the energy
generation member companies of the MVM Group. A simplified interpretation of
the availability indicator is whether the equipment is capable of generating
energy or not. Its more complex interpretation not only responds to the feedback
of generation capability over time, but also to the extent of the relationship
between generation capability and current demand.

The availability indicator is also an important element of long-term maintenance
contracts, where the contract value is used as an indicator subject to penalty.

A comparison of the forecast and actual availability indicators confirms the
satisfactoriness of operational and maintenance practices, or indicates the need
for interventions and the application of modifications in operational and
maintenance tasks. It can be established that it is necessary to devise fast-track
decision-making procedures (competence and responsible officer) for machine
failures, preparations for which are underway.

Generation equipment is, in general, expected to have an availability of over 96%,
that is, the annual downtime for maintenance and defect repairs should not be
more than 2 weeks.

At the fossil-based generation member companies of the MVM Group, the
availability indicator is also a constant element of the business policy objectives
as a centrally set requirement, which is also back tested and evaluated every half-
year and year. The availability of power plants and heating plants is monitored at
annual, quarterly, monthly and weekly levels through generation, productivity
and maintenance plans and weekly reports.
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Considering that the availability indicator is part of the business policy objectives,
the indicators are evaluated (and thus the need for interventions is established) at
management forums.

The most important consideration for energy consumers is the constant
availability of the energy to be used and, in terms of its quality, it is highly
important to avoid any suspension of its supply. Nowadays, the increase of the
consumers’ environmental awareness and their sustainability expectations are
also crucial, so increasing the share of renewable energy sources is given high
emphasis.

Given the prominent role of availability, it is very important to take into account
all scenarios arising during project planning, which are justified in the field of
domestic renewable-based energy generation. The consequences and positive
effects of the interaction of certain weather- and daypart-dependent energy
generation technologies and the possibilities of balanced energy generation
must be taken into account. We need to keep in mind the feasibility and economic
efficiency characteristics of the individual technologies and the vision of the
future coming from Hungary's legal and economic environment.

The still ongoing Renewable Programme fully demonstrated the commitment of
the MVM Group to renewable-based energy generation in 2018.

PAKS NUCLEAR POWER PLANT

The four units of MVM Paks Nuclear Power Plant Ltd. operated at a high average
capacity utilisation rate (89.23%) also in 2018. The company closed the year with
sales consistent with its business plan. Since the start of the operation of all four
units (1988), the individual and collective doses were the lowest in 2018, but the
work accident indicator of WANO (World Association of Nuclear Operators) was
also lower than ever before.
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At the end of 2017, MVM Paks Nuclear Power Plant Ltd. submitted its report on
the Periodic Safety Review to the Hungarian Atomic Energy Authority. In 2018,
the HAEA assessed that the review had been carried out in accordance with the
statutory requirements, and that the tasks and deadlines had been sufficiently
carefully set. This official assessment will be completed in January 2019, which
can also be considered to be the closure of the last 10 years of the nuclear power
plant over, identifying the key tasks for the next 10 years.

The further expansion of the renewable energy generation portfolio of the MVM
Group is well suited to the needs and expectations of environmentally aware
consumers, who are committed to sustainability. Progressing by following our
intentions and ideas, we want to implement facilities with significant capacity,
based on renewable energy sources.

CAPACITY INCREASE PLANNED AND INCREASE IN DEMAND EXPECTED IN
THE LONG TERM

In the best-case scenario, power plants in Hungary will have a gross installed
capacity of 11,146 MW in 2023. In the worst-case scenarios, it could be around 8,000
to 9,000 MW with a significant, 2,800 to 3,300 MW weather-dependent renewable
power plant portfolio. The expected peak load will be around 7,100 MW.

We may have assumptions at most about the implementation of small power
plants. A change in the regulatory environment may substantially affect the devel-

opment opportunities of small power plants based on the various energy sources.

The implementation of large natural gas-fired power plants shows considerable
uncertainty in the current market environment.

The planned operational start of the new nuclear power plant units is expected
after 2026.
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Trends in the past decade, including the impact of the economic crisis on
consumption and the unfavourable rates of return of large natural gas-fired
power plants, result in the postponement of power plant construction, leading to
declining investor intensity on the source side of the electricity industry. Many
factors may affect the dynamics of further increase in demand, thus making
predictions more difficult, but the need for developments in the medium and
mainly long term cannot be questioned.

The current Energy Policy intends and is expected to commission two large
capacity (1,262 MW) base-load nuclear power plant units in the second half of the
2020s. The planned operational start of the new units is expected after 2026.

The diversification of Hungary's power plant fleet (‘energy mix’) may increase the
security of supply and, at the same time, may also reduce energy vulnerability.
The MVM Group contributes to the development of an appropriate energy mix
by increasing its participation in renewable energy generation. Therefore, it has
launched its Renewable Programme, which will expand the renewable portfolio
of the MVM Group with a total installed solar power capacity of about 100 MW,
on 110 project sites.

Practice of demand side balancing

he domestic electricity system is balanced essentially by changing the loads

of power plants. At the same time, it is also possible to intervene on the
consumer side by changing the consumption structure. The domestic electricity
system wants to encourage a more active involvement of consumers also by
economic instruments, thus consumer response can be both directly (balancing
control) or indirectly (rates) influenced. The former is commonly referred to as
‘nighttime electricity’. In the case of the latter, different consumer prices apply to
consumption in peak and off-peak periods, thereby encouraging consumption
in periods with lower loads. In the case of more dynamic demand side balancing
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based on IT and infocommunications solutions, no extensive practice can be
reported in Hungary yet, but it is important to point out that in addition to
market processes supporting the spread of demand side balancing (e.g. spread
of smart metering and decentralised electricity generation), the more active
involvement of consumers in the energy supply system has been given high
priority also among the European Union's energy policy efforts, thus allowing
demand side balancing to be given a wider role in maintaining system balance
in the medium term.

It is a proof of the commitment of MVM Partner Ltd. to energy efficiency that it
introduced a management system under Hungarian Standard MSZ EN 1SO 50001,
which integrated an energy efficiency approach also into the general approach
and operational processes of the company.

MVM Partner Ltd. is constantly looking for potential consumers in cooperation
with whom it becomes possible to implement dynamic demand side balancing
based on modern technologies. The Small Power Plant Control Centre of MVM
Partner Ltd. plays a prominent role in this. It is engaged in the coordinated sale of
electricity generated by smaller generation units and, based on these experiences,
is preparing for a more active involvement of consumers in the regulatory market.
In the past period, a one-year pilot project has been launched in cooperation
with a retail chain to assess the possibility of involving the consumers concerned
in the market of system level services from a technical and economic point of
view. In addition, the development of a new power plant by the MVM Group,
which provides an opportunity for the practical application of balancing by
consumption, was integrated into the Small Power Plant Balancing Centre.

Indirectly linked to this activity, MVM Partner Ltd. participates in increasing energy
efficiency in Hungary also through providing its value-added services. Such
services include energy audits, the establishment of an energy management
system and preparation for certification under Hungarian Standard MSZ EN I1SO
50001, and energy efficiency consulting.
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Decommissioning of the nuclear power plant

he decommissioning of nuclear facilities includes the maintenance,

monitoring and protection of facilities after shutdown, as well as the
implementation of the administrative and technical activities necessary for the
termination of supervision by the nuclear safety authorities, up to and including
the dismantling of the facilities.

The Paks Nuclear Power Plant started its operation in 1982 with the commissioning
of the first unit. The fourth unit has been in operation since 1987. The procedure
aimed at extending the service life of the nuclear power plant from 30 to 50 years
was finished, so the licensee is expected to shut down the fourth unit of the
power plant in 2037. The reference scenario adopted in the plans prepared by
the Radioactive Waste Management Non-profit Limited Liability Company for the
decommissioning of the Paks Nuclear Power Plant is the protected conservation
of the primary circuit for 20 years.

It can be ensured by regularly reviewing and, as required, updating the
decommissioning plan of the nuclear facility that it follows the changes in the
requirements of the nuclear safety authority and the development of technology.
In accordance with the national programme providing grounds for the
management of radioactive waste and spent fuel assemblies in Hungary
(Government Resolution No 1459/2016 of 24 August 2016), the decommissioning
plan must include a decommissioning schedule, if necessary, the duration of
protected conservation, and the final state of decommissioning in line with the
long-term utilisation plans of the site. According to the provisions of the Atomic
Energy Act, a government-appointed body ensures that the tasks related to the
decommissioning of the nuclear facility are carried out. Authorised by the
government, the Hungarian Atomic Energy Agency established Radioactive
Waste Management Non-profit Company on 2 June 1998 for performing the
above tasks, which was transformed into Radioactive Waste Management Non-
profit Limited Liability Company (RHK Ltd.) on 7 January 2008.
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Thus, anindependent organisation responsible for radioactive waste management
was established in Hungary, the duties and responsibilities of which are defined by
law. Under the Atomic Energy Act, the Central Nuclear Fund (the 'Fund’) was set
up, which, as a segregated state fund, provides funding for the tasks related to the
management of radioactive waste and spent fuel as well as the decommissioning
of nuclear facilities. The costs of spent fuel and radioactive waste management
have to be borne by the entity at which these materials are generated, through
payment to the Fund.

BACKGROUND

The preparatory activities related to the decommissioning of the Paks Nuclear
Power Plant started in 1993 by the preparation of a study on the decommissioning
of Units 1 and 2. The Preliminary Decommissioning Plan, prepared in 1997, also
covered the decommissioning of all four units and the Interim Spent Fuel Storage
Facility. These plans were prepared by the licensee of the facility, Paks Nuclear
Power Plant Ltd. In 1998, as a result of a legislative change, RHK Ltd. took over the
preparatory activities related to decommissioning, and the Fund has been
providing funding for the updating of the Decommissioning Plans since then.

Atfirst,therewasnotenough experience andinformation onthe decommissioning
of nuclear facilities in Hungary. Therefore, RHK Ltd. considered it necessary to
have the completed documents reviewed and commented on, for which the
assistance of the experts of the International Atomic Energy Agency (the ‘IAEA)
was requested. The documents were reviewed in three topics:

devising a decommissioning database structure;

calculations for the activation of the reactor vessels and their internal structural
elements;

review of the decommissioning plan.
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As a result of the reviews, the IAEA expert’s reports were completed, the recom-
mendations of which were taken into account during further preparatory activities.

Between 1993 and 2012, the preliminary decommissioning plans caused to be
prepared by both Paks Nuclear Power Plant Ltd. and RHK Ltd. still examined six
different decommissioning alternatives. Since in many cases they were very
similar to each other in terms of both cost and waste, it was decided to reduce
the number of alternatives. As a result, the subsequent analysis examined only
the following two internationally accepted and applied alternatives:

immediate decommissioning;
deferred decommissioning with the protected conservation of the primary
circuit for 20 years.

For determining the decommissioning costs of the facility, the cost code system
used to calculate the decommissioning costs of nuclear facilities devised by three
international organisations (the OECD Nuclear Energy Agency, the International
Atomic Energy Agency and the European Commission) was taken as a basis.

As part of the 2012-2014 review, a radiological baseline assessment of the techno-
logical systems and building structures of the nuclear power plant was completed,
the activation calculations of the biological protection of the reactor was reviewed
and certain chapters of the decommissioning plan were updated in 2012.

The preferred alternative for the decommissioning of the Paks Nuclear Power
Plant envisages the protected conservation of the primary circuit for 20 years and
subsequent decommissioning. The ultimate goal to be achieved as a result of the
decommissioning activities is to make the site usable, while maintaining certain
restrictions.

The new nuclear power plant units to be established at the Paks site are expected
to be operational until the mid-2080s. It is advisable to coordinate and optimise
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the decommissioning strategy of the six units on one site later, which may lead to
an increase in the protected conservation period for the current four units.

TIMING OF THE DECOMMISSIONING PROCESS

The period from the shutdown of the units to the completion of decommissioning
activities can be essentially divided into four stages. The schedule for each stage
is shown in Table 12. The first stage, referred to as a transition period, will start
from the date on which Unit 1 is shut down and will last until the last spent fuel
cartridge is delivered to the Interim Spent Fuel Storage Facility. Taking into
account the time intervals between the start-up of the units and assuming they
will be shut down in the order of being started up, this period will last about 10
years.

By the end of the transition period, a valid decommissioning licence must be held
and the licensee’s rights will also be transferred between Paks Nuclear Power
Plant Ltd. and RHK Ltd. at that time.

The transition period will be followed by Decommissioning Phase |, which, in the
preferred decommissioning alternative, includes the protected conservation of
the entire controlled zone for 20 years and the decommissioning/dismantling of
the free zone.

The activated and contaminated technological components and building
structures will be decommissioned and dismantled in Phase Il. The planned
duration of Phase Il is 8 years.

Phase Il is essentially composed of the demolition of the already inactive
buildings, the cutting up of the reactor equipment, waste treatment, the
rehabilitation of the site and an ultimate radiation protection survey. The planned
duration of Phase Illis 11 years.
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Table 12: Schedule for the deferred decommissioning alternative of the Paks Nuclear Power Plant

Transition period 2032.01.01. 2041.12.31.
D'ecomm'lssmmng Phase | - Protected conservation, 20420102, 2061.12.30.
dismantling of the free zone

Decommissioning Phase Il — Decommissioning and

dismantling of activated and contaminated facility parts 20620102, 2069.1231.
Decommissioning Phase Il - Dismantling of inactive facility parts  2070.01.01.  2080.12.31.

TRANSITION PERIOD

During the transition period, the licensee of the facility is MVM Paks Nuclear
Power Plant Ltd. Its most important tasks are to maintain nuclear safety and, once
the spent fuel cartridges are cooled down, to deliver them to the Interim Spent
Fuel Storage Facility.

At that point, the operation of the facility will be finished and it will be prepared for
protected conservation. As part of this, decontamination operations will be carried
out in order to reduce the dose rate. This means, among other things, the
decontamination of the autonomous circuit, the drainage of systems, the removal
of working media, and the cleaning of the wall and floor coverings of the rooms.
During the transition period, the licensee will also have the following major tasks:

review of operating instructions;

preparation of a redundancy plan;

processing of operational waste;

delivery of the fuel cartridges kept in the holding pond to the Interim Spent
Fuel Storage Facility;

participation in the transfer of the licensee’s rights.
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In addition to the above tasks, the radioactive waste processing activities must be
completed and the waste of this type must be transported to the National
Radioactive Waste Repository. An essential element of the activities to be carried
out during the transition period is a radiological survey required for preliminary
planning.

In addition to the radiological survey required for planning the decommissioning
tasks, a survey of hazardous materials (flammable, explosive and toxic substances
and asbestos) must be carried out during the transitional period.

Pursuant to Government Decree No 314/2005 of 25 December 2005 on
environmental impact assessment and integrated pollution prevention and
control permit procedures, an environmental permit is required for performing
decommissioning activities. After the preliminary assessment procedure, an
environmental impact assessment procedure must be conducted before the
preparation of the final version of the Decommissioning Plan.

The licensee’s rights will be transferred between MVM Paks Nuclear Power Plant
Ltd. and RHK Ltd. in two steps (Units 1 and 2, then Units 3 and 4). Simultaneously
with the permitting procedures, setting up a project management organisation
responsible for decommissioning will be started within the organisation of RHK
Ltd. The project management organisation will be responsible for the
comprehensive management of the decommissioning process. Its high-priority
tasks include obtaining approvals, selecting suppliers, performing contracting
activities, performing project and sales tasks, and training. The tasks of the
organisation will end upon the completion of the decommissioning activities.

The fundamental purpose of decommissioning planning is to determine the
expected costs of decommissioning based on reliable data in the first stages of
planning, that is, during the operation of the facility. Cost calculations must cover
all activities related to decommissioning, including activities preparing,
implementing and supporting decommissioning alike.
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International recommendations are available to support determining the
decommissioning costs and to standardise them at international level [8.1], which
have been prepared using experience gained from actual decommissioning. The
calculation and settlement methods used to determine the decommissioning
costs of the Paks Nuclear Power Plant have also been prepared by taking the
international recommendations into account. The costs of decommissioning are
set out in Chapter 8 of the 2016 Preliminary Decommissioning Plan. The expected
total cost of the reference scenario is HUF 338.48 billion at 2013 base price.

Pursuant to Section 62 of Act CXVI of 1996 (Atomic Energy Act), the Fund set up
specifically for this purpose is required to finance the establishment and operation
of storage facilities for the final disposal of radioactive waste, the interim and final
disposal of spent fuel, and the decommissioning of nuclear facilities. The
management body of the Central Nuclear Fund is the Ministry led by the Minister
authorised to make decisions on the fund. Pursuant to Government Decree No
215/2013 of 21 June 2013, the body designated to perform the activities to be
financed from the Fund is RHK Ltd.
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In the case of the nuclear power plant, the costs of the final disposal of radioactive
waste, the interim storage of spent fuel, the closing of the nuclear fuel cycle and
the decommissioning of the nuclear facility are to be borne by the licensee.

The licensee of the nuclear power plant is obliged to cover the costs of the final
disposal of radioactive waste, the interim storage and final disposal of spent fuel,
and the decommissioning (dismantling) of nuclear facilities by making monthly
payments to the Central Nuclear Fund.

The payments have to be determined in such a way that the costs of processing
the radioactive waste and the decommissioning costs can be fully financed from
the Central Nuclear Fund. The calculations required to determine the amount of
payments are carried out by RHK Ltd. on the basis of Section 2 of Government
Decree No 215/2013 of 21 June 2013. The amount payable annually by the
nuclear power plant is determined in the Central State Budget Act.
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PROTECTION

n the course of its activities, the MVM Group has impact on both the natural and
the built environment. Therefore, when its operations are planned, it is an
important consideration to reduce the environmental load and to achieve resource
efficiency. The Environmental Policy of the MVM Group ™ provides a framework for
environmental protection and the pursuit of sustainability principles, such as
taking a life cycle approach into account, following objectives to minimise the
impact on the environmental media and ecosystems and to reduce pollutant
emissions, and following the principles of precaution and responsible care. The
structure of this chapter follows the guidelines of the GRI Standard, so it is based
on the eight material topics identified, which are as follows:
Materials Water

Energy Biodiversity

Supplier environmental

Effluents and waste
assessment

Emissions Compliance

The purpose of the environmental chapter is to present an overall picture of the
performance of the companies of the MVM Group with major environmental
impact. Such environmental impactis assumed primarily in the case of companies
that use a considerable amount of primary energy sources during their operation,
release emissions and effluents into the environment (which can be air pollutants,
noise, effluents polluting surface or subsurface waters or perhaps the soil,
electromagnetic or radioactive radiation, or the generation of a considerable
amount of, sometimes hazardous, production waste or radioactive waste), or
have any perceivable impact on biodiversity.

10 mvm.hu/kozerdeku-adatok/szakmai-informaciok/kornyezetvedelem/

ENVIRONMENTAL PROTECTION

The Sustainable Development Goals (SDGs) are also useful as guidelines for
environmental protection. The activities of the MVM Group also help the
achievement of six SDGs that primarily include environmental protection
objectives. These are 6. Clean water and sanitation; 7. Affordable and clean energy; 9.
Industry, innovation and infrastructure; 12. Responsible consumption and production;
13. Action against climate change; and 15. Protection of terrestrial ecosystemes.

To improve water quality, to protect and improve water-related ecosystems, to
reduce the possibility of pollution and to reduce the use of water are areas in the
case of which the MVM Group contributes directly to the achievement of the
Sustainable Development Objective related to clean water (SDG 6). In the course
of all of its activities, including land restoration and remediation, the MVM Group
seeks to maintain biodiversity and to protect ecosystems.

The commitment of the MVM Group to increase the proportion of renewable
energy sources, both in terms of energy output and energy used, contributes to
achieving SDG 7 (Affordable and clean energy).

Sustainability and the reduction of emissions from energy generation are central
objectives for the MVM Group, thus supporting the objectives of SDG 9. In 2018,
the direct carbon dioxide emissions of the MVM Group decreased by more than
12%, even with the merger of the NKM Group.

In order to improve its environmental performance, the MVM Group carries out
continuous developments. In 2018, it achieved results in several fields, in
particular, technological upgrades, modifications, the upgrade of monitoring and
control systems, the energy upgrade of buildings, increasing the number of
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electric company cars and increasing the share of renewable energy sources in
the energy used for energy generation purposes, thereby contributing to the
goal of Sustainable cities and communities (SDG 12).

SDG 13 aiming to act against climate change can also be tracked in the
development, regulatory and operational decisions of the MVM Group. Good
examples for this are the operation of the EIR systems of and the efforts made by
its member companies to increase resource efficiency and their objective to
develop its follow-up monitoring, which are presented in the chapter. The
conservation of resources is highly important in the case of materials, energy and
water alike, and the member companies consider this in making each of their
decisions.

The MVM Group contributes to achieving Goal 15 serving the Protection of
terrestrial ecosystems in many respects. At all stages of its operations, great
emphasis is laid on the protection of natural values. It monitors the possible
adverse impact of the activities on the natural and built environment not only in
the case of the operation of the power plants, but also in respect of networks and

ENVIRONMENTAL PROTECTION

areas after the abandonment of activities, and takes steps to mitigate them. The
multi-year bird protection programme is to be pointed out, which not only
reduced the impact associated with the activities, but also has an effect on saving
and preserving species.

Environmental impact is constantly monitored by the MVM Group. In addition to
emissions, effluents and uses, the number of cases received due to environmental
impact and handled in the complaint handling process can provide a good
assessment of the extent of environmental impact. Eight such complaints were
received by the MVM Group in 2018, all of which concerned noise emissions
involving MAVIR Ltd. (2 complaints), NKM Ltd. (4), MVM OVIT Ltd. (1) and the Paks
Nuclear Power Plant (1).

The individual topics of the chapter (uses, emissions, effluents, biodiversity and
supplierenvironmental assessment) present the data and results of the companies
the environmental impact of which can be perceived and evaluated in the given
area. The scope of companies may vary according to the subject-matter of the
section and its relevance assessed for the companies. In this chapter, less emphasis
is given to companies engaged in administrative, office activities, which affect the
state of the environment to a significantly lower or negligible extent as a result of
their activities.

Quantities used

y monitoring, tracking and developing the quantities of materials, energy and

water used, the MVM Group constantly improves its environmental
performance. By doing so, the MVM Group takes major steps towards its objective
also set out in its Environmental Policy, that is, rationalising the use of natural
resources. The results of material, energy and water consumption are evaluated
every year, and the necessary regulatory changes can be made as part of the
revision and supplementation of the Environmental Policy.
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QUANTITIES OF MATERIALS USED

In performing its complex activities of the MVM Group, the member companies
use a wide variety of materials. The appropriate rate of material use is extremely
important for both environmental and economic considerations. Procurement
planned for optimum use can prevent unnecessary accumulation, thus, among
other things, the risk of possible environmental damage events arising from
storage and the amount of waste can also be reduced.

There was no significant change in the quantity of auxiliary materials used in the
MVM Group in the past 3 years. Of the principal materials used, the quantity of

sulphuric acid and hydrochloric acid decreased in 2018.

Table 13: Main auxiliary materials used

lime hydrate (tonnes) 2556 1781 208.0
hydrochloric acid (tonnes) 584.6 516.3 462.0
sulphuric acid (tonnes) 4.1 55 2.74
sodium hydroxide (tonnes) 2152 197.8 2556
PCB-containing oils (tonnes) 0 0.1 0
transformer oils (tonnes) 18.8 19.0 61

The auxiliary materials used vary for each member company due to their different
activities and the different technologies used.

The materials used in large quantities at the nuclear power plant consist of
process chemicals and mainly auxiliary materials related to maintenance. The

ENVIRONMENTAL PROTECTION

main process chemicals are hydrochloric acid, sodium hydroxide, boric acid,
hydrazine hydrate, ammonium hydroxide, sulphuric acid, acetic acid, calcium
oxide, sodium chloride, rofamin TD, nitric acid and iron (lll) sulphate. Nearly 1,000
materials are used from auxiliary maintenance materials. PCB-containing oils are
not used. The increased amount of transformer oil in 2018 is due to the integration
of the NKM Group, which uses a large quantity.

In addition to the auxiliary materials, the MVM Group is a significant fuel user. In
2018, it consumed 1,609,343 litres of petrol (2017:1,243,522; 2016: 1,136,002 litres)
and 2,529,241 litres of diesel oil (2017: 1,838,087; 2016: 1,936,293 litres). The
increase in fuel consumption is due to the merger of the NKM Group into the
MVM Group.

Figure 3: Quantity of fuel used in the MVM Group

Quantity of fuel used (litres)
3000 000
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The quantities of materials used are determined by group-level regulations
applicable to all recognised member companies and regulations adopting them
to the member company level, which include the responsible officers for the
individual activities and the rules and regulations to be observed.
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In the NKM Group, the electricity distribution companies use transformer oils and
the natural gas distribution companies use various hazardous oil-containing prod-
ucts (screw lubricating spray, drilling, cutting and broaching spray, and lubricants)
in addition to their typical material flows, and water, energy and fuel consumption.

QUANTITY OF ENERGY USED

The proper management of energy is not only a domestic, but also a global
interest, which the MVM Group also considers highly important. In accordance
with the relevant legislation, the obliged member companies of the MVM Group
(MVM OVIT Ltd., Rémai Office Building Ltd., ATOMIX Ltd., MVM North Buda
Power Plant Ltd., MVM GTER Ltd., MVM MIFU Ltd. and MVM Ltd.) have each
been employing an energy specialist since 2017, and several member companies
concerned established their Energy Management System (EMS) under Hungarian
Standard MSZ EN ISO 50001:2012 in 2016.

The quantities of energy used by the individual members of the MVM Group vary
greatly, depending on their activities. The most energy is used by the activities of
MVM Paks Nuclear Power Plant Ltd., the NKM Group and MVM OVIT Ltd.

In the case of the NKM Group, natural gas is used for two main purposes other
than energy generation: one is the amount of gas leaked during natural gas supply
to the sites and pipeline ruptures and the illegal taking of gas, and the other is the
use by technology, which is an amount resulting from the heating of pressure
regulators and the repair, maintenance and commissioning of distribution lines.
The electricity purchased also consists of two parts: one is the electricity consump-
tion of the sites and the other is the amount used in the operation of pressure
regulators and corrosion protection stations. Water use data is based on the use of
drinking water at our sites. In order to ensure compliance with the law and the
efficiency of energy management, the companies of the NKM Group distributing
natural gas and electricity have introduced and operate Energy Management Sys-
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tems certified in accordance with Hungarian Standard MSZ EN 1SO 50001:2012.
The quantities of energy used by the MVM Group are set out the following table:

Table 14: Quantities of energy used by the MVM Group (TJ)

Quantity of energy used for energy generation purposes 175,035 172,290 160,701

Fossil energy sources (for energy generation purposes) 4,327 4,920 4,087
Natural Gas 4,234 4,727 4,022
Distillate oil/heating oil 93 193 65
Coal 0 0 0

Renewable energy sources 276 291 278
Biomass 7 0 3
Wind 187 165
Water 269 52 34
Solar 52 76

Nuclear energy sources 170,432 167,079 156,336

Quantity used for purposes other than energy generation 4,555* 4,549 4,839
Natural gas 70 77 144
House load 4,050 3,902 3,731

Electricity 3,445 3,342 3,208
Heat (steam/hot,water) 605 560 523
Purchased 324 460 835
Electricity 324 419 453
Thermal energy - 41 382
Quantity of energy used from fuel 110 110 129

*The 2016 figure was modified to reflect energy use from vehicle fuel.
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In most cases, the source of the data shown is metering (with calibrated settlement
meters), calculations in some cases and estimation in the case of one member
company. With the introduction of the EMS, the accuracy of the data shown and
monitored has increased.

MVM Ltd. uses the following indicators for the Energy Performance Indicators
(EPIs). The changes from 2014 are shown in the table:

quantity of fuel consumption per distance travelled in kWh/km;

ratio of total net renewable electricity output to total net electricity output;
ratio of renewable installed electrical capacity to total installed electrical
capacity.

In respect of petrol consumption, the indicator shows an improving trend as fuel
consumption has decreased compared to the distance travelled. By contrast,
there was an increase in the specific consumption of diesel fuel, with a rise in
consumption compared to kilometres covered. One possibility to reduce fuel
consumption is to increase the number of electric cars in the fleet.
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Figure 4: Average energy use of the motor vehicle fleet of the MVM Group (1st EPl indicator 1)

EPlindicator 1: Consumption per distance (kWh/km)
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The ‘ratio of the total net renewable electricity output to the total net electricity
output’shows a slight decline due to a decrease in hydroelectric power generation,
since the power plant was built on a mountain brook and as its discharge decreases
due to particular climatic conditions, electricity generation stops.
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Figure 5: Share of renewable electricity (EPl indicator 2)

EPIindicator 2: Ratio of total net renewable electricity output
to total net electricity output (%)
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The MVM Group is committed to using renewable energies, and this is reflected
in the indicators related to renewable energy generation. The ‘ratio of renewable
installed electrical capacity to total installed electrical capacity’ indicator
significantly increased compared to 2017, which can be explained by the capacity
increase in 2018.

Figure 6: Share of renewable capacity (EPI indicator 3)

EPIindicator 3: Ratio of renewable installed electrical capacity
to total installed electrical capacity (%)
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In order to efficiently operate the energy management system, MVM Ltd.
regularly carries out energy planning. This process is in line with the Energy Policy
of MVM Ltd. The energy planning process includes an overview and analysis of
the activities of the company that may have an impact on energy performance.

The energy intensity of the MVM Group decreased by more than 20% compared
to 2017. The indicator shows the extent of energy use as a function of net

turnover.

Figure 7: Energy intensity of the MVM Group
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The reason for the decrease in 2018 was the inclusion of the NKM Group in group-
level net sales, which is used in the calculation of the indicator. In addition,
another reason for the changes is a possible deviation in the operating time of
the machines or, in certain cases, a change in the weather conditions. In the case
of Vértes Power Plant Ltd., as a result of the closure of the mine and the
suspension of the operation of the power plant, energy use is significantly lower
than during their operation; in 2017, it consisted primarily of electricity and heat
energy purchased for maintaining the sites.
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The optimal and efficient use of energy is also highly important for the MVM
Group. The topic is important for every member of the MVM Group, but the
projects reducing energy use are less relevant in the case of the companies
operating in leased offices. These include the member companies of, among
others, MVM ERBE Ltd., MVM Partner Ltd. and MVM BSZK Ltd. Raba Energy
Supply Ltd. is in a similar situation: this member company leases equipment on
the site of Raba Holding plc, the development and expansion of which falls
within the competence of the owner. Rdba Energy Supply Ltd. submits a
development plan in connection with it to the owner every year. NRG Finance
Ltd., which, as the legal successor of EETEK Ltd., focuses on conservation, is in a
special situation.

With regard to a significant part of its activities, MVM NET Ltd. also operates in a
leased office building, where the reduction of energy use cannot be monitored,
but it has a programme aiming to increase energy efficiency. In 2018, a heat
recovery system was installed with a buffering solution on its Janoshegy site
under a pilot project. With the help of the heat energy stored in the buffer, some
of the energy needed for air conditioning is planned to be saved. At present, tests
are underway, which are expected to be completed between May or June 2019.
Using the measurement data, recovery calculations are performed. The expected
energy savings are 0.5 to 1.5 MWh/year.

ATOMIX Ltd. contributed to reducing the energy used by the MVM Group by
upgrading its building, replacing light sources, replacing an industrial washing
machine and purchasing an electric vehicle.

In 2018, MVM OVIT Ltd. replaced several old, obsolete motor vehicles (with high
fuel and oil consumption and pollutant emissions) used for work on the
transmission lines with a more modern model equipped with an EURO 6 engine.
In addition, lighting was upgraded and improved on several sites, which most
often meant the replacement of the previous conventional light sources with
with energy-saving ones.

ENVIRONMENTAL PROTECTION

NKM Electricity Distribution Ltd. upgraded office buildings on three of its sites
in order to increase energy performance. One hundred LED lighting fittings were
installed under a lighting upgrade project in Békéscsaba, window and split air
conditioners were replaced in Szeged, and doors and windows were replaced in
Kecskemét. With the projects, 18,800 kWh of energy savings were achieved.

NKM Natural Gas Distribution Ltd. continued its boiler refurbishment and
pump replacement programme also in 2018. Two gas boilers (worth HUF 29
million) were purchased for the Salgdétarjan ut Site, which will be installed in the
spring of 2019. As part of the programme, four energy-saving pumps are also
installed (worth HUF 2 million).

In order to reduce its energy use, NKM North-South Natural Gas Network Ltd.
upgraded the cooling and heating system on its Szeged site and modified the
heating system in Tatabdnya by replacing the boiler and separating the heating
of buildings with different heat requirements.

In the case of NKM Oroszlany Service Provider Ltd., six buildings were
connected to district heating in Oroszlany and Bokod, thus the estimated energy
savings for consumers and at national level were 259 GJ/year. As part of the
upgrade of the energy systems of the office building in Oroszldny, thermal
insulation was added to the fagcade and the doors and windows were replaced.
Expected energy savings: 223 GJ/year."

In order to reduce energy use, MAVIR Ltd. replaced transformers at some of its
substations, upgraded the heating control of outdoor switching cabinets and
upgraded area lighting control. The measures aimed at reducing energy use
include the supplementation of the criteria of the procurement and project
implementation processes with energy considerations. In addition to ensuring

11 Annual report of the energy specialist
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environmentally aware and sustainable operation, it is also a goal to develop the
attitude of the staff. In order to ensure this, the MVM Group constantly seeks to
optimise its operation and to use energy efficiently.

At MVMI Ltd., the process electricity consumption of the servers was 1,345,513
kWh with 1,243 servers (1,082.47 kWh/server) in 2018. By comparison, in 2017, the
process electricity consumption of servers was 1,384,199 kWh with 1,141 servers
(1,213.14 kWh/server).

On the Litér and Sajoszoged Power Plant Sites of MVM GTER Ltd., the
indoor, and on the Lérinci Site, the outdoor, indoor, machine room and
workshop hall lighting systems were replaced with low-consumption and
efficient LED lighting. At the Bakony Power Plant, the lighting system was
upgraded in the turbine hall.

MFGT Ltd. increased its energy efficiency by implementing the frequency
changer revolution control and frequency changer control of the K3 cooling fans
(Kardoskut Natural Gas Storage Facility).

QUANTITY OF WATER USED

The water demand and water use of the members of the MVM Group are
different in quantity, frequency and type, so their impact on this environmental
medium ranges from little to significant. In the case of certain companies, there is
only office and domestic water demand; in the case of power plants, process
water is used; and in the case of Paks (303-2), in addition to the previous uses, the
Danube is also involved to a significant extent through its water used for cooling.
Reducing the use of water and preserving the water resources in good condition
are highly important for the MVM Group; therefore, it seeks to prevent water
pollution and to use water economically. Water use is limited to domestic water
use in the case of certain member companies.

ENVIRONMENTAL PROTECTION

The Paks Nuclear Power Plant maintains and operates its hydraulic facilities on
the basis of the provisions of its consolidated water operating licence.

Groups of water use by the power plant:

waters used for cooling, all of which is returned to the recipient, the Danube,
make-up process water supply,

domestic water supply,

fire water supply.

The cooling water of the 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 Csdmpa (stratum water), and water to the
fire water systems is supplied from bank-filtered wells.

Subsurface waters

As the largest plant using raw water in the country, the nuclear power plant takes
special care to protect the quality of water. The volume of cooling and process
water supplied from surface water abstraction was 2,737.72 million m’ in 2018,
which represents a specific water use of 0.174 m’/kWh.

The primary objective of the cooling water system is to cool the condensers, which
is not related to the nuclear processes of energy generation and is also free from
chemical treatments. The water abstracted from the Danube then physically treated
(filtered) is returned to the recipient after use in practically unchanged quality. The
discharged cooling water does not cause heat pollution in the recipient Danube, it
increases only the heat load on the river, because the rate of increase in water
temperature does not upset the ecological balance. To this end, the official permits
specify the maximum temperature gradient and the maximum water temperature
in the Danube. The nuclear power plant complied with these limits in 2018, too.
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The use of cooling water depends largely on the amount of water that can be
recycled (reusable), which is dependent on the water temperature of the Danube
as an external factor.

The impact of cooling water (used water) returned to the Danube on the bank-
filtered water resources is monitored by the monitoring system established by
the nuclear power plant. The analytical results of the detection system installed
at six points along the Danube, which comprises probes under the riverbed and
monitoring wells specially installed in the section between the power plant and
the mouth of the Si¢ Canal, demonstrate that the effluents of the power plant
do not have any impact on the existing and potential bank-filtered water
resources.

The sanitary sewage generated in the plant area from domestic water use is
discharged through the sanitary sewage treatment system of the power plant.
The sewage treatment line operates by full biological treatment involving total
oxidation and activated sludge technology. The excess sewage sludge discharged
is conveyed to a sludge desiccation bed after thickening. The efficiency of sewage
treatment is regularly checked by the control unit of the plant. The volume of
sanitary sewage generated and treated in 2018 was 72,541 m’.

The technology at the wastewater treatment plant includes two sewage
treatment lines, of which the second has a deep aeration system. The blowers are
controlled by the dissolved oxygen concentration measured in the aeration
ponds. The pumps in the equalising basin operate with frequency control. The
refurbished sewage treatment line No Il can meet the total wastewater treatment
needs of the nuclear power plant, while line No | is the backup.

The sewage generated in the northern part of the expansion area of the nuclear
power plant is conveyed to the sewage treatment plant of the town of Paks
through a low-lift pumping unit and the sewer system. The pollutant
concentrations in the sewage met the relevant standards.

ENVIRONMENTAL PROTECTION

Water sources significantly affected by withdrawal of water

The process equipment of the Lérinci Power Plant is cooled with water taken
from the cooling pond through heat exchangers. The whole quantity of the water
heated in the external cooling loop is returned to the pond, where it cools back.
The water needed for the production of demineralised water at the L&rinci Power
Plant comes also from the cooling pond, and the resulting concentrate is also
discharged back, which does not cause any environmental damage.

In the case of MVM MIFU Ltd., the water demand of the power plants (domestic,
process and fire water) is met from the mains operated by MIVIZ Ltd. No water is
used for process purposes at the gas engine power plants and the Tatar utca
Heating Plant. The recipient of the sanitary sewage generated at the power plants
is the public sewer.

Groundwater sampling and laboratory analyses were carried out by the accredited
laboratory of the Environmental Protection and Nature Conservation Inspectorate
for Northern Hungary under a contract of agency. On the basis of the parameters
tested for (pH, temperature, total dissolved salt content, chemical oxygen
demand and oil content), the quality of the effluents conformed to the relevant
threshold values at the point of discharge.
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The total water use of the MVM Group by source and the total volume of recycled

and reused water are shown in the following table:

Table 15: Total water use in the MVM Group (000 m’)

Total water use
Cooling water use
surface water
subsurface water
mains drinking water
other (e.g. industrial water)
Process water use
surface water
subsurface water
mains drinking water
other (e.g. industrial water)
Domestic water use

mains drinking water

Total volume of recycled
and reused water

Total proportion of recycled
and reused water (%)

2,638,570.98
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

115,479

438

2,694,371.76
2,661,142.31
2,661,052.31
0.00
0.00
90.00
32,885.95*
32,736.10
2792
25.64
96.29
343.50

343.50

125,998

4.68

2,758,622
2,736,094
2,736,094

0

0

0

22,032%
21,935

29

20

48

496

496

128,465

4.66

*The reason for the increase in 2017 and 2018 is taking the water use data of the Uz Valley Hydro Power Plant into

account since 2017.
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It is important to specifically note water abstraction and the water sources
affected by it, which are relevant in the case of certain members of the MVM
Group. The members of the MVM Group operate only wells that are provided
with valid water licences. In their case, the water quality regulations are periodically
reviewed in accordance with the statutory conditions or the requirements of the
licence.

Emissions and effluents
EMISSIONS

he MVM Group is committed to reducing gaseous pollutant emissions from

its operations. The members of the MVM Group hold valid licences for gaseous
emissions, and the emissions always comply with the orders of the authorities
and the technological limits set.

Air pollutants, waste generation and noise emissions are important among the
emissions of the NKM Group. Gas may be released into the soil and the air as a
result of the leakiness of the gas supply system. In addition to constituting an
explosion risk in certain gas-air concentrations, this also upsets the balance of the
environment. Gas leaking into the soil reduces its oxygen content even in small
amounts, thus damaging the surrounding vegetation. Keeping the gas supply
system in a gas-tight condition is a top priority.

The authority set the emission requirements of MVM North Buda Power Plant
Ltd. in the Integrated Pollution Prevention and Control Permit of the site. The
operation meets the requirements described in the permit and set in the relevant
legislation. The company has the emissions checked by an accredited laboratory
every year, during which ithas never been measured yet that the limitis exceeded.
No complaint has been received about air pollution since the start of the operation
of the power plant.
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MVM GTER Ltd. prevents extraordinary air pollution by complying with the
technological specifications, maintaining the equipment and preventing
breakdowns. The concentration values of the air pollutants emitted by the gas
turbines did not exceed the emission limits prescribed by the relevant legislation
and also set out in a decision by the environmental authority with jurisdiction in
the area. The company also has the air quality test of the gas turbine performed
by an accredited laboratory every year. In order to reduce nitrogen oxide
formation, demineralised water is injected into the combustion chamber of the
gas turbine. Low sulphur-containing distillate oil is used for reducing sulphur
dioxide emissions. Carbon monoxide emissions can be kept at a low level by
firing with a large volume of excess air.

Vértes Power Plant Ltd. has been suspending its electricity generation activity
since 1 January 2016 and did operate a point source of air pollution in 2018. The
ash lagoon was continuously sprinkled during the land reclamation process in
order to prevent non-point pollution from dust emissions. In areas not affected
by land reclamation, spontaneously established vegetation and the sludge water
prevent dust emissions. Among its quality policy goals, the company undertakes
to regulate, monitor and reveal critical activities that have significant actual or
potential environmental impact. The audits of the management system proved
that its operation was implemented in compliance with the Management's
expectations also in 2018.

Of the facilities of MVM MIFU Ltd., the Hold utca Combined Cycle Power Plant,
the Tatar utca Heating Plant and the Tatdr utca Gas Engine Power Plant belong to
the European Union'’s trading system of greenhouse gas emission allowances.
The primary energy source of the power plants is natural gas, and direct emissions
resulting from this (carbon dioxide, nitrogen oxide and carbon monoxide) are
dominant. The pollutant emissions of each of the Hold utca Combined Cycle
Power Plant and the Tatar utca Heating Plant (PTVM-50 boilers) are monitored by
a continuously operating emissions measurement system. The data is recorded in
a retrievable way. The measurement systems are regularly calibrated. An
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accredited laboratory checks the air pollutant emissions of the point sources of
the gas engine heating power plants once a year under a contract of agency. The
annual checking performed by an accredited laboratory also includes the point
sources of power plants that have continuously operating monitoring systems.

The emergency power sources operated at certain companies of the MVM Group
(for example, MAVIR Ltd.) can be classified among point sources with gaseous
emissions. However, their operating time is so short that their emissions are not
detailed in the Report, but the amount of gas leaked from switchgear containing
SF, gas is quantified.

Similarly to other members of the MVM Group, the air pollutant emissions of
MVM Oroszlany Power Plant Development Ltd. are below the emission limits
due to the modern technical technology (e.g. burners with low NOx emissions),
compliance with the BAT technology and the high efficiency of the boilers
(97.5%). The quality policy objectives of the company include mitigating the
environmental impact and organising its activities in an environmentally aware
way. The procedures for preventing and reducing emissions correspond to the
best available techniques. The air quality impact area of the boiler building can be
delimited by a circle with a 1,850 m radius around the point source. The tasks of
the company in 2018 were implemented in compliance with requirements of the
Management.

The following table includes the carbon dioxide emissions of power plants, the
carbon dioxide equivalents of the petrol and diesel oil used, methane emissions
from the flaring and venting of natural gas, as well as the CO, equivalent of the
refill of metal-clad equipment, circuit breakers and measuring transformers with
sulphur hexafluoride (SF).
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Table 16: GHG (greenhouse gas) emissions of the MVM Group

CO, emissions from power plant sites tonnes 239,523 268,657 222,258
CO, emissions from vehicle fuel use*  tonnes 7,977 7,505 10,054
from the use of petrol tonnes - 3,333 4,313
from the use of diesel oll tonnes - 4172 5,741
CO, equivalent of methane emissions* tonnes 0** 0** 4,990

methane emissions from mines tonnes - 0 0
remesmeoRionos gme - o
nmaetar;:lngeaesmissions from venting tonnes e or* 23
CO, equivalent of SF, gas* tonnes 12,446 8,862 10,572
Metal-clad equipment kg
make-up quantity kg 521 314 310
Circuit breakers and measuring kg
transformers

make-up quantity

Gases used in the calculations: carbon dioxide, methane, dinitrogen oxide, HFC, PFC, SF,
and NF,. The calculations were based on WBCSD GHG Protocol Scope 1.

* Expressed in CO, (CO, equivalent: 1 litre of petrol = 0.00268 tonne of CO,; 1 litre of diesel oil = 0.00227 tonne of CO,;
1 tonne of CH, = 21 tonnes CO,; 1 tonne SF, = 23,900 tonnes of CO,)
**2016 and 2017 figures are re-published due to reinterpretation of the emission source: methane emissions only
from venting natural gas.
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The development of the four main sources of direct emissions is monitored by
the MVM Group. The carbon dioxide emissions from power plant sites decreased
in 2018.

Figure 8: Emissions of power plants
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Figure 9: Emissions from vehicle fuel use
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Figure 10: Methane emissions
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*In 2018, venting had to be carried out during a breakdown in November.
**The 2016 and 2017 figures are re-published for the reason stated under indicator 305-1.

Figure 11: SF, emissions
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Indirect emissions include the carbon dioxide equivalent of purchased electricity
and house load, as shown in the following table.

ENVIRONMENTAL PROTECTION

Figure 17: Carbon dioxide emissions of the MVM Group (kilotonnes)

2016 2017 2018
Carbon dioxide emissions from house load 304 295 288
from the use of natural gas - 4 8
from the use of electricity - 291 280
Carbon dioxide emissions from purchased energy 28 37 40
from the use of electricity - 37 40

The calculations were based on WBCSD GHG Protocol Scope 2.

The MVM Group determines the GHG intensity of its activities depending on its
electricity and heat output.

Figure 18: GHG (greenhouse gas) intensity of the MVM Group
2016

2017 2018

GHG intensity (tCO, eq/TJ) 451 4.84 432

Values were calculated for Scope 1.

There were 20 alternative-driven vehicles in the motor vehicle fleet of the MVM
Group in 2018. Of the 20 vehicles, 14 are purely electric, 5 are hybrid and 1 is
hybrid/electric/petrol-powered. At present, there are currently two purely electric
vehicles in the commercial vehicle fleet of the MVM Group under 3.5 tonnes.

NKM Electricity Distribution Ltd. took steps to reduce its greenhouse gas emissions
by switching fuel. Ten Pedelec partly electric-powered bicycles were procured for
transport between the Szeged sites, for which 22 docks were built with solar
chargers. In 2018, seven electric cars were purchased, which are suitable for

INTEGRATED REPORT | 2018

305-4 W

3055 W



group

transport between regional centres. Charging consoles were set up in the
regional centres to charge them. The charger set up in the Szeged Regional
Centre is connected to a 22 kW solar panel, so it fully operates with renewable
energy. In addition, five chargers were installed in nearby cities.

In order to reduce air pollution and to prevent leaks on the gas distribution
pipeline, NKM North-South Natural Gas Network Ltd. checks the compliance of
pipe joints, performs the proper sealing of the flanges, regularly inspects the
network with measuring instruments and performs the planned reconstruction
of the gas distribution network.

In order to reduce the number of corrosion leaks affecting the gas distribution
network, HET-MIR collects data in the technical information system on gas
distribution network failures, breakdowns, gas leakage, gas outage and the amount
of natural gas released into the air during breakdowns. Based on comparisons with
computerised risk assessment, project proposals are to be prepared for the next
year(s) for the renovation of gas distribution pipelines and pressure control stations.

| [~y &

)/
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Most of the leakages and gas leaks on the gas distribution network appear on
steel pipelines without active protection, which account for 1.9% of the total
length of pipelines. During the design of additional cathodic protection work,
information on the condition assessment of the steel pipelines and test results
(e.g. insulation) are also taken into account. Based on the results of these tests, it
is possible to determine the pipeline sections that can be economically protected,
which may affect the order of the pipelines planned to be renovated.

Pressure regulation and reception stations constitute strategic elements in the
operational activities of NKM North-South Natural Gas Network Ltd., because
failures in them may result in the loss of municipalities, parts of municipalities or
areas to natural gas supply, may pose an accident hazard due to the lack of
pressure or overpressure, or may case gas leakage (escape of gas). In 2018, 18
stations underwent refurbishment to an investment value of nearly HUF 21 million.

During their activities, the member companies of the MVM Group emit the
following air pollutants:
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Table 19: Air pollutant emissions in the MVM Group

Air pollutant emissions VOC
sulphur dioxide kg 5,800 15774 1,028 based on total energy output kg/GWh  0.00 0.03 0.04
nitrogen oxides kg 255,410 302,478.9 266,843.8 based on energy output from fossil sources  kg/GWh 0.00 044 0.80
particulates kg 2,069.6 1,061.0 16715 PCDD/PCDF
voc' kg 0.0° 477.0 699.0 based on total energy output kg/GWh  0.00 0.00 0.00
PCDD/PCDF kg 0.0 0.0 0.0 based on energy output from fossil sources  kg/GWh 0.00 0.00 0.00
Total energy generated GWh 17,3980° 174721 159328 TSy o o gt O eisions neet 1o be messtred et egulatrychanges
Energy output from fossil sources GWh  1,203.9° 1,078.1° 868.7 ;TDi‘wzxégféulations are based on the energy generated in 2016 and 2017.

(including biomass)

Sulphur dioxide emissions In the case of the members of the MVM Group engaged in administrative 3056 B
activities, such as Romai Office Building Ltd., the above table includes a summary

of the emissions relating to the building, while for power plants, the emissions

based on energy output from fossil sources kg/GWh — 10.0 15 12 associated with both the buildings on the site and energy generation. The MVM

Group also emits other ozone-depleting substances during its activities, the

amount of which decreased in 2018.

based on total energy output kg/GWh 0.0 0.1 0.1

Nitrogen oxides emissions
based on total energy output kg/GWh  10.0 17.3 16.7
) Table 20: Quantity of ozone-depleting substances emitted (kg)
based on energy output from fossil sources kg/GWh  250.0 280.6 3053
Particulates

based on total energy output kg/GWh 10.0 0.1 0.1 fill quantity 708.32 694.65 7,008.78

based on energy output from fossil sources kg/GWh  250.0 1.0 1.9 make-up quantity 0.00 0.00 1,297.00

group
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EFFLUENTS

The MVM Group seeks to prevent adverse environmental impact and to reduce
risks to an acceptable level.

Table 21: Water effluents in the MVM Group (‘000 m’)

Cooling water effluents 2,637,205 2,653,803 2,737,161
natural water body 2,637,205 2,653,803 2737161
sewers 0 0 0
infiltration into the soil 0 0 0

Process wastewater/used water 577 32,282* 21,327*
natural water body 155 32,273 21,282
sewers 5 8 9
infiltration into the soil 417 1 36

Domestic sewage 271 297 969
natural water body 110 101 88
sewers 82 194 880
infiltration into the soil 79 2 1

* Process water use greatly increased in 2017 and 2018 compared to 2016. The reason for it was that the 2017 and 2018
figures also include the water use data of the Uz Valley Hydro Power Plant owned by MVM Future Energy S.R.L.

Only sanitary sewage and no process wastewater are generated during the
activities of MVM North Buda Power Plant Ltd.

ENVIRONMENTAL PROTECTION

In the case of MVM Oroszlany Power Plant Development Ltd., too, the goal is
to reduce the amount of sanitary sewage effluents, to which the modern technical
technology of the boiler building contributes. The process water is circulated in a
closed system, the boilers do not require that the water be drained, so it is carried
out only during maintenance, as required. In addition to process wastewater, a
small quantity of sanitary sewage is also generated at the plant.

The sanitary sewage generated at the sites of Vértes Power Plant Ltd. was
decreasing in proportion to the decrease of the staff of the company.

Hungarian Gas Storage Ltd. transfers the stratum water abstracted during its
activities to MOL Hungarian Oil and Gas plc, all of which it re-injects into the
ground (disposes of it). In accordance with the law, the stratum water is re-
injected without treatment into the strata from which it was abstracted. The total
hydrocarbon content of the abstracted water is not measured at present. At a
given pressure and temperature, the abstracted stratum water is saturated with
methane. The volume of vented and flared hydrocarbons and gas is less than 1%
of the total output. The company is investigating the introduction of a
methodology for quantifying hydrocarbon content. The volume of abstracted
stratum water is shown in the following table.

Table 22: Volume of abstracted stratum water (m’)

Hajduszoboszld 2,425
Zsana 9,686
Pusztaederics 1,702
Kardoskut 393
Total 14,206
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Two different systems operate for flaring at the four gas storage facilities of MFGT
Ltd. At the two smaller storage facilities (Kardoskut and Pusztaederics), the flare is
burning continuously, while at the two larger storage facilities (Zsana and
Hajduszoboszl¢), the flare is not burning continuously. On the latter two sites,
recycling ‘waste gases’ into the system was achieved years ago. At these storage
facilities, the flare will be lit only if the system is vented, that is, when the flow
direction of the gas changes (switching from withdrawal from storage to injection
and vice versa).

So natural gas is not discharged from a single storage facility without burning
under normal operation. Unburned natural gas can escape from the system only
in the event of a breakdown, as occurred in the case of one at Hajduszoboszlé in
November 2018. (One point six tonnes of unburned natural gas was discharged
from the system during venting preventing a fire))

Cﬁ ENVIRONMENTAL PROTECTION

Table 23: Volume of vented and flared gas (m’)

2016** 2017** 2018*
Volume of vented gas 0 0 31,840
Volume of flared gas 376,615 373,060 558,339

*1n 2018, venting had to be carried out during a breakdown in November.
**The 2016 and 2017 figures are re-published for the reason stated under indicator 305-1.

The well servicing process is planned every year, but the resulting drilling waste,
that is, the volume of sludge, cannot be planned in advance. In 2018, the 321.96
tonnes of aqueous drilling fluid resulting from the process was always dumped at
landfill. Due to the number and nature of well works, the amount of drilling fluid
was larger in 2018.

WASTE

The MVM Group seeks to use the resources efficiently and to minimise the
generation of waste. Every member company performs its activities in accordance
with the environmental protection laws in force, paying attention to the
prevention of waste generation, the reduction of the quantity and hazard level of
the waste generated, and the proper disposal of waste.

The goal is safe and environmentally-friendly operation with the least possible
use of the environment, which is also facilitated by continuously monitoring the
quality and quantities of waste generated. The following table shows the
quantities of waste generated by waste type and by treatment method applied.
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Table 24: Quantity of waste generated in the MVM Group

Non-hazardous waste tonnes 12,667.1 28,046.0 40,713.1
textile waste tonnes 0.5 0.0 0.5
metal and metal-containing waste tonnes 581.1 25,304.5 25,885.6
construction and demolition waste tonnes 7,189.5 22297 94192
paper, cardboard and wood waste tonnes 99.1 195.7 294.8
other tonnes 4,796.9 316.1 5113.0

Hazardous waste tonnes 1,487.5 366.8 1,854.3
oil and oil-contaminated waste tonnes 794.3 236.0 1,030.3
PCB-containing waste tonnes 0.2 0.0 0.2
waste chemicals and solvents tonnes 812 84.2 1654
rechargeable and non-rechargeable batteries and toners tonnes 24 1.1 35
waste of electrical and electronic equipment tonnes 19.2 25.5 447
asbestos-containing waste tonnes 50.2 0.3 50.5
packaging waste tonnes 375 55 43.0
sludges tonnes 174.0 30 177.0
other tonnes 3285 11.2 3397

Production waste tonnes 0 2.6 2.6
Solid ash tonnes 0 26 26
Fly ash tonnes 0 0 0
Gypsum tonnes 0 0 0

In 2018, 19,647.2 m’ of municipal waste was removed from the sites of the MVM Group.
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The MVM Group handed over the hazardous waste always to an appropriately
licensed waste management agency, which provided for its recovery or disposal.
The ratio of recovery to disposal turned around in 2016, and this ratio further
improved in 2017 and 2018.

Figure 12: Waste management

Waste generated in the MVM Group by treatment method

2016 2017 2018

Transferred for recovery B Transferred for disposal

The quantities of waste generated during the operation of the gas turbines of
MVM GTER Ltd. is low due to the low number of operating hours and back-up
role of the gas turbines. The waste generated is treated and disposed of in
accordance with the legal rules and other orders of the authorities.

In the case of the NKM Group, construction and demolition waste, gas meters
and demolished wood poles and scrap transformers represent significant waste
streams during construction and reconstruction work. At the electricity
distribution company, a record is kept of phase-shifting capacitors installed on
PCB-containing medium- and low-voltage transformer stations, and they are
removed on a scheduled basis.

ENVIRONMENTAL PROTECTION

Hazardous and non-hazardous waste is generated on the site of MVM North
Buda Power Plant Ltd. in connection with scheduled preventive maintenance,
but its quantity is low. It is stored in special containers in a manner excluding
environmental pollution until its transport out of site by specialist companies
holding relevant licences.

At Vértes Power Plant Ltd., the waste generated during the performance of
mine closure (land reclamation) tasks was important also in the reference year. In
addition to the tasks related to the land reclamation obligation, the recovery of
the waste materials generated is a high-priority topic.

Due to its operation, MVM Oroszlany Power Plant Development Ltd. has no
regular waste generation. The small amount of waste generated during
maintenance is removed from the site by the maintenance contractor. The
transport of the municipal waste out of site is ensured by Vértes Power Plant Ltd.

At MVM MIFU Ltd., the subcontractors carrying out the works remove the hazard-
ous waste generated during the maintenance of the power plants from their sites
as their own waste and ensure their management. Of the non-hazardous waste,
only municipal waste was generated, which was collected in collection bins placed
out for this purpose, and they were emptied by the public waste management
service provider. The company is constantly paying attention to using long-life
auxiliary materials at its facilities, thus reducing the generation of hazardous waste.

MVM NET Ltd. has valid subcontracts for the management and disposal of non-
hazardous electronic, copper cable and lead battery waste generated.

Oil transformers pose the greatest risk in the area of NKM Electricity Network Ltd.,
as the ageing of their sealing may result in oil leakage, but damage caused by
lightning, vandalism and damage due to oil theft have also occurred. The task of
the employee detecting the event is to contain the pollution (they have
emergency recovery packages for this), to notify their supervisor and the

INTEGRATED REPORT | 2018

306-3 W



group

environmental organisation, who will organise the remediation. In 2018, 12
unusual incidents occurred: in six cases, vandalism (oil theft); in four cases, olil
leakage; in one case lightning stroke; and in one case, the waste transporting
contractor damaged the cooling ribs of a scrapped transformer during loading.
Every time, the site was cleaned up, followed by sampling and analysis. After
remediation, accredited analyses demonstrate the success of remediation. The
total remediation cost was HUF 3.3 million in 2018.

As described in the Natural Gas Supply Act, its implementation decree and the Gas
Distribution Pipeline Safety Code, the company has to have an organisation that
carries out and directs breakdown response 24/7/365 within its own organisation,
which is suitable for eliminating emergencies arising during an unexpected failure
of the distribution pipeline (escape or leakage of gas) and to respond to
emergencies occurring on the service lines and user equipment. When breakdown
response is organised and directed, the following must be ensured:

staff should arrive at the scene of the breakdown on the distribution line and
emergency response should be started within 1 hour of receiving a report on it,
as far as possible;

staff should arrive at the scene of the breakdown on service lines and/or user
equipment and emergency response should be started within 2 hours of
receiving a report on it.

Duties of the breakdown recovery and standby service:

eliminating breakdowns and escapes of gas;

taking the measures necessary for the security of gas supply in the event of an
accident or fire;

investigating carbon monoxide poisoning and the suspicion of carbon
monoxide poisoning in the case of real properties supplied with natural gas;

if necessary, limiting the off-take of gas by certain gas users and protecting life
and property;

ENVIRONMENTAL PROTECTION

participating in the investigation of events (accidents and fires) that endanger
the security of regional and local gas distribution and gas consumption and
events that have occurred;

ensuring the continuity of gas supply (on distribution pipelines, gas meters and
pressure regulators);

notifying the parties concerned of centrally ordered gas curtailment;

fulfilling the reporting obligations.

The specifications of the Alert Plan have to apply to responses to unusual incidents
that exceeds the capabilities of the personnel specified in the above code.

NOISE

There are a number of activities in the operation of the MVM Group that results
in noise emissions. The member companies concerned fully comply with the
legal rules and try to perform their activities in such a way that the population
livingin thevicinity of the sites are exposed to the least possible noise. Nonetheless,
all of the complaints received about environmental issues in 2018 related to
noise. Member companies reduce their noise emissions through regular noise
measurements and, in certain cases, noise reduction projects.

The most common activities with noise impact are the operation of transformers,
the operation of pressure regulators of gas networks and noise effects from
transport and loading.

The pressure regulators used to reduce the gas pressure and transformers generate
noise at the NKM Group. Measures have already been taken to reduce noise
emissions from district pressure regulators and transformers in residential areas. The
noise emission standards must be observed when pressure regulators are
overhauled and when new ones are constructed, noise tests must be carried out as
necessary and appropriate noise reduction measures must be taken to reduce noise.
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Environmental protection at the Nuclear Power Plant
CONVENTIONAL ENVIRONMENTAL PROTECTION
6.3.1.1 Conventional atmospheric emissions

As a result of its technology, the Nuclear Power Plant has very low air emissions,
as nuclear-based electricity generation does not emit greenhouse gases,
particulates, fly ash or other air pollutants. There are several technologies the
operation of which involves air pollution on the site of MVM Paks Nuclear Power
Plant Ltd.:

back-up diesel generators used for emergency power supply,
diesel-driven fire water pumps,

storage of diesel mobile generators and handling of serious accidents,
oil vapour extraction and separation.

The nuclear power plant complied with the air quality control requirements also
in 2018. The negligible carbon dioxide emissions of the nuclear power plant from
its operation greatly helps Hungary in climate protection and in fulfilling its Kyoto
undertakings.

Hazardous production waste

In 2018, 400.57 tonnes of hazardous waste was generated at the power plant,
mainly oil-contaminated waste (rags and sludge), waste oil, packaging waste and
transport packaging contaminated with hazardous materials (e.g. transport
packaging including paint, oil and chemicals), foaming agents, oily water, process
chemicals, waste borax, asbestos insulation and electronic waste. At the beginning
of 2018, 18.86 tonnes of hazardous production waste was stored at the waste
collection site of the plant. In 2018, the fate of 396.17 tonnes of hazardous

ENVIRONMENTAL PROTECTION

production waste was provided for: 156.51 tonnes was handed over to licensed
contractors for recovery and 239,66 tonnes for disposal. As at 31 December 2018,
23.25 tonnes of hazardous waste was stored at the Waste Collection Site of the
Plant. Changes in the quantity of hazardous waste are essentially determined by
the amount of scheduled maintenance and refurbishments.

Non-hazardous production waste

Large quantities of various types of production waste are generated during
power plant maintenance, which are collected selectively. Major non-hazardous
production waste types of the nuclear power plant are paper, metals, wood, rock
wool, cables, glass and plastic. The majority of the collected paper waste and
metal waste are recycled from the industrial waste material depot of the nuclear
power plant. Non-hazardous production waste is collected separately from other
waste generated on the site, ata designated collection pointand in the designated
warehouses.

The quantity of non-hazardous production waste on the site of MVM Paks Nuclear
Power Plant Ltd. was 31.75 tonnes at the end of 2018. In 2018, a total of 1,131.67
tonnes of non-hazardous production waste was generated during the activities
of MVM Paks Nuclear Power Plant Ltd. (In addition, 50.34 tonnes of non-hazardous
production waste was stored at the beginning of 2018.)

In 2018, MVM Paks Nuclear Power Plant Ltd. provided for the recovery of 61.61%

of its non-hazardous production waste (697.53 tonnes) and for the disposal of
434.73 tonnes (38.39%).
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NUCLEAR ENVIRONMENTAL PROTECTION
Radioactive waste

Radioactive waste is the inevitable by-product of nuclear-based electricity
generation; its treatment, interim storage and final disposal must be ensured.
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 waste. Among radioactive waste, low and intermediate level solid
radioactive waste, high level solid radioactive waste and liquid radioactive waste
are distinguished. All three kinds of waste may be generated during the activities
of MVM Paks Nuclear Power Plant Ltd.

In 2018, 462 drums were filled with low and intermediate level solid radioactive
waste (of which 385 drums with low and 77 with intermediate level solid
radioactive waste). This number is 68 drums lower than in the previous year and
remains below the average quantity over many years. As at 31 December 2018,
together with the quantity generated in previous years, the power plant stores
9,539 200-litre drums containing low and intermediate level solid radioactive
waste in temporary storage facilities.

From the beginning of the existence of the power plant until 31 December 2018, 4867
m’ net (10246 m’ gross) of high level solid radioactive waste was generated at Paks
Nuclear Power Plant. Of this, 0.15 m’ net (0.25 m’ gross) was generated in 2018, equivalent
to the amount of high level solid radioactive waste generated in 2017.

In 2018, a total of 213 m” of evaporation residues, 21.6 m’ of spent primary circuit ion
exchange resin and 144 m’ of active solvent mixture were generated from
wastewater. Thirty-four drums of oily diatomite pellet waste was generated from
the diatomite pellets used for the filtration of contaminated oils and organic solvents
during operations so far, until 31 December 2018. The amount of boric acid solution
used, filtered and recycled during the operation of the power plant was 28,538 m’.

ENVIRONMENTAL PROTECTION

Environmental audit

The fundamental objective of nuclear environmental monitoring was in 2018,
too, firstly, to continuously monitor the emission of radioactive substances from
the power plant and, secondly, to comprehensively study their direct appearance
in the environment.

The Operational Environmental Radiation Protection Monitoring System of the
nuclear power plant is responsible for demonstrating also with direct
environmental measurements that the power plant has no greater impact on the
environment than allowed during normal operation. The radiation protection
monitoring of the environment of the power plant is based partly on telemetry
systems and partly on laboratory tests of samples. The laboratory tests cover both
the environmental media and the elements of the food chain. This means the
processing and measurement of about 4,000 samples per year.

As in previous years, a type-tested and calibrated dosimetric system was used at all
measuring points for measuring the dose rate of ambient gamma radiation also in
2018. Type A and G stations are located within a 1.5 km and type B24, 125 and C
stations are located within a 30-km radius of the power plant. A POR TL
environmental dosimeter containing ALO, pellets is installed at type C stations and
at measuring point L25, while a BITT RS03/232 measuring probe is installed at type
G stations. At stations A1 to A9 and B24, the POR TL ambient dosimeters and BITT
RS03/232 measuring probes used for continuous monitoring provide data
simultaneously. It can be established that it is not possible to deduce the
contribution of the nuclear power plant from the ambient TL dosimetric data for
2018.The same is shown also by the long-term, monthly averages of the 10-minute
measurement results of the BITT probes. This is in line with the conclusion that
may be drawn from the normal operational atmospheric discharge of radioactive
materials, according to which the contribution of the power plant is lower by
orders of magnitude than the dose rate and fluctuation of natural background
radiation, so it cannot be detected by direct dosimetric methods.
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Figure 13: Measurement data of the radiation protection system of the Paks Nuclear Power Plant (2018)
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As regards the direct environmental appearance of the released radioactive
isotopes, it can be observed that they were not detectable in above-ground air
samples, even with very sensitive test methods, 1 to 2 km away from the power
plant at type A stations. During the year, there was no detectable artificial
radioactive isotope from nuclear power plant in fall-out samples.

No radionuclides from the power plant were found in any of the mud samples
taken from the Danube and in the soil and grass samples taken in the vicinity of
the stations. No radioactive isotopes from emissions could be detected in the
water and mud samples of the fish ponds either. The annual average increment
caused by the radioactive substances discharged into the Danube was, after
complete mixing, lower than 1.0 Bg/L for tritium and lower than 0.1 mBg/L for all
other radionuclides combined. No radioactive isotopes from emissions could be
found in milk and fish samples.

Biodiversity

he preservation of biodiversity is one of the prerequisites for the survival of

human existence, which has become, at the same time, a major economic
factor and an increasing bottleneck. Biodiversity ensures the survival and renewal
of the resources without which the formation of soil and the nutrient and
hydrological cycle would not be possible.

For this reason, as a participant in society, the MVM Group also takes the
preservation of biodiversity into account during its operational and land
reclamation activities.

The majority of the companies of the MVM Group are engaged in activities in
areas where no significant adverse impact from the operation of the facility on
wildlife needs to be expected. The sites are located primarily in industrial areas,
with perhaps outer areas or agricultural areas in their immediate vicinity.

ENVIRONMENTAL PROTECTION

However, in the case of MVM OVIT Ltd., 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.

Of the properties of Vértes Power Plant Ltd., there are Natura 2000 areas next to
the M-depo and Inclined Shaft sites of the Markushegy Mine where land
reclamation was completed in 2018, in the area of the Many 1/a Mine awaiting
land reclamation and in the vicinity of the Bokod Cooling Pond”. In addition, the
Vértes Landscape Conservation Areais located in the area of the Vértes Mountains.

The Litér Power Plant of MVM GTER Ltd. was established 400 m from Mogyords
Hill belonging to the Lake Balaton Uplands National Park. Within a 5 km radius of
the site are Hajméaskér Torokesapds, the Kadarta dolomite fields, the County Hill
and Szentkirdlyszabadja classified as Natura 2000 areas. The Girincsi Great Forest
is 1.2 km and the Kesznyéten Landscape Conservation Area is about 6.8 km from
the Sajdszoged Power Plant. There is no larger protected area within the impact
area of the Lérinci Power Plant. Protected areas belonging to the Natura 2000
network and located further away are Kopasz Hill near Petéfibanya and Somlyé
Hill near Apc. Nature preservation areas of special importance closest to the
Bakony Power Plant are Kab Hill and the Devecser Széki Forest.

12 According to Section 2(i) of Government Decree No 275/2004 of 8 October 2004 on areas of nature conservation
significance in the European Community,‘Natura 2000 area’means an area of significance for the Community, which
has been approved by the European Union in a Commission or Council decision under Article 4(2) of the Habitat
Protection Directive.

INTEGRATED REPORT | 2018



group

There is no area valuable from a nature conservation point of view in the close
vicinity of the Pécs site of MVM Green Generation Ltd., a photovoltaic power
plant established in the area of the sludge reservoir of the Pécs Power Plant. The
installation site is located next to an ecological corridor. The TUskésrét Nature Trail
is found in its close vicinity. The educational trail is located in the operational area
of the Danube-Drava River National Park Directorate. There are Natura 2000 areas
in the wider vicinity of the installation area.

There are no protected nature conservation areas or ones of European importance
near the Sopronkovesd Wind Power Plant.

As a state-owned company, MAVIR Ltd. 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.

The existing grid is operated and new transmission lines and substations are
established always in a natural environment, which represents major
responsibilities for the company. Full compliance with the environmental
regulations represents an appropriate basis for voluntary ‘green’ company-wide
programmes. The near-natural maintenance of clearing corridors was introduced
along the routes of transmission lines for experimental purposes. In order to
maintain biodiversity, MAVIR Ltd. joined the Unobstructed Sky Agreement, under
which it undertook to take bird protection considerations into account during
the expansion and operation of the transmission network. It seeks to prevent
collisions and allows safe hatching on the pylons for protected birds. By organising
conferences and other forums, it pays attention to learn the latest research on,
and publication and application of, bird protection.

Cooperation agreements were concluded 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
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the due tasks of cleaning clearing corridors and continual maintenance, which
allow, by taking nature conservation interests into account, the management of
areas under the high-voltage transmission lines of MAVIR Ltd., which require
maintenance.

It holds general nature conservation licences issued by the county nature
conservation authorities for the maintenance of transmission line sections
affecting protected nature conservation areas of national importance.

NKM Electricity Network Ltd. has taken a number of measures to protect birds,
significantly contributing to the fact that 27% of the medium-voltage pylons in its
network, or 29,953 pylons, have become bird-friendly. In order to avoid collision
injuries of birds, devices increasing visibility are installed on the network.
Unfortunately, there is a risk of electric shock besides collisions on a live,
operational electricity network. In order to avoid this, structural elements are
installed on new networks in such a way as to reduce the risk of electric shock. In
the case of existing networks, the risk of potential electric shock is mitigated by
covering surfaces under voltage that is dangerous to birds. The company spent
HUF 45 million on bird protection work in 2018. In cooperation with the Ministry
of Agriculture and the National Parks, NKM Electricity Network Ltd. joined the LIFE
Bustard Protection Project in 2017. Overhead network sections are replaced with
ground cables in two stages. The first stage was completed in a length of 17.3 km
by 31 December 2018, at an expenditure of HUF 310 million.

SIGNIFICANT IMPACT

The activities of the MVM Group have impact on biodiversity primarily through
the operation of power plants and construction and installation works. The
impact may be diverse, ranging from polarised light pollution associated with
solar panels to electrocution threatening birds in the vicinity of high-voltage
transmission lines.

INTEGRATED REPORT | 2018

3042 1



group

There are hardly any natural or near-natural habitats within a 1-km range of the
ash lagoon of the Oroszlany Power Plant 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, the natron lakes that had previously collected were
drained in containment reservoirs Nos 2 and 4 in 2016 in accordance with the
orders of the authorities. In accordance with the reclamation permit, due to the
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protection of the avifauna and protected amphibians, the spontaneously grown
reeds and vegetation were eliminated by 28 February 2017. The birds returning in
the spring probably found nesting places in the area, because the refilling of the
pond was prevented. Significant animal populations appeared in the water of the
still operational sludge reservoirs and in the shore vegetation. The pH of the water
was stabilised between 8.5 and 9 after the power plant had been shut down.

The operation of the power plant and the mine had impact on both subsurface and
surface waters; therefore, the company considers it its 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 represented a heat load on 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
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for anglers. The goal is to maintain the biological and ecological balance of the
pond in the long term, which can be ensured by appropriate water supply.

The major impact on biodiversity at MVM OVIT Ltd. may primarily occur during
installation activities (transmission lines, substations and overhead lines, and
telecommunications works). The environmental conditions of work are influenced
by the diversity of the area and the flora and fauna of the work site as well as its
sensitivity and protected status defined in terms of its ability to support the species
present 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 avoiding or minimising disturbance to the flora and
fauna, weather conditions and the minimisation of the extent of treading.

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

The nuclear power plantis located in an area bordered by two large national parks,
the Danube-Dréava River National Park and the Kiskunsag National Park. Despite
human intervention, the vicinity of the power plant is rich in natural treasures. The
sand grassland, marsh, boggy meadow and riparian vegetation (Old and New
Brinyo), the alder swamp and marsh woods, the Dunaszentgydrgy wooded
pasture, the Paks Ground Squirrel Meadow and the floodplain of the Danube at
Paks provide habitat for a number of protected plant and animal species.

As a result of returning the warm water to the Danube (via the hot water canal),
the total amount of biomass in the Danube is greater than in the downstream
sections. 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.
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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 methodology that meets the requirements of the Water Framework
Directive (Directive 2000/60/EC). As prescribed in the environmental permit, tests
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 the fish species protected under nature conservation legislation
and Natura 2000 indicator fish species.

The protection of the natural flora and fauna of the areas affected by the utility
networks of the NKM Group and the comprehensive rehabilitation of the
landscape and the environment are highly important. During network projects,
there is close cooperation with local communities and municipal and non-
governmental organisations. When network infrastructure are designed, due care
should be taken to ensure that the projects result in the felling of as few trees and
shrubs and as little landscape destruction as possible, and that restoration is
carried out in satisfactory quality. Projects are implemented in the non-growing
season as far as possible. The trees felled during the construction of distribution
lines and excavated topsoil are replaced in accordance with the regulations.
Works involving movement of soil in protected areas or near protected values
may only be carried out with official permits. During reconstruction and network
extension works, the contractor is responsible for compliance with the provisions
of the permit. In the case of facilities in protected natural areas or near protected
natural values, enhanced monitoring should be carried out on the basis of the
official permit in order to prevent possible damage. In order to protect protected
natural values, the permit of the local authority with jurisdiction in the area has to
be obtained (what protected values without area are there nearby and what
technical protection is required to protect them).

In the case of the solar power plants established by MVM Green Generation

Ltd., the installed solar panels are required to have a filter suitable for reducing
polarised light pollution.
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Polarised light pollution impact of solar panels

Polarised light pollution means the adverse impact of polarised light
reflected from smooth, shiny, artificial surfaces on polarotactic aquatic
insects. Polarotactic aquatic insects look for their aquatic habitats on the
basis of light reflected from water surfaces. These insect species may be
attracted by an artificial surface that reflects strong polarised light, so solar
panels can also be attractive for polarotactic aquatic insects. In order to
eliminate this harmful ecological impact, using depolarised, grid pattern
solar panels is increasingly common. In this case, the horizontally polarising
artificial surfaces are provided with a grid pattern comprising as thin strips
as 1 to 2 mm and reflecting unpolarised light, which makes these surfaces
lose their attractive effect on insects. A good solution can also be to cover
the solar cells with an anti-reflection layer, which reduces reflection.

ENVIRONMENTAL PROTECTION

Locations:

Felsézsolca
Nationally protected and Natura 2000 sites in the vicinity of the solar power plant:
elements of ecological corridor (core area and ecological corridor);
Sajo Valley nature preservation area of high importance, code HUAN 20006
ex lege protected kun mounds.
There is a core area in the vicinity of the installation site with ex lege kun mounds.
The environment of the Sajoé River and the oxbow lakes and the Zsolca mounds is
a highly sensitive area in terms of landscape and view protection. There is valuable
loess steppe grass with sage (Salvio-Festucetum rupicolae) on the Zsolca mounds.

Paks Solar Power Park

The area of the solar power plant under construction was originally covered by ara-
ble crops exposed to anthropogenic impact. No protected and highly protected
plants are known in the project area. There are protected areas near the solar power
plant, to the south. The closest ones are about 170 to 250 m away.The solar power
plant can trigger polarotaxis, which can be reduced by the appropriate technical
design of the solar cells. Arable crops dominate in the vicinity of the solar power
plant, so grassing the installation site contributes to the integration of the facility
into the landscape. For fencing in the available area, a chain-link fence is recom-
mended that blends with the surrounding landscape with its colour, preferably
with a green coating, and does not interfere with the movement of amphibians.

Pécs Solar Power Park

There are no valuable areas of local importance, which are of high nature
conservation significance, in the close vicinity of the photovoltaic power plant,
which was established in the area of the sludge reservoir of the Pécs Power Plant
and is at a great distance from areas under national protection. The installation
site is located next to an ecological corridor. The Tiskésrét Nature Trail is found in
its close vicinity. The educational trail is located in the operational area of the
Danube-Drava River National Park Directorate.
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Bird protection

The MVM Group implements successful domestic and EU bird protection
programmes with a history of several decades, involving processional and non-
governmental organisations.

In 2018, great bustard protection (deployment of bird diverters) and birds of prey
(artificial nest) programmes were the backbone of the programmes. In recent
years, this has expanded with a new area, the protection of migratory birds, which
primarily means the protection of thousands of cranes and other waterfowl
migrating across the country.

As part of this, the marking of transmission lines considered dangerous due to
crane deaths occurring a second time along White Lake near Szeged at the end
of November 2017 was enhanced in 2018 and the plan is to continue the

’Jﬁ ENVIRONMENTAL PROTECTION

programme in 2019. At the end of 2018, collision crane deaths similar to those
near Szeged occurred in the area of Préd in the area of jurisdiction of the
Hortobagy National Park. With the involvement of the expert authorities, the
possibility of marking the affected transmission lines was identified, which is
planned to be implemented in 2019 and 2020. To this end, MAVIR Ltd. has started
the procurement of the appropriate RIBE and BIRDSMARK bird diverters and has
planned their installation. The use of all existing technologies will be necessary for
marking transmission lines to allow the installation of bird diverters in the right
numbers in the short period of deenergisation.

In order to prevent collision accidents due to the increasingly frequent migration
of birds, the preparation of a conflict map is being planned with the involvement
of bird protection experts to help us become proactive instead of the current
post-action strategy and prepare for protection. MAVIR Ltd. joined, as a partner,
the DANUBEparksCONNECTED Association established in 2009, which connects
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 visible with bird diverters to
protect birds. As the first phase of the programme, we managed to mark the 400
kV transmission line crossing the river with bird diverters first in the area of Ercsi
over the Danube. To mark the transmission line, the bird diverters were mounted
using one-man cable cars over the Danube and drones taking off from the river.

Provision of nesting places for strictly protected birds of prey

A phase loss may result when the nest material is swept to a dangerous place
from the nests of birds that build them on high-voltage transmission line pylons.
This poses a risk to both the security of energy supply and the lives of the birds
nesting there. Since nearly 20 years ago, highly protected sakers, which had lost
their nesting places as a result of urbanisation, began occupying the branch nests
of birds nesting on pylons, MAVIR Ltd. started creating safe habitats with the
involvement of nature conservation experts.
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At present, more than 480 artificial nests are available to birds of prey, which have
been installed based on observations. Fifteen nesting boxes were installed also in
2018, which have already been occupied by birds of prey. Based on annual
observations, highly protected sakers hatched their eggs successfully in 84 nests,
and 172 nestlings left the artificial nests. The rest of the artificial nests were occupied
by Eurasian hobbies and kestrels, which have a protected status. There were also a
growing number of goshawks hatching their eggs in artificial nests, which have
noticed the hatching opportunity provided by the pylons only in the past years. The
saker nestlings hatched on pylons are usually ringed jointly by the bird protection
specialists of MAVIR Ltd. and the Hungarian Ornithological and Nature Conservation
Society before they leave their nests. In 2018, 92 nestlings were ringed.

The camera monitoring programme continued in 2018 under the third LIFE
project entitled ‘Preserving the Food Base of Sakers and Imperial Eagles in the
Carpathian Basin’, which will last until 2019. The nesting habits of, and the
composition of prey brought to the nest by, sakers, peregrine falcons and Eurasian
hobbies could be recorded with the cameras and analysed. Based on the
specialists’ recommendations, 15 photo traps were installed on the artificial nests
occupied by birds alsoin 2018. The observations made with them were successful.
In addition, 20 satellite trackers were placed on the birds; this allowed the
observation of the living space, preying habits and migration of the birds hatching
their eggs on the pylons. Investigations have shown that only the nesting places
on pylons would not be enough to prevent the decline of the saker, peregrine
falcon and Eurasian hobby populations, because the ground squirrel populations
representing the most important food of these birds are going to extinction. The
national parks started introducing ground squirrels under a pilot programme. The
camera image of the artificial nests streamed both on the website and in other
media and visited by nearly 500,000 people every year from 111 countries has
significantly increased the interest in the bird protection programmes of the
MVM Group. Those interested had the opportunity also this year to be personally
present at the ringing of the nestlings growing up in the nests monitored with
cameras.

ENVIRONMENTAL PROTECTION

Great Bustard Protection Programme:

The defective series of bird diverters (Fire-fly and BIRDSMARK models) mounted
in the Moson Plains and on other transmission lines for experimental purposes
were replaced on a continuous basis. The specialists make a proposal to the
manufacturer for modifying these devices and also examine the possibilities of
using other bird diverters. The experimental application of BIRDSMARK devices,
which are resistant to the crown effect, is continued and the existing Fire-fly
devices are mounted only on protective conductors that are not threatened by
the crown effect. In order to protect the great bustards living in the area, 300
previously procured bird diverters were mounted on the Gyér-Szombathely 400
kV transmission line with a new technology, using a drone. The drone technology
can help replace human work, which is difficult to provide, and the performance
of the task does not result in treading damage on agricultural land caused by a
boom lift lorry. At the end of the year, the marking of new transmission line
sections was prepared for the great bustard areas.

Promotion of the bird protection programme

and professional conferences:

In addition to the direct protection of the life of birds, a lot of energy was invested
in promoting and making the public familiar with the bird protection programme.
For us, the future generation, smaller and larger children, and young adults are
the priority target groups. Interactive bird protection presentations and forums
were held at more than 50 venues at schools, universities, professional forums,
exhibitions and conferences, also promoting MAVIR Ltd. and its environmental
activities. In 2018, MAVIR Ltd. organised an international bird protection
conference for the ninth time with the Ministry of Agriculture, the Herman Otto
Institute and the Hungarian Ornithological and Nature Conservation Society,
where a number of foreign speakers presented their international bird protection
programmes along transmission lines. The conference boat took the participants
to the a section of the Danube near Ercsi, where they could directly take a look at
our marking programme using bird diverters over the Danube.
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HABITATS PROTECTED AND RESTORED

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 carried out. The reclaimed area was about
104.5961 hectares in 2018 (compared to 2017, this is a more than 15% higher
number, which can be mostly explained by the nature of the installation works
and the change and increase in the amount of the works). After the establishment
of clearing corridors, the amount of trees cut down at the time of establishment

ENVIRONMENTAL PROTECTION

is compensated for in accordance with the decision of the local forestry authority
by paying a forest maintenance contribution or (on occasion) by afforestation.
Work may be performed in the clearing corridors from October to February;
during its implementation, attention must be paid to the protection of habitats
and the nesting places of birds.

In order to protect habitats in areas subject to Nature 2000 or other protection,
preliminary consultations are always held between MVM OVIT Ltd. and a nature
conservation warden of the competent national park directorate before the
installation work is started.
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SUPPLIER ENVIRONMENTAL ASSESSMENT

In order to manage supplier risks and assess their performance, the members of
the MVM Group use a uniformly devised and documented supplier qualification
system. It is mandatory to carry out the pre-qualification of suppliers 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. The Environmental Protection Department
and the environmental staff of the member companies have a prominent role in
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the management of environmental risks associated with suppliers. During the
pre-qualification procedure and also 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, the
procurement system ensures that no contract may 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 the assessment and management of environmental risks associated
with a specific task or order:

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 an authority).

The MVM Group evaluates its new suppliers based on its own environmental
criteria. In 2018, the Group selected a total of 857 new suppliers. All suppliers
affected by environmental concerns (whether in terms of tasks or activities) were
subjected to due diligence prior to the conclusion of a contract.

The NKM Group has identified 3 activities performed by suppliers, which have
potentially adverse environmental impact. They are basically activities related to
hazardous waste management and the maintenance of environmental
engineering structures. In these cases, the contracts concluded with the suppliers
include conditions to minimise environmental risk.
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he Social Issues chapter of the 2018 Integrated Report examines the social
sustainability of the MVM Group on the basis of the following 10 topics of
materiality:

Labour-
management
relations

Emergency Occupational

preparedness

Training
and education

Employment

In the area of social sustainability, the MVM Group pays special attention to
Sustainable Development Goals (SDGs). In the social field, the Group has identified
a total of six SDGs the efficient implementation of which it can facilitate: 3. Health
and well-being; 4. Quality education; 5. Gender equality; 8. Decent work and
economic growth; 11. Sustainable cities and communities; and 16. Peace, justice
and strong institutions. In order to preserve health and to promote a safe and
hazard-free work environment, it introduced a number of measures at both
group and member company level. In 2017, a campaign called InnoVital was
launched and continued in 2018 to increase the health awareness of employees
and their families. Furthermore, the remuneration of executives and managers is
also influenced by the efficiency of preventive measures and the occurrence of
accidents at work. In order to ensure the protection of employee rights and
responsive, receptive, participatory and representative decision-making, the
MVM Group has multi-level collective bargaining in place, with its cornerstones
being the Trade Union Federation of the MVM Group and the Interest
Reconciliation and Consultation Forum of the MVM Group. These institutions are
to ensure the representation of the employees’ interests to the greatest degree
possible.

SOCIETY

health and safety
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Disaster/
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Public policy Access

In order to ensure inclusive, equitable and quality education and a level of
knowledge required for decent work, the MVM Group continuously develops the
types of training it offers, under which individual and group-level annual training
plans are devised. It paid special attention to innovation, talent nurturing and
executive training, but foreign language and school training was also supported
in order to improve commitment to the workplace also in 2018. Ensuring gender
equality and eliminating all forms of discrimination against women are the
cornerstones of the Code of Ethics of the MVM Group. The proportion of female
employees is increasing, and part-time and shift employment are also supported.
With the aim of supporting the favourable economic, social and environmental
links between urban, suburban and rural areas, the MVM Group seeks to help
local communities. The most important player of this is MVM Paks Nuclear Power
Plant Ltd., which, as the most significant employer in the Paks region, also
organises various welfare and awareness-raising programmes in cooperation
with the local governments of the region.
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Employees

‘The integration of the NKM Group into the MVM Group began in 2018. The task full
of such new challenges and assessments is based on the development of a new
group-level and uniform HR strategy. The best practices devised during the
operation of both Groups so far have been assessed and their harmonisation
started. At group level, we are well on the way to developing a new recruitment and
training strategy, which will create an opportunity for uniform career management,
succession planning and the intra-group mobility of employees.

We followed the principles of the training activities of the MVM Group also in 2018.
Forus, itis essential that our operations take place with a service provider approach
and customer focus in mind in everyday life. Business success is a priority for the
Group and we have launched training and development actions to support it. Our
employees meet transparent regulations and processes. We have incorporated
new and modern tools into our training service, which attracts more attention
from employees.

We have prepared the tasks for the planned renewal of the planned performance
management system in 2019, with the aim of ensuring that the employees’ goals are
consistent with central, organisational and individual goals. The employer’s idea is
that business policy goals are broken down into managerial and then employee
levels, thus creating consistency and transparency. The MVM Group is also challenged
by the shortage of skilled workers and specialists in the labour market. The recruitment
of properly trained workforce has been a challenge for years in fields that are
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important to us, such as energy and information technology. Recently, a shortage of
skilled workers has also become increasingly big. The activities of the Group cover the
entire energy supply chain, so we are looking for a wide range of new employees. In
recent years, wages have started to grow dynamically, with huge competition for
candidates in the market. Candidates who work in shortage occupations and have
good abilities can choose from a number of job offers; accordingly, the wage levels
they expect have started to increase. Increased employment is limited by the limited
number of a properly trained workforce of active age in the labour market, but the
slow decline in their numbers may further aggravate the competition for labour.
Thus, it is highly important that young people can get in touch with the Group as
early as possible, can get to know its operation and be aware of the professions and
trades in which they can find jobs in the labour market in the long run.

In order to attract young people, the HR function is constantly working on
expanding relationships and cooperation with secondary education institutions
and universities. Contact with the young generation will also be facilitated by
participation in country-wide career guidance programmes and job fairs. In terms
of finding and retaining young specialists, the MVM Group can build on its ability,
as a stable, reliable employer, to provide interesting jobs, and even careers, full of
challenges for those who imagine their future with us.’

Benedek Fluck
Chief Human Resources Officer, MVM Ltd.
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The statistical headcount of the companies of the MVM Group was 11,888 as at 31
December 2018. Compared to the previous year's figure (8,044 persons), the
increase by 3,844 results from the merger of the companies of the NKM Group.

Table 25 shows the evolution of the closing headcount of the MVM Group:

Table 25: Year-end closing headcount of the MVM Group

2016 767216
2017 8,044 f6
2018 11,888 f6

The protection, developmentand preservation of the well-being of the employees
are primordial and highly important for the MVM Group. New employees are
hired always in a sustainable manner, planned in advance. The Management
continuously monitors and analyses the fluctuation and supports the staff by
taking into account health awareness and self-provision, providing a wide range
of fringe benefits and respecting the motivations to establish a family. Of course,
it performs all these within the framework provided by legislation. The availability
of an properly trained workforce is continuously ensured by a multi-step hiring
procedure and by internal and external training. The MVM Group also operates a
central career website, where the open positions at the companies appear on a
shared interface. In order to ensure the availability of young specialists, the MVM
Group operates several programmes, such as scholarship agreements with
outstanding, talented university students, long-term cooperation with the
Budapest University of Technology and Economics to provide engineering staff,
aninternship programme and regular participation in major job fairs. A breakdown
of the employees of the MVM Group by employment and employment contract
type is shown in Table 26.1n 2018, 98.4% of the employees worked full time and
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3.3% of them had definite-term employment contracts. Among full-time workers,
the proportion of men is 66.7% and that of women is 33.3%, which is almost the
same as their proportion in the total headcount. The greatest difference in the
gender ratio is seen in case of shift employees, where the proportion of women
is just below 8%.

Table 26: Distribution of the employees of the MVM Group by employment type (persons)

Year-end headcount 7,677 8,044 11,888 7,879 4,009

with an indefinite-term employment contract 7,301 7,781 11,699 7,778 3,921

with a definite-term employment contract 376 263 189 101 38
full-time 7583 7924 11,730 7,828 3,902
half-time 94 120 158 51 107
employed in normal working hours - 6,102 9413 5597 3816
employed in shifts - 1,942 2475 2,282 193

Number of leased/borrowed employees 139 50 346 83 263

with an indefinite-term employment contract - 0 318 65 253
with a definite-term employment contract - 50 28 18 10
full-time - 42 315 61 254
half-time - 8 31 22 9

The total number of employees entering the MVM Group was 1309 in 2018
(533 women and 776 men), representing 11% of the total (4.5% for women and
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6.5% for men). The number of employees leaving the MVM Group was 1,492
(including 616 women and 876 men), representing 12.6% in total (5.2% women
and 7.4% men). The average length of service for male employees leaving

the MVM Group was 7 years in 2018. Meanwhile, the average length of

employment stabilized at 6 years for female employees who left. This is in line
with the labour market trend that the length of employment with an employer is
decreasing.

Figure 14: Length of service for those leaving the MVM Group

Average length of service (years) of employees who left
the MVM Group between 2016 and 2018
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Figure 15: Age distribution of new hires
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Figure 16: Percentage distribution of new employees in the MVM Group by age

Number of new hires in the MVM Group in 2018 (persons)
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Figure 17: Age distribution of employees leaving the MVM Group

Distribution of employees who left the MVM Group in
2018 by age group (persons)
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Optional fringe benefits give employees the opportunity to individually decide
on the optional elements of fringe benefits. The elements of the benefit system
are determined on the basis of agreements with the trade unions and relevant
tax rules. The extent of the benefits is laid down in annual agreements concluded

INTEGRATED REPORT | 2018

401-2 W
201-3 W



W EU15

group

with the trade unions. There is no individual share ownership, while all employees
are entitled to life and accident insurance, health insurance, a maximum amount
of optional fringe benefits, voluntary pension, health and mutual benefit fund
benefits, as well as various aid on the basis of need and entitlement. At the MVM
Group, based on the provisions of the Collective Agreement for the Electricity
Sector in force, the employer pays an employer’s contribution corresponding to
4.5% of the gross minimum wage to employees who hold voluntary pension plan
membership, alsoin 2018, at the companies covered by the Collective Agreement.
The rate of the employer's contribution to the voluntary pension fund is laid
down in the annual group-level agreement concluded with the trade unions.

In the NKM Group, the companies pay an employer’s contribution corresponding
to 5% to 5.4% (but minimum HUF 380,000/person/year) or 7% of earnings to
employees who hold voluntary pension plan membership.

In 2018, the total number of employees eligible to retire in 5 years in the MVM
Group was 368, while the number of those eligible to retire in 10 years was 954.
These seem to be a significant increase compared to the previous year, but the
increment is explained in both cases by the proportional increase in headcount
as a result of the merger with the NKM Group. 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).

SOCIETY

Figure 18: Distribution of employees eligible to retire in 5 years in the MVM Group by occupation

Number of employees eligible to retire in 5 years in the MVM Group

Transmission network — white-collar (100)
W Transmission network — blue-collar (112)
B Power plant — white-collar (166)

B Power plant - blue-collar (83)

Figure 19: Distribution of employees eligible to retire in 6 to 10 years in the MVM Group by
occupation

Number of employees eligible to retire in 6 to 10 years in the MVM Group

Transmission network — white-collar (100)
W Transmission network — blue-collar (112)
B Power plant — white-collar (166)

B Power plant - blue-collar (83)

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,
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exercising their right of association is continued to be guaranteed for the employees,
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:
Act1of 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. Main trade union rights
include the conclusion of a collective agreement, representation of the
employees’ interests and the request of employment-related information. The
most important trade union right is the conclusion of a collective agreement. The
collective agreement regulates, firstly, the rights and obligations arising from
employment and, secondly, the relations of the contracting parties. Number and
proportion of employees covered by collective agreements

SOCIETY

Table 27: Number and proportion of employees covered by collective agreements

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

Number of leased/borrowed employees

Number of employees covered by a collective
agreement

Proportion of employees covered by a collective
agreement

persons 7,677 7,835 11,888
persons 7,468 7473 10,980
% 97.3 929 924

persons 5,668 5,678 9,301

% 73.8 70.6 782
persons - 50 346
persons - 0 0

% - 0 0
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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.The Group-level Collective Agreement of 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 Collective Agreement of the
Electricity Sector and the Group-level Collective Agreement, a significant part of
the companies belonging to the MVM Group also have local collective agreements.

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 regulations, and request of information. 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.

In accordance with Section 264(1) of the Labour Code, it seeks the opinion of the
works council about draft measures and regulations of the employer affecting a
larger group of employees at least 15 days prior to the decision of the employer.
The trade union is entitled to state its opinion on the measures by the employer
or their draft to the employer and to initiate consultations in this respect. Local
collective agreements usually regulate the relations between the parties in the
same way as the Labour Code.

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.

SOCIETY

The MVM Group organises an employee forum several times a year to improve
the relationship between the employees and the Management. In addition to
this, in order to ensure equal opportunities and help enforce the interests of the
social groups concerned, an equality officer is also in place at the MVM Group,
who can be consulted regularly.

Occupational health and safety

he MVM Group pays special attention to the protection of the employees’

health and working ability; the improvement of working conditions; the
development of workplace health, work hygiene and work safety; occupational
health; and the protection of the integrity of the population and the environment.
As a result of the operational characteristics of the industry, the proportion of
occupational safety risks is higher than average, and their management is highly
important for the MVM Group. The MVM Group took measures also at group level
to protect its employees’ health and working ability and to improve working
conditions in the fields of workplace health, work hygiene and occupational health.

The core activities of the NKM Group are utility network operation (electricity,
natural gas) and related customer relations activities. Due to the properties of
natural gas and electricity as energy sources, the work safety risk of the activities
is high, therefore, the NKM Group has formulated an OHS strategy to protect the
employees’ health and safety and to raise the standards of work safety culture.
The MVM Group is committed to the values of Health, Safety and Environment.
The Group treats the preservation of the integrity of the employees, the population
and the environment as a priority.

We aim to reflect our commitment also in our everyday activities, at the plants
and power plants, during the operation of the energy distribution networks and
developments, in the operation of our offices and company sites, and in the
behaviour and attitude of employees and partners.
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We believe that as part of our day-to-day operational processes, the continuous
improvement of the performance of the MVM Group contributes to the regional
competitiveness of the Group, the mitigation of the ecological and environmental
impact related to its activities, the protection of our natural values and the popula-
tion, and our responsible and sustainable activities in the fields of personal and
property protection, health protection, work safety and environmental protection.

We are committed that all members of the MVM Group and our business partners
introduce and apply efficient, environmentally friendly and safe techniques and
available best practices in the interest of responsible personal and property
protection, work safety, and health and environmental protection operations.

The MVM Group pays great attention to establishing conditions for safer
operation, which includes the development of its employees’ safety awareness.
In 2018, the InnoVital health protection campaign aimed to ensure that, using
marketing communication tools, employees become familiar and comply with
the human and information security, fire protection and occupational safety rules
as much as possible during their daily work and, as a result, operational risks are
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 health protection campaign, named InnoVital includes, furthermore,
opportunities for exercising, presentations, awareness-raising campaigns and
lifestyle improvement measures, which will help the employees maintain their
health. By improving the physical and psychological balance, the number of
accidents in the workplace are expected to be reduced.

As part of the agreement concluded with the Medicover Health Centre, the
employees may undergo a full screening examination once a year, free of charge
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and in addition to the compulsory medical examinations, by which possible
occupation-related diseases can be prevented and screened out, and this also
contributes to reducing accidents at work and accident risks. The employees of
the NKM Group have the opportunity to participate in screening examinations
under an agreement concluded with Generali Insurance Company.

The weight of occupational safety in the MVM Group is further strengthened and
personal commitment is further enhanced by the change that since 2018 the
bonuses given to executives and managers have been affected by the occurrence
of accidents at work and the efficiency of preventive measures.

All three network companies of the NKM Group operate an Integrated
Management System, which provides a framework for workplace health and
safety, environmental and energy efficiency efforts.

The MVM Group continually measures, evaluates, recognises and communicates
performance in the fields of personal and property protection, health protection,
work safety and environmental protection, as well as it improves the technical
condition of its equipment and tools, and its employees’ professional and
vocational knowledge and emergency management capabilities, and expect
their partners to do the same.

With the introduction of health insurance, we did a lot in the past 4 years to raise
health awareness and to promote preventive thinking; in addition to the
employer, families are the biggest winners of this effort. A group-level agreement
has been concluded with the trade unions on the introduction of health insurance
benefits, which includes the extent of the benefits and the eligibility rules.

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 mandatory occupational health exami-
nations, this form of benefit has also been provided to our employees since 2014.
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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 highest value for all people.

The Insurer providing health insurance services has a number of branches. In
addition, a new clinic has also been built on our largest site, in Paks, which, as the
most modern health institution in the region, provides health care to nearly
4,000 staff.

The weight of occupational safety in the MVM Group is further strengthened and
personal commitment is further enhanced by the fact that since 2017 the bonuses
given to executives and managers have been affected by the occurrence of
accidents at work and the efficiency of preventive measures. With this, the MVM
Group complies with the requirements laid down in Hungarian and European
legislation as well as internal company regulations.

The MVM Group supports domestic and international initiatives on global climate
change, the protection of natural values and the values of the built environment,
the rational use of natural resources, and the research and development activities
serving HSE goals. To enhance their efficiency, the MVM Group has also devised
and operates an HSE management system. The MVM Group also pays special
attention to maintaining and developing a high level of personal and property
protection, including the protection of corporate data assets. Its performance in
the fields of personal and property protection, health protection, work safety and
environmental protection is continuously measured, evaluated, recognised and
communicated. The technical condition of its equipment and tools, the
employees’ professional knowledge and abilities to handle emergencies are
continuously improved, and these are also expected of our partners. Providing
safe and healthy working conditionsis a key factor in the continuous improvement
of performance, and the protection of the natural and built environment is the
responsibility of every employee and contractual partner.

SOCIETY

Under Act XClIl of 1993 on occupational safety, in order to ensure health and safe-
ty at work, employers consult the employees and their occupational safety repre-
sentatives and provide them the opportunity to participate in preliminary discus-
sions 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 occupational safety representatives reaches three, an occupational safety
committee is established at the workplace. 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 numbers in the occupational safety body with equal representation at
the employer, which is reflected in the name of the body (‘equal’).

At companies where the law requires, 100% of the employees have a labour
safety representative. Where the number of work safety representatives so
permits, there is a occupational safety board with equal representation in place as
well, which represents all employees.
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Table 28: Workforce representation in the MVM Group (without the NKM Group)

Table 29: Workforce representation in the NKM Group

Number of Represented by Number of | Represented by the
employees | the body with equal employees body with equal
(persons) representation (persons) representation
MVM Ltd. 380 0 NKM Ltd. 111 0
MVM Paks Nuclear Power Plant Ltd. 2,478 2,478 NKM Electricity Network Ltd. 728 728
MVM OVIT Ltd. 1460 0 NKM Electricity Distribution Ltd. 460 460
MVM ERBE Ltd. 250 0 NKM Natural Gas Network Ltd. 375 375
ATOMIX Ltd. 1,016 1,016 NKM Natural Gas Distribution Ltd. 414 0
Hungarian Gas Storage Ltd. 194 194 NKM North-South Natural Gas Network Ltd. 527 527
MVMI Ltd. 258 0 NKM Customer Relations Ltd. 1,041 0
MVM MIFU Ltd. 38 0 NKM Optimum Ltd. 11 0
MVM GTER Ltd. 142 142 NKM Optimum Plus Ltd. 5 0
MAVIR Ltd. 612 612 NKM Mobility Ltd. 9 0
MVM Partner Ltd. 213 0 Flogiston Ltd. 66 0
NUSZ Ltd. 202 0 Grape Solution Ltd. 83 0
MVM NET Ltd. 185 0 NKM Oroszlany Service Provider Ltd.

Vértes Power Plant Ltd. * Figure for companies included in HR statistics (companies with more than 10 employees)

* Figure for companies belonging to the group of HR companies (companies with more than 10 employees)

Mw
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In 2018, 31 work accidents resulting in a loss of working time occurred at the MVM
Group, without the member companies of the NKM Group, including no fatal acci-
dent. Compared to the 57 accidents that happened in 2017, this represents a de-
crease. No serious work accident occurred. In 2018, 13 accidents resulting in a loss of
working time occurred at the NKM Group, so there is also a downward trend com-
pared to the 17 cases in 2017. No fatal, serious or technological accident occurred.

Across the MVM Group, without the member companies of the NKM Group,
consequences involving leg and foot injuries are considered the most frequent,
13 cases out of 31, which is 42% of all accidents. Leg and foot injuries were caused
by falling, tripping or slipping. Of the thirteen cases, nine may be linked directly to
the performance of an activity (e.g. circulation also involving materials handling),
while in four cases, the leg or foot injury occurred while moving around not
directly linked to an activity.

Across the NKM Group, without the member companies of the MVM Group,
consequences involving leg and foot injuries are considered the most frequent,

six cases out of 13, which is 46% of all accidents.

Figure 20: Distribution of injuries by body part in the MVM Group

Distribution of injuries by body part (2018, MVM Group)

Ankle (39%)
B Leg and foot (other) (23%)
B Hand and arm (6%)
W Finger (10%)
B More than one body part (13%)
M Head (3%)
M Shoulder (3%)
M Chest (3%)

Figure 21: Distribution of injuries in the NKM Group

Distribution of injuries (2018, NKM Group)

Ankle (7,8%)
H eg and foot (other) (38%)
M Finger (7,8%)

I More than one body part (7,8%)
[ Chest (7,8%)

W Electric shock (7,8%)

W Other (23%)

Figure 22: Reasons for work accidents resulting in lost working days in the MVM Group
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Reasons for work accidents resulting in lost working days (2018, MVM Group)
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Figure 23: Reasons for work accidents resulting in lost working days in the NKM Group

Reasons for work accidents resulting in lost working days (2018, NKM Group)
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With the introduction of health insurance, the MVM Group did 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.

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 Occupational Safety Act. The rules include all
work processes in such a way that they influence the efficiency of work activities
as little as possible. The comprehensive safety codes ensure the achievement of
the occupational safety and health objectives. On the basis of the codes, the
Group-level Security Directorate and HSEQ Directorate of MVM Ltd. jointly (and
on a case-by-case basis, when occupational safety or accident events occur)
checks every year whether operation and the employees 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 proportion of employees at

SOCIETY

the contractual partners who have undergone occupational health and safety
training is 100%. 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 to
the possibilities of protecting the employees against them.

Each of the network companies of the NKM Group operates an Integrated
Management System, the policy of which sets out its commitment and principles
for workplace health and safety. The basic requirement of the systems is legal
compliance, the up-to-datedness of the regulatory documents and drawing up
compliance checks. Considering that significant tasks are carried out also through
the supply chain, the HSE supervision of the partners is given priority.

Disaster management and emergency plans

he MVM Group fully performs its tasks set out in the National Energy Strategy in
order to guarantee the security of supply for 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. essentially performs the management and control of
the business organisations in its ownership, the companies comprising the MVM
Group. These 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 Emergency Management Rules on the basis of
the organisational changes in 2018. The project launched to develop tools for the
communication required in extraordinary circumstances reached the contracting
stage, and the contract was signed at the end of 2018. MVM Ltd. updated its
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business continuity action plans and successfully tested them and the alternative
sitesassociated with them. The assessment of data assets is continued in accordance
with the Group-level Information Security Strategy at the member companies.

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
for taking the necessary steps to deal with and respond to them.’

On this basis, the MVM Group continually consults governmental actors in order
be able to provide efficient and effective help in the prevention of crisis situations
and, if they develop, in their management.

In 2018, the data assets of MVM Ltd. were assessed and the data were included in
security categories, which will allow decision-makers later to plan and implement
information security and IT security controls and protective measures in
proportion to risks. It can also prepare for possible [T crisis situations with them.
The data asset assessment is carried out in accordance with the ‘Group-level
Information Security Strategy’ at the member companies.

SOCIETY

The MVM Group has been proactively and continuously analysing the business con-
tinuity risks arising from foreign market crises and affecting the activities of the MVM
Group and has been agreeing the necessary measures with governmental actors.

The emergency management principles of the NKM Group were devised and the
regulations were put into force in 2018. During the activities of the NKM Group,
response to and management of emergencies, the safety of the population, the
provision of an appropriate level of information to them, and the security and
continuity of supply are highly important.

For example, in the case of the Paks Nuclear Power Plant, the impact of design
events within and beyond the design basis may also extend beyond the site. In
this way, in order to prepare for the prevention and elimination of events within
and beyond the design basis and to mitigate the consequences, the Paks Nuclear
Power Plant prepared a comprehensive emergency management and action plan
and, accordingly, took technical and organisational measures as well as established
and trained an accident response organisation and maintains it in a condition
suitable for deployment. The plan was approved by the authority concerned,
continuously maintained by the Nuclear Power Plant, which also made it available
to external cooperating organisations, which participate in emergency response.
The company evaluates the emergency management training and drills every
year, provide feedback on the experience and sends the evaluations to the
authority for information purposes. The authorities monitor the efficiency of the
emergency management preparation, organisational and technical measures of
the Paks Nuclear Power Plant by holding on-site inspections and audits.

Emergency preparedness
he MVM Group is committed to maintaining maximum safety. A prime

example of this is Hungarian Gas Storage Ltd. (MFGT), which uses and stores
hazardous materials in its storage facilities. It keeps a record of the hazardous
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materials in the storage facilities. Its emergency preparedness is reflected in and
regulated by the operational cleanup plans. Its staffare prepared forenvironmental
emergency situations and the possible responses to them in refresher training,
and the emergency situations are simulated in drills.

Training and education

e support the business objectives of the MVM Group, the professional and

vocational preparation of the employees, and the updating of their
knowledge through professional and vocational training and development
programmes. In 2018, our programmes focused on strengthening the values and
developing security awareness; in addition, great emphasis was placed on
innovation, group training aimed at achieving professional excellence, as well as
leadership development, creating a recruitment and succession planning system,
and laying the foundation of e-learning. Training and developments include both
the controlled companies and the dominant member.

The training activities are carried out as specified in the Group-level Organisational
and Operational Rules and group-level rules and process instructions. The con-
trolled companies carry out statutory and professional-specific training necessary
to fill positions within their own competence. The most important tasks of the HR
Competence Centre Department of MVM Ltd. are as follows: It is responsible for
developing a training strategy; operating training and development systems; and
organising, monitoring and documenting operational training. Furthermore, it de-
vises, develops and operates a competence model, a career strategy and succes-
sion planning The aim of the training strategy is to support the business efficiency
and competitiveness of the MVM Group through the competence-based develop-
ment of its human resources. Training is performed along the following principles:

customer focus: strengthening a service provider approach and integrating it
into everyday operations;
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supporting business efficiency: coordinating training and development actions
with corporate priorities;

transparency: devising, maintaining and developing transparent regulations
and processes for the employees of the MVM Group;

innovation: incorporating modern tools and methods into training services
(e-learning).

Individual training needs are collected in a structured manner. Based on this
database, the MVM Group also teaches office applications, provides language
training and supports school-based training.

As part of conscious planning for training, talent nurturing and manager
development are given special attention, which strengthen commitment to the
workplace. As part of this, the following programmes helping to develop
employee skills and change were launched in 2018.

MANAGER DEVELOPMENT PROGRAMME AT THE MVM GROUP

The three top target groups of our group-level manager programme are senior
managers, junior managers and talents. Our talents participate in a 18-month
part-time MBA programme for the second time in 2018, which is aimed at
increasing competitiveness alongside with professional competencies. Their
training provides holistic knowledge, from finance through accounting to
marketing, which helps participants gain an insight into the company’s overall
operations. In addition, the MBA programme also focuses on the development of
key skills, such as problem-solving and team thinking, which are indispensable in
order for someone to be able to cope with senior positions. Our junior managers
are coached in the topics of people management and leadership excellence; and
the programme aimed at senior managers focuses on strategic thinking and
corporate efficiency alongside the development of staff and teams.

SOCIETY

MANAGER COMPASS PROGRAMME (MVM LTD.)

At the end of 2018, in response to organisational changes affecting the MVM
Group, a manager training programme called Manager Compass was launched
to provide managers with quick and tangible help in overcoming the challenges
they face, whether in professional or human leadership competencies.

PROFESSIONAL TALENT PROGRAMME (MVM GROUP)

The programme aims to develop the staff working in expert positions to a high
standard and to prepare them for performing more complex professional tasks to
a high standard. The successful implementation of the programme in the longer
term will contribute to increasing the motivation level of the organisation and
will support the development of the knowledge community within the MVM
Group. It aims to keep the existing professional knowledge and experience within
the Group, thereby reducing the human capital risk of the MVM Group.

EXECUTIVE SUCCESSION PLANNING PROGRAMME (MVM GROUP)

Our programme launched every second year aims at the gradual upbringing of
future executives from internal human resources and at supporting staff members
participating in the programme and awaiting appointment in learning skills and
methods required for efficient leadership work.

EMPLOYEE DEVELOPMENT (MVM GROUP)

Individual training needs are collected in a structured manner. Based on this

database, office applications are taught, language training is provided and
school-based training is supported. Due to different training focuses and needs
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for each member company, similarly to previous years’ practice, the member
companies organised professional, vocational and skills development training for
their employees based on their own training plans in 2018.

PAVER SYSTEM (MVM GROUP WITHOUT THE NKM GROUP)

Inthe spring of 2017, the MVM Group introduced the PAVER system, which provides
a uniform performance assessment system for employees at group level. Following
itsintroduction, the assessing managers and staff also gained theoretical knowledge
of the system and how to set targets and carry out evaluation. In 2018, the human
resources function provided additional training to assessing managers to update
knowledge and inform newly hired managers. In addition to classroom training,
updated educational materials are available for everyone on the intranet.

EVALUATION OF TRAINING UNDER LEARNING AGREEMENTS (MVM LTD.)

In 2018, 18 employees completed their training laid down in learning agreements:
three in language training and 15 in school-based training. Learning agreements
were drawn up with 15 people and all of them started their studies (two in
language training, ten in school-based training, two in training in trades under
the National Training Register (OKJ) and one in online training).

LEADERSHIP PROGRAMMES RELATED TO CULTURE CHANGE (MVM GROUP)

The aim of training involving the top 200 senior managers of the MVM Group is
to present group-level, strategic messages, to share the good practices of the
member companies, to increase the commitment of the top 200 managers, and
to develop common thinking and problem-solving. The programme was
organised twice in 2018, in March and November.

SOCIETY

E-LEARNING (MVM GROUP)

In 2018, mandatory training, such as GDPR training on the principles and rules of
personal data processing, fire protection, occupational safety and environmental
protection, was carried out, assessed and evaluated in the form of electronic
learning materials. The purpose of training at the MVM Group is to apply online
and blended training in the widest possible range to meet complex development
needs arising in the Group.

INTERNSHIP PROGRAMME (MVM GROUP)

In order to support (and not least to acquire) outstanding talents, the Internship
Programme of the MVM Group, called WATT'S UP, was launched in 2016.1n 2018,
the member companies received 38 talented students dedicated to the energy
sector. The 6-month programme is implemented with mentoring support,
training tailored to the needs of interns, plant visits and online follow-up.

Social relations

In 2018, two companies were the most significant donor organisations within
the MVM Group: MVM Paks Nuclear Power Plant Ltd., which was primarily
involved in supporting local communities, and MVM Ltd., which provided grants
at national level. Grants provided by the MVM Group were not always used in
the year of award, so those that were indeed used are described in more detail
in this Report.

Distribution of grants and sponsorship in 2018:
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Figure 24: Percentage distribution of grants in 2018

Percentage distribution of grants given out by the MVM Group in 2018

Charity (caritative activities) (12,06%)
B Education and science (27,49%)
B Environmental protection (0,33%)
W Sport (26,58%)
[ Culture (21,12%)
| Other (1242%)

LOCAL COMMUNITIES AND CORPORATE SOCIAL RESPONSIBILITY

Being the largest nationally owned group of companies and the 20th largest
group in Central Europe based on its sales, the MVM Group considers it
particularly important to support local communities. In addition to continuing
on the growth path characterising the past years, the MVM Group will continue
to use its best efforts to 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 activities of the MVM Group do not result in evacuation
or displacement.

In addition to its multitude of activities, outstanding expertise, and reliable and
predictable operation, MVM continuously demonstrates its openness to
innovation in the future. The MVM Group takes the support of outstanding talents
and performance seriously, and with its corporate social responsibility activities it
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contributes to value creation and the preservation of real values. Within its
sponsorship and support areas, it strives to find cooperation that meets these
expectations.

MVM Paks Nuclear Power Plant Ltd. has direct impact on local communities,
primarily on the population of Paks and those who live in a 30 km radius of the
nuclear power plant, as people living there see it and have physical contact with
it day after day. Large public events, such as May Day and Children’s Day, have a
community-forming and loyalty-increasing effect using which the positive
attitudes towards the nuclear power plant are expected to be strengthened
further at local level.

Recognitions and awards

Miklés Beregnyei received a silver plaque for ‘Art in Tolna County’ on the
Hungarian Culture Day on 22 January 2018.

Dr Jozsef Elter, Technical Director of the Paks Nuclear Power Plant, received the
Zoltan Gyimesi Award on 15 March.

Sandor Kurucsé, Head of the Work Management Department of the
Maintenance Directorate of MVM Paks Nuclear Power Plant Ltd,, received the
Minister's certificate of recognition from L4szI6 Palkovics, Minister for Innovation
and Technology, on the occasion of the national holiday of 23 October.

Pal Toth, Head of the Technical Division of MVM Paks Nuclear Power Plant Ltd.,
was awarded the Hungarian Silver Cross of Merit, Civil Division, on 20 August.

Key programmes of MVM Ltd. in relation to corporate social responsibility in 2018:

VeszprémFest

One of the most dynamically developing outdoor cultural events in Hungary,
VeszprémFest, was implemented for the fifth time in 2018 with MVM Ltd. as its
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main sponsor. It brought word-famous jazz, world and classical music, and pop
performers of the highest standard to visitors. Ziggy Marley, Amy Macdonald,
Aloe Blacc, José Cura, Erika Miklésa, Ramon Vargas, Andrea Rost, Joss Stone and
Felix Lajkd were the performers of the summer, open-air musical event series
celebrating its 15th anniversary in 2018.

Paloznak Jazz Picnic

In the summer of 2018, the Paloznak Jazz Picnic could be realised with the support
of MVM Ltd. on the northern shore of Lake Balaton, in Paloznak, between 2 and 4
August. The Paloznak Jazz Picnic was organised for the seventh time, which became
a 3-day, 4-stage, 20-concert event from a small typical country house yard jamboree.
Besides the best Hungarian and international performers, it is important to have
quality gastronomy, the presence of local growers and attention paid to
sustainability. The performers at this year's event included, among others, Jamie
Cullum, Gigi Radics and the Finucci Bros Quartet, Soul Il Soul feat of Jazzie B & Caron
Wheeler and Random Trip & Zoohacker Orchestra, saluting to Juli Fabidn’s memory.

Junior Prima Award

The MVM Group considers it highly 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 2018, for the 11th
year, aimed at embracing the most talented, young Hungarian performers in
classical music, 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. In 2018, MVM recognised the work of 10 young artists,
with a sum of HUF 2 million each, who received the Junior Prima Award at the
ceremony held in the Glass Hall of Mipa on 20 November.

SOCIETY

Day of Experiences

The MVM Partner Ltd. and the MVM Ltd. organized a charity event for nearly 800
disabled and disadvantaged children. A total of HUF 100 mn in grant was handed
over to 12 institutions and NGOs.

»MVM Edison” Startup Competition

The MVM EDISON startup competition is the biggest contest in Hungary for early-
stage startups and idea owners. MVM EDISON aim is to promote energetics,
energy awareness and to find creative innovations. The finalists participate in an
eight weeks intensive incubation program. During the incubation program, they
validate their idea/project based on methodologies, such as design thinking. The
uniqueness of the program is that it completes teams through a validation
process that is based on customer needs.

MVM Concerts

MVM Ltd. has been a committed fan and supporter of art, especially classical
music, for many years. The cooperation of the MVM Group and Jakobi Concert
has created perhaps the most outstanding concert series of Hungarian musical
life, MVM Concerts. The aim of the concert series is to provide world-class
performances to audiences that love and understand classical music. MVM Ltd.
was also the name-giving sponsor of the MVM Concert Series also in 2018.

Museum+

MVM Ltd. has been a committed sponsor of art for many years, within which fine
art has an important role. Sponsoring the Museum+ Programme of the Museum
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of Fine Art has been one of the most important cultural tasks of MVM Ltd. for
years. In 2018, MVM Ltd. was the main sponsor of the event series called the
Museum+ Programme in the Hungarian National Gallery as well as a prominent
sponsor of the Frida Kahlo exhibition between 5 July 2018 and 6 November 2018.

PUBLIC POLICY

The MVM Group supports all of its staff's public appearances that promote the
reputation and professional development of the MVM Group. The employer
supports, in particular, the participation of its employees in scientific life and
professional advocacy circles, where they can strengthen the positive image of
the employer. Nevertheless, it is prohibited to express any political view, to
make a position statement or to make any promise incompatible with the
provisions of legislation, internal regulations and agreements and to provide
inaccurate information on behalf of the MVM Group at any forum, including the
workplace. So the MVM Group does not restrict the political involvement of
employees outside the workplace and beyond working hours, but in such cases
they may not use the name, contact details and communication channels of the
MVM Group, and the political activity may not be in conflict with the interests of
the MVM Group. The detailed framework of the Management's approach to
public policy is set out by the Code of Ethics of the Group, which is continuously
monitored by the company.

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 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.
Similarly to previous years, it did not provide financial and in-kind political
contributions either directly or indirectly in 2018. The MVM Group requires that its
sponsored parties ensure that themselves and the events organised/publications
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published by them are free from any political positions, that is, the sponsored
parties should not relate the name and entity of MVM Ltd. or its member
companies to any programme or event where political affiliation is declared or
should not allow such relation to be made.

In order to coordinate efficient regulation management and cooperation with
the authoritiesandbodies within the MVM Group, the procedures for consultations
with the Hungarian and international regulatory authorities and administrative,
European Union and international bodies are set out in the Organisational and
Operational Rules of MVM Ltd.,, as in force.

SOCIAL AND ECONOMIC COMPLIANCE

The MVM Group has been always bearing in mind compliance with the domestic
legal environment, which also extends to the social and economic area. The
principle which is a priority for the MVM Group is also laid down in its integrated
system policies and appears at all four regulatory levels of the Group, and its
activities are based on that. Based on this, the Management is also committed to
complying with these, and the procedures are continuously monitored and
recorded also at Group level. A Consolidated Report is prepared every year on
the economic performance of the MVM Group pursuant to the provisions of Act
C of 2000 on accounting. The Auditor always issues an independent opinion on
the Consolidated Report. Similarly to the previous years, the auditor issued a
clear opinion without rating on the Report also in 2018. In addition to its high-
priority economic role, the MVM Group pays special attention to social dialogue
and to supporting and promoting socially important issues. In order to ensure
openness and transparency towards society, the MVM Group complies with the
regulations related to Act CXXII of 2009 on the more economical operation of
publicly owned companies and Act CXII of 2011 on the right to informational
self-determination and freedom of informationin order to meet the requirements
set by these Acts.
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The operation of the MVM Group is basically governed by group-level rules and
codes. The processes are regularly monitored by internal audit activities performed
in a coordinated way at group level, which includes assurance audits and advisory
tasks, as a result of which reports are prepared for the Supervisory Board of MVM
Ltd. (if necessary, for the Supervisory Boards of the member companies) and the
Management. The State Audit Office also regularly audits the operation of MVM
Ltd. and issues reports on it.

In 2018, the MVM Group was obliged to pay a total of HUF 179 million in fines in

economic, social and other (e.g. penalty, other payment obligations) areas. The
total number of cases closed with a fine was 320.

SOCIETY
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The area of activities of the MVM Group is one of the most important sectors of
strategic importance of the economy: domestic electricity and natural gas supply.
The MVM Group is a key player in the security of energy supply to Hungary. Its
outstanding responsibility is to ensure that the population have reliable and
continuous access to electricity and, through the networks operated by it, natural
gas. The MVM Group is competitive market player on a dynamic growth path,
which plans further growth both in the Hungarian market by through the
expansion of its services provided by its member companies, while through
acquisitions and investments in Hungary and abroad.
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In accordance with the above strategic objective, the assets of the Visonta Solar
Power Plant with a rated capacity of 16 MW were sold in 2018.

The solar power plant was previously 100% owned by Matra Power Plant Ltd. and,
as a result of the acquisition, it became the property of MVM Green Generation
Ltd. The transaction included a site service agreement, which will continue to be
provided by Matra Power Plant Ltd. The Parties entered into a lease agreement
for the land of the solar power plant and a transformer use agreement to ensure
network connection. The Hungarian Energy and Public Utility Regulatory
Authority granted the permits required for the sale on 19 December 2018,

In addition to the completed acquisition, the MVM Group continuously carries
out other solar power plant projects and, at the same time, examines potential
acquisition opportunities.

The transaction related to the acquisition of the 100% shareholding of Oroszlany
Service Provider Ltd. was successfully completed on 31 July 2018 by NKM National
Public Utilities Ltd. and the two selling entities, the Local Government of the Town
of Oroszldny and Vértes Power Plant Ltd. After the transaction was closed, Oroszlany
Service Provider Ltd. was successfully integrated into the MVM Group and
continues its activities under the name of NKM Oroszlany Service Provider Ltd.

NKM Oroszlany Service Provider Ltd. primarily supplies district heating to Oroszlany
and Bokod, and carries out related technical activities (connection and technical
maintenance). The company has 48 employees and supplies district heating and
domestic hot water to a total of 5,170 households and about 145 other institutions
(operating, separately managed institutions) in Oroszlany and Bokod.

As the dispatcher, operator and owner of the electricity transmission network,
MAVIR Ltd. treats the provision of availability as a high-priority consideration. As
part of this, the company is responsible for maintaining the balance of power of
the national electricity system and balancing the deviations of the balance groups
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from the plans. To do this, its needs to determine the required backups, the
capacities contracted for balancing, and it also needs to be considered which
power plant can follow the changes ordered and how fast, at what change in
efficiency and at what cost. Nonetheless, the condition of the domestic
transmission network and international transmission lines must be monitored,
the maintenance plans of power distribution networks must be coordinated and
it must be decided which shutdown is allowable and which is not so that supply
always be secure and of good quality. The network development strategy of
MAVIR Ltd. is identified as a priority in the preparation of the medium- and long-
term development plans of the Hungarian electricity system and when the
optimum development conditions are established.

Furthermore,itmustbe ensured that the network developmentsand maintenance
required for improving the operational safety indicators are carried out, the
network assets are preserved and augmented, and the works that comply with
legislation, the Network Development Strategy and the Shareholders’
requirements are coordinated and implemented. MAVIR Ltd. monitors the
expected development of domestic electricity consumption. It has surveys
carried out at regular intervals about changes in the domestic and international
conditions influencing the development of increase in demand and their effect,
and indicates the expected development of seasonal loads and power demand
to the authorities and the organisations concerned.

Energy sales are secured by long-term agreements, where electricity is sold at
market prices, the related system-level services are sold at tender prices, and heat
is sold at a price set by the Hungarian Energy and Public Utility Regulatory Authority
in accordance with Decree No 50/2011 of 30 September 2011 of the Minister for
National Development. Access to output data, available regulatory capacities,
market prices, and operational events is provided to everyone via the Internet.
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The availability of gas was 89.2%, fuel oil/diesel oil was 97.9%, nuclear energy was
89.9% and renewable sources was 93.0% in the MVM Group in 2018.

In terms of actual operating time, this meant that in the case of gas, 25 units
operated 73,522.8 hours; in the case of fuel oil/diesel oil, five units operated 104.9
hours; the four nuclear units operated 31,452 hours; while the 34 units operating
with renewable sources operated 100,085 hours in total.

Table 30: Availability at the power plants of the MVM Group

Most of the scheduled shutdowns took place in the case of the gas-fired units
(7,604.8 hours) and the nuclear units (2,676 hours), while there was fewer than 200
hours of scheduled shutdown in the case of the renewable units. In the case of
forced shutdowns, most hours were realised by the MVM Group in the case of the
renewable units (20,749 hours). In the case of the Uz Valley Hydro Power Plant, its
forced shutdown was prolonged by its specific location (the power plant is built
on a mountain brook) and specific climatic features. The gas units and the nuclear
units were forced to be shut down for 15,970.1 hours and 860 hours, respectively.

Availability — gas 89.2 %
Number of operating units 25 -
Actual operating time (for all generation units of the given power plant) 73,5228 hours
Duration of scheduled shutdowns (scheduled shutdowns of all generation units of the given power plant. added up for every unit) 7,604.8 hours
Forced (unscheduled) shutdowns (forced shutdowns of all generation units of the given power plant) 15,970.1 hours

Availability - fuel oil/diesel oil 979 %
Number of operating units 5 -
Actual operating time (for all generation units of the given power plant) 104.9 hours
Duration of scheduled shutdowns (scheduled shutdowns of all generation units of the given power plant. added up for every unit) 893.5 hours
Forced (unscheduled) shutdowns (forced shutdowns of all generation units of the given power plant) 1.2 hours

Availability - nuclear energy 89.9 %
Number of operating units 4 -
Actual operating time (for all generation units of the given power plant) 31,4520 hours
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Duration of scheduled shutdowns (scheduled shutdowns of all generation units of the given power plant. added up for every unit) 2,676.0 hours
Forced (unscheduled) shutdowns (forced shutdowns of all generation units of the given power plant) 860.0 hours
Availability - renewable sources 93.0 %
Number of operating units 34 -
Actual operating time (for all generation units of the given power plant) 100,085.0 hours
Duration of scheduled shutdowns (scheduled shutdowns of all generation units of the given power plant. added up for every unit) 168.0 hours
Forced (unscheduled) shutdowns (forced shutdowns of all generation units of the given power plant) 20,749.0 hours
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GRI'INDEX

Indikator number Description Notes Page number

102-1 Name of the organisation MVM Hungarian Electricity Private Limited Company (MVM Ltd.) 126. page
. - ) ) ) For more information, see pages 17 to 22 of the 2017 Report

102-2 Activities of the Group (introduction of the companies) and the httpy/mvmm hu/bemutatkozas/mvm-csoport/ website, 20. page
102-3 Location of the headquarters of the Group 1031 Budapest, Szentendrei Ut 207-209., Hungary 126. page
102-4 Location of operations 21. page
102-5 Ownership and legal form 24. page
102-6 Markets served 20. page

. R 20, 21,44, 47,

102-7 Scale of the reporting organisation 48, 104 page
102-8 Information on employees and other workers 104. page
102-9 Description of the supply chain 56. page
102-10 Significant changes to the organisation or its supply chain 44. page
102-11 The way the principle of precaution is addressed by the organisation 38. page
102-12 External initiatives It can also be found in the annex. >2, 140,
151. page

102-13 Membership in associations It can be found in the annex. 140, 151. page

102-14 Statement from the most senior decision-maker 5.page
) ) . 39,41,42,52,
102-15 Key impact, risks and opportunities 71,103, page

Mw
v M GRI INDEX

INTEGRATED REPORT | 2018

126



Indikator number Description Notes Page number
102-16 Values, principles, standards and norms of behaviour 32. page
102-17 Mechanisms for advice and concerns about ethics 32. page
102-18 Governance structure 32.page
102-20 Executive-level responsibility for economic, environmental and social topics 31. page
102-21 Consulting stakeholders on economic, environmental and social topics 11. page
102-22 Composition of the highest governance body and its committees 32. page
102-23 Chair of the highest governance body 32. page
102-25 Conflicts of interest 32. page
102-28 Evaluating the highest governance body's performance (Partially reported indicator) 31. page
102-29 Identifying and managing economic, environmental and social impact 31. page
102-30 Effectiveness of risk management processes 39, 40. page
102-31 Review of economic, environmental and social topics 31. page
102-32 Highest governance body's role in sustainability reporting 14. page
102-35 Remuneration policies 109. page
10236 Process for determining remuneration The Shareholder determines the remuneration structure after 127.page
102-37 Stakeholder’s involvement in remuneration ithas been reviewed and commented on by the trade unions. 127.page
102-40 List of stakeholder groups 9. page
102-41 Percentage of employees covered by collective bargaining agreements 108. page
102-42 Identifying and selecting stakeholders 9. page
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The list of participants of the Stakeholder Forum is not presented

102-43 Approach to stakeholder engagement for data protection reasons. 12. page
102-44 Key topics and concerns raised 12, 14. page
102-45 Entities included in the consolidated financial statements 16.,44. page
102-46 Defining Report content and topic boundaries 14, 16. page
102-47 List of material topics 13. page
102-48 Reinstatement of information Stated with the relevant information 74.,82.,83. page
102-49 Changes in reporting 14. page
102-50 Reporting period 14. page
102-51 Date of most recent Report 9. page
102-52 Reporting cycle 9. page
102-53 Contact point for questions regarding the report 15. page
102-54 Claims of reporting in accordance with the GRI Standards 14.,16. page
102-55 GRI content index 16. page
102-56 External assurance 14. page
306-3 Significant spills No such incident took place in the MVM Group in the reference year. 89, 128. page
0G4 l\_lumber and percentage of sign_ificant operating sites in which biodiversity The MVM Group did not perform such activities in the reference 128. page
risk has been assessed and monitored year.
0G14 Volume of biofuels produced and sold meeting sustainability criteria Volume of biofuels produced and sold in the reference year: 0 128. page
EU3 Number of residential, industrial, institutional and commercial customer accounts 54.,63. page
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Indikator number

Description

Allocation of CO, emissions allowances or equivalent, broken down by carbon

\[e] (=

Page number

FUS trading framework 52. page
EU13 Biodiversity of offset habitats compared to the biodiversity of the affected areas The M.VM Group did not own any area where habitats had to be 129. page
offset in the reference year.
MVM-1 Nuclear Safety, Summary of the Nuclear Supervisory Authority It can be found in the annex. 140. page
MVM-2 Consolidated Balance Sheet of the MVM Group, 2018 It can be found in the annex. 140. page
MVM-3 Consolidated Profit and Loss Account of the MVM Group, 2018 It can be found in the annex. 140. page
MVM-4 Cash Flow Statement of the MVM Group, 2018 It can be found in the annex. 140. page
MVM-5 Message from the executives (Chief Officers and Directors) 20,25, 42,50,
55, 104. page
MVYM-6 _Bnef d_escnpuon of the most important environmental projects in 2018, 57,61. page
including related expenditure
MVM-7 Number of grievarjces about envirgnmental impact filed, addressed and resolved 72. page
through formal grievance mechanisms
MVM-8 Existence of KIR system 37.page
MVM-9 Description of the acquisitions of the MVM Group 122. page
MVM-10 Grants provided by the MVM Group 119. page
Anti-corruption as material topic
. . . . . . . For more information about the anti-corruption activities of
Korr103-1 Explanation of anti-corruption as material topic and its boundaries the MVM Group, see pages 47 to 49 of the 2016 Report. 35. page
Korr103-2 The management approach to anti-corruption and its components 35. page
Korr103-3 Evaluation of the management approach 35. page
205-1 Operations assessed for risks related to corruption 35. page
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205-2 Communication and training about anti-corruption policies and procedures 35. page

No proceedings were instituted in the MVM Group in the reference
205-3 Confirmed incidents of corruption and actions taken year on the basis of a complaint, report or event implying the 36.,129. page
suspicion of corruption.

VE103-1 Explanation of anti-competition behaviour as material topic and its boundaries 36. page
VE103-2 The management approach to anti-competition behaviour and its components 36. page
VE103-3 Evaluation of the management approach 36. page

No legal action for anti-competitive behaviour, anti-trust
and monopoly practices were instituted in the MVM Group in

) ) N ) ) } the reference year.
206-1 Legal actions for anti-competitive behaviour, anti-trust and monopoly practices ) ) ) N ) 36, 130. page
No legal proceedings relating to anti-competitive behaviour

were instituted and pending in the reference year at MVM Ltd.
and the member companies covered by the Integrated Report.

KVM103-1 Explanation of environmental compliance as material topic and its boundaries 37. page

KVM103-2 The management approach to environmental compliance and its components 37. page

KVM103-3 Evaluation of the management approach 37.page
307-1 Non-compliance with environmental laws and regulations 38, 72. page

GT103-1 Explanation of economic performance as material topic and its boundaries 42.page
GT103-2 The management approach to economic performance and its components 42. page
GT103-3 Evaluation of the management approach 47. page
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Direct economic value generated and distributed (including revenues, operating

Page number

201-1 costs, employee compensation, donations and other community investments, 48. page
retained earnings, and payments to capital providers and governments)
201-2 Financial implications and other risks and opportunities arising from climate change 52. page
201-3 Cover for retirement plans provided by the organisation (Pension Plans) 106. page
201-4 Financial assistance received from government 49. page
EU1 Installed capacity, broken down by primary energy source 48. page
EU2 Net energy output broken down by primary energy source 48,51, page
EU3 Number of residential, industrial, institutional and commercial customer accounts 54.,63. page
EUS AIIo_cation of CO, emissions allowances or equivalent, broken down by carbon 52. page
trading framework
EUTT Average generation efficiency of power plants, broken down by primary energy 52. page
source
Indirect economic impact as material topic
GH103-1 Explanation of indirect economic impact as material topic and its boundaries 42. page
GH103-2 The management approach to indirect economic impact and its components 42. page
GH103-3 Evaluation of the management approach 42. page
203-1 Development and impact of infrastructure projects and services 42.,57. page
203-2 Significant indirect economic impact, including the extent of impact 42. page
EU4 Length of transmission lines 59. page
EU12 Losses of the transmission system 59. page
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RA103-1 Explanation of availability and reliability as material topics and their boundaries 63. page
RA103-2, EU6 The management approach to availability and reliability and its components 63. page
RA103-3 Evaluation of the management approach 63. page
EU10 Capacity increase planned and expected increase in demand in the long term 65. page

Explanation of practice of demand side balancing as material topic

FOT03-1 and its boundaries 66. page
FO103-2, EU7 The management approach to demand side balancing and its components 66. page
FO103-3 Evaluation of the management approach 67. page

KF103-1 Explanation of research and development as material topic and its boundaries 59.60. page
KF103-2, EU8 The management approach to research and development and its components 59, 60, 61. page
KF103-3 Evaluation of the management approach 61. page

Explanation of the decommissioning of nuclear power plant as material topic

NU103-1 and its boundaries 67. page
NU103-2, EU9 The management approach to the decommissioning of nuclear power plant 69. page
and its components
NU103-3 Evaluation of the management approach 67.,69. page

A103-1 Explanation of materials as material topic and its boundaries 73. page
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A103-2 The management approach to materials and its components 73. page
A103-3 Evaluation of the management approach 73. page
301-1 Auxiliary materials and fuels used by weight or volume 73. page

En103-1 Explanation of energy as material topic and its boundaries 74. page
En103-2 The management approach to energy and its components 74. page
En103-3 Evaluation of the management approach 74. page
302-1 Energy consumption within the organisation 74. page
302-3 Energy intensity 76. page
302-4 Reduction of energy consumption 77. page
0G2 Total amount invested in renewable energy 58. page
0G3 Amount of renewable energy generated by source 52. page

Viz103-1 Explanation of water as material topic and its boundaries 78. page

Viz103-2 The management approach to water and its components 78. page

Viz103-3 Evaluation of the management approach 78. page
303-1 Total water withdrawal by source 80. page
303-2 Water sources significantly affected by withdrawal of water 79, 80. page
303-3 Water recycled and reused 80. page
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Page number

Lég103-1 Explanation of emissions as material topic and its boundaries 80. page

Lég103-2 The management approach to emissions and its components 80. page

Lég103-3 Evaluation of the management approach 80. page
305-1 Direct GHG emissions 80, 81. page
305-2 Energy indirect GHG emissions 80.,83. page
305-3 Other indirect GHG emissions 80. page
305-4 GHG emissions intensity 83. page
305-5 Initiatives to reduce greenhouse gas emissions and reductions achieved 77.,83. page
305-6 Emissions of ozone-depleting substances 80, 85. page
305-7 Air emissions by type and weight 80., 84. page

Foly103-1 Explanation of effluents and waste as material topics and their boundaries 86.,87.,91. page
Foly103-2 The management approach to effluents and waste and its components 86., 87, 91. page
Foly103-3 Evaluation of the management approach 86.,87.,91. page
306-1 Total water discharge by quality, destination and treatment method 86.,91. page
306-2 Quantity of waste by type and treatment method 87.,91. page
OG5 Volume of water produced during hydrocarbon production and method of its disposal 86. page
0G6 Volume of flared and vented hydrocarbon 86. page
0G7 Amount of drilling waste and drill mud and strategies for disposal and treatment 86. page
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Bio103-1 Explanation of biodiversity as material topic and its boundaries 94. page
Bio103-2 The management approach to biodiversity and its components 94. page
Bio103-3 Evaluation of the management approach 94. page
3041 g)npde;arteigsnglfsritigf1 %v;ﬁsélriﬁ;e& lrjneanaged in, or adjacent to, protected areas 94. page
304-2 Significant impact of activities, products and services on biodiversity 95. page
304-3 Habitats protected or restored 101. page

KErt103-1 Explanation of supplier environmental assessment as material topic and its boundaries 102. page
KErt103-2 The management approach to supplier environmental assessment and its components 102. page
KErt103-3 Evaluation of the management approach 102. page
308-1 Percentage of new suppliers that were screened using environmental criteria 102. page
308-2 Significant negative environmental impact in the supply chain and actions taken 102. page

F103-1 Explanation of employment as material topic and its boundaries 104. page
F103-2 The management approach to employment and its components 104. page
F103-3 Evaluation of the management approach to employment 104. page
102-8 Information on employees and other workers 104. page
401-1 Total number and rate of new employee hires by age group and gender, 105. page

in absolute value and percentages
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Benefits provided to full-time employees that are not provided to temporary

401-2 or part-time employees, by significant locations of operation

106. page

Number of employees eligible to retire in the next 5 and 10 years,

FUTS broken down by employee category

107. page

MV103-1 Explanation of labour/management relations as material topic and its boundaries 107. page

MV103-2 The management approach to labour/management relations and its components 108.,109. page

MV103-3 Evaluation of the management approach to labour/management relations 109. page
402-1 Minimum notice periods regarding operational changes 109. page

MET03-1 Explanation of occupational health and safety as material topic and its boundaries 109. page
ME103-2 The management approach to occupational health and safety and its components 109. page
ME103-3 Evaluation of the management approach to occupational health and safety 110. page

Policies and requirements regarding health and safety of employees and employees

FUT6 of contractors and subcontractors 114. page
403-1 Echter:w;an%eszietg;aclovr\fr;ﬁf;?éceci represented in formal joint management-worker 111, 114. page
403-2 nypes of injuries and rates of injury, occu pati‘o.nal diseases, lost days and absence 113. page
rom work and number of work-related fatalities
403-4 Health and safety topics covered in formal agreements with trade unions 110, 114. page
403-5 Worker training on occupational health and safety 109, 117. page
403-7 Prevention and mitigation of occupational health and safety impact 114. page
403-9 Work-related injuries 113. page
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Indikator number Description Notes Page number

403-10 Work-related ill health 113. page

Percentage of contractor and subcontractor employees that have undergone

EU18 relevant health and safety training

114. page

Explanation of disaster management, contingency planning and response

KV103-1 as material topic and their boundaries 114. page
KV103-2 The management fapproach to disaster management, contingency planning 115. page
and response and its components
KV103-3 Evalugtlon of the management approach to disaster management, contingency 115. page
planning and response
U2 Contingency planning measures, disaster/emergency management plans 115. page

and training programmes, and recovery/restoration plans

VF103-1 Explanation of emergency preparedness as material topic and its boundaries 115. page
VF103-2 The management approach to emergency preparedness and its components 115. page
VF103-3 Evaluation of the management approach to emergency preparedness 115. page

KO103-1 Explanation of education and training as material topics and their boundaries 116. page
KO103-2 The management approach to education and training and its components 116. page
KO103-3 Evaluation of the management approach to education and training 116. page
404-1 Average hours of training per year per employee by employee category 117. page
404-2 Programmes for upgrading employee skills and transition assistance programmes 117. page
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Indikator number Description Notes Page number

The figure stated relates to the the whole MVM Group, where
83.4% of the 11,888 employees, that is, 9,913 people received
Percentage of employees receiving regular performance and career development performance reviews. No data are available by Executive A to E

4043 reviews and subordinate category. All of the 3,797 employees of the 117, 138. page
NKM Group are rewarded with bonuses, but 1,822 (48%)
were subjected to performance evaluation in 2018.
EU20 Approach to managing the impact of displacement of local residents 119. page
EU22 Number of people physically or economically evacuated or displaced due to 119, page

the operation of the company and compensation, broken down by project

HK103-1 Explanation of local communities as material topic and its boundaries 119. page
HK103-2 The management approach to local communities and its components 119. page
HK103-3 Evaluation of the management approach to local communities 119. page

Percentage of operations with programmes assessing, managing and developing
413-1 the impact on local communities, including the impact of mobilisation to the site, 119. page
operation and demobilisation from the site, as well as their nature, extent and efficiency

EU20 Approach to managing the impact of displacement of local residents 119. page

Number of people physically or economically evacuated or displaced due to

FU22 the operation of the company and compensation, broken down by project

119. page

KP103-1 Explanation of public policy as material topic and its boundaries 121. page
KP103-2 The management approach to public policy and its components 121. page
KP103-3 Evaluation of the management approach to public policy 121. page

415-1 Political contributions 121. page
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Indikator number Description Notes Page number

Access as material topic

H103-1 Explanation of public policy as material topic and its boundaries 122. page
H103-2 The management approach to public policy and its components 122. page
H103-3 Evaluation of the management approach to public policy 122. page

Number of sites that have been decommissioned and sites that are in the process of

OGTI being decommissioned 122. page
EU23 Programs, includ{ng those in partnership with government, to improve or maintain 123. page
access to electricity and customer support services
EU30 Average plant availability 124, page
Social and economic compliance as material topic
TGM103-1 Explanation of social and economic compliance as material topic and its boundaries 121. page
TGM103-2 The management approach to social and economic compliance and its components 121. page
TGM103-3 Evaluation of the management approach to social and economic compliance 121. page
419-1 Non-compliance with laws and regulations in the social and economic area 122. page
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Consolidated Balance Sheet of the MVM Group, 2018 (HUF million)

Item description Previous Modiﬁcations of | Reference
year previous years

01. A.Fixed assets (02+10+18) 916,390 0 1,164,323
02. | I Intangible assets (03+04+05+06+07+08+09) 31,476 0 38,730
03. Capitalised value of formation and restructuring 665 987
04. Capitalised value of research and development 77 84
05. Rights and concessions 25,044 28,887
06. Intellectual property 5634 8,702
07. Goodwill 0 0
08. Advances on intangible assets 0 0
09. Upwards revaluation of intangible assets 56 70
10. | Il Tangible assets (11+12+13+14+15+16+17) 838,134 0 1,078,213
11. Land and buildings and related rights and concessions 400,035 562,539
12. Technical equipment, machinery, vehicles 169,417 218375
13. Other equipment, fittings, vehicles 8,044 9,736
14, Breeding animals 0 0
15. Assets under construction, renovations 55,200 82,579
16. Payments on account 1,218 783
17. Upwards revaluation of tangible assets 204,220 204,201
18. | lll. Investments (19+20+21+22+23+24+25+26+27+28+29) 46,780 0 47,380
19. Long-term interests in related companies 9 44
20. Long-term loans to related companies 0 0
21. Long-term significant ownership interest 4,098 4,887
22. Long-term loans to companies related through significant ownership interest 0 0
23. Other long-term interests 32,331 34,295
24. Long-term loans to affiliated companies 0 0
25. Other long-term loans 1,105 1,223
26. Long-term debt securities 0 0
27. Upwards revaluation of investments 0 0
28. Revaluation difference on investments 0 0
29. Goodwill on consolidation (30+31) 9,237 6,931
30. from subsidiaries 9,237 6,931
31. from associated companies 0 0
32. B.Current assets (33+40+50+57) 553,127 0 589,231
33. | l.Inventories (34+35+36+37+38+39) 213,265 0 216,132
34, Raw materials and consumable goods 111,003 109,105
35. Work in progress and semi-finished goods 7,029 5,588
36. Young, fattened and other livestock 0 0
37. Finished goods 6 6
38. Goods 87,028 94,441
39. Advances on inventories 8,199 6,992
40. | Il. Receivables (41+42+43+44+45+46+47+48+49) 230,834 0 268,050
41. Trade receivables 138,762 171,982
42. Receivables from related companies 16,133 173
43. Receivables from companies related through significant ownership interest 322 389
44, Receivables from affiliated companies 3,066 1,422
45. Bills receivable 0 0
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Item description Previous Modiﬁcations of | Reference
year previous years

46. Other receivables 45,646 62,087
47. Revaluation difference on receivables 0 0
48. Revaluation gain on derivative transactions 23,747 28,520
49. Corporation tax receivable from consolidation 3,158 3477
50. | Il Securities (51+52+53+54+55+56) 7 0 0
51 Interests in related companies 0 0
52. Significant ownership interest 0 0
53. Other interests 7 0
54. Treasury shares, business shares 0 0
55. Debt securities held for trading 0 0
56. Revaluation difference on securities 0 0
57. | IV. Cash and cash equivalents (58+59) 109,021 0 105,049
58. Petty cash, cheques 32 33
59. Bank deposits 108,989 105,016

61. Accrued income 16,909 42,602
62. Prepayments 36,474 39,574
63. Deferred expenses 0 0

Item description

Previous

Modifications of | Reference

year

previous years

66. | I.Subscribed capital 308,401 0 308,401
67. of which: repurchased ownership shares, at face value 0 0
68. | II. Subscribed, but unpaid capital (-) 0 0 0
69. | lll. Capital reserve 31,257 0 31,257
70. | IV.Retained earnings 258,985 0 256,582
71. | V.Non-distributable reserve 965 0 1,085
72. | VI.Valuation reserve (73+74) 217,238 0 212,931
73. Valuation reserve from upwards revaluations 204,276 204,271
74. Fair value reserve 12,962 8,660
75. | VII. Adjusted profit after tax 3,906 0 21,493
76. | VIII. Change in subsidiaries’ equity -20,301 0 -29,143
77. | IX. Changes due to consolidation (78+79+80+81+82) -12,458 0 -6,060
78. From debt consolidation difference 3,762 6,833
79. From interim profit/loss difference -16,220 -16,047
80. Amortisation of goodwill on consolidation 0 0
81. Changes to shares of associated companies 0 0
82. Latent tax 0 3,154
83. | X.Share of minority shareholders 576 0 115,481

85. Provisions for expected liabilities 79,702 121,156
86. Provisions for future costs 18,906 6,386
87. Other provisions 0 0
M
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Previous | Modifications of | Reference

Item description

year previous years year
88.  F.Liabilities (89+95+105) 403,069 0 587,028
89. | I.Subordinated liabilities (90+91+92+93+94) 18,000 0 32,272
90. Subordinated liabilities to related companies 0 0
91. Subordinated liabilities to companies related through significant ownership interest 0 0
92. Subordinated liabilities to affiliated companies 0 0
93. Subordinated liabilities to other entities 0 0
94. Badwill on consolidation 18,000 32,272
95. | II. Non-current liabilities (96+97+98+99+100+101+102+103+104) 129,313 0 166,956
96. Long-term borrowings 0 5
97. Convertible bonds 0 0
98. Debts on the issuance of bonds 0 0
99. Investment and development loans 23,796 17,870
100. Other long-term loans 105,494 149,065
101. Non-current liabilities to related companies 0 0
102. Non-current liabilities to companies related through significant ownership interest 0 0
103. Non-current liabilities to affiliated companies 0 0
104. Other non-current liabilities 23 16
105. | lll. Current liabilities (106+108+109+110+111+112+113+114+115+116+117+118) 255,756 0 387,800
106. Short-term borrowings 226 170
107. of which: convertible bonds 0 0
108. Short-term loans 33,019 87,219
109. Advances from customers 4,934 4556
110. Trade liabilities 70,111 74,967
111 Bills payable 0 0
112. Current liabilities to related companies 1111 965
113. Current liabilities to companies related through significant ownership interest 32,220 33,948
114. Current liabilities to affiliated companies 374 764
115. Other current liabilities 104,124 160,878
116. Revaluation difference on liabilities 0 0
117. Revaluation loss on derivative transactions 9,637 24,333
118. Corporation tax liability from consolidation 0 0
119. G. Accrued expenses and deferred income (120+121+122) 232,654 0 209,133
120. Income accruing for future periods 101,674 55913
121. Accrued expenses 35912 58,072
122. Deferred income 95,068 95,148
123. TOTAL EQUITY AND LIABILITIES (65+84+88+119) 1,522,900 0 1,835,730
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Profit and Loss Account of the MVM Group, 2018 (HUF million)

01.
02.
03.
04.
05.
06.
07.
08.
09.

21.
23.
24,
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.

42.
43.
44.
45.

Net domestic sales revenue
Net export sales revenue
I. Net sales revenue (01+02)
Changes in self-manufactured inventories
Capitalised value of self-manufactured assets
1I. Own performance capitalised (04+05)
1ll. Other income
Of which: reversed impairment
1ll/A. Difference from debt consolidation increasing profit
Material costs
Services used
Other services
Cost of goods sold
Services sold (mediated)
IV. Material-type expenses (10+11+12+13+14)
Wage costs
Other staff benefits
Wage contributions
V. Staff costs (16+17+18)
VI. Depreciation
VII. Other expenses
Of which: impairment
VII/A. Difference from debt consolidation decreasing profit
A. Operating profit (03+06+07+09-15-19-20-21-23)
Dividends received from associated companies
Dividends received from affiliated companies
Income from, exchange gains on interests
Of which: from related companies
Income from, exchange gains on investments (securities, loans)
Of which: from related companies
Other interest received and similar income
Of which: from related companies
Other income from financial transactions
Of which: from revaluation companies
VIIl. Income from financial transactions (25+26+27+29+31+33)
Expenses, exchange losses on interests
Of which: to related companies
Expenses, exchange losses on investments (securities, loans)
Of which: to related companies
Interest payable and similar expenses
Of which: to related companies
Impairment on interests, securities, long-term loans, bank deposits
Other expenses on financial transactions
Of which: revaluation difference

IX. Expenses on financial transactions (36+38+40+42+43)

¥ ANNEXES

872,391 1,026,835
458,695 692,103
1,331,086 0 1,718,938
-176 -1,540
25,237 56,479
25,061 0 54,939
62,361 0 59,759
994 1,500

0 0 0
71,458 92,635
114,649 108,096
8,301 10,242
859,818 1,125,457
60,286 68,717
1,114,512 0 1,405,147
72,066 88,676
18,767 20,377
20,673 22,401
111,506 0 131,454
61,303 0 62,359
100,535 0 184,274
9,378 8930

0 0 0
30,652 0 50,402
1,969 367
2,223 2,070

1 34

1 0

193 180

192 160

350 83

327 0
40,314 72,186
1,240 10,192
45,050 0 74,920
146 9

0 9

0 5

0 0

2,586 1,818

1 0
16,408 -2,674
41,777 75,778
524 13,728
60,917 0 74,936
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Previous | Modifications of | Reference

Item description

year previous years year
46. B.Profit/Loss on financial transactions (35X45) -15,867 0 -16
47.  C.Profit before tax (24+46) 14,785 0 50,386
48. | X.Taxliability 10,954 0 28,833
49. | X/A. Corporation tax difference due to consolidation (+) 87 0 300
50. D.Profit after tax (47-48+49) 3,918 0 21,853
51. Share of minority shareholders (other owners) of profit/loss after tax of subsidiaries 12 360
52. E.Adjusted profit after tax (50-51) 3,906 0 21,493

Cash Flow Statement of the MVM Group, 2018 (HUF million)

1.

Profit before tax (+/-) 14,785 50,386
2. Booked amortisation (+) 61,315 62,371
3. Booked impairment and reversal, reversal of impairment on financially impaired receivables (+/-) 17,916 -1,956
4. Value of forgiven receivables 17 31
5. Value of forgiven liabilities -18 -34
6. Retired, missing tangible and intangible assets (+) 2,148 1,781
7. Extraordinary depreciation/ amortisation (+) 7,031 5,095
8. Result from the derecognition of fixed assets and in kind contribution of assets (-/+) -1,332 618
9. Dividends, profit shares received (-) -4,192 -2437
10. Revaluation difference of credits, loans disbursed and received, and bond liabilities (+/-) -463 4,190
1. Reporting year valuation of associated companies (+/-) 275 70
12. Definitive cash and cash equivalent transfers (+) 2,795 44875
13. Definitive cash and cash equivalent receipts (-) -5612 -5,580
14. Tax paid, payable (on profit) (=) -10,954 -28,833
15. Dividends and profit shares paid, payable (-) -7,508 -7,508
I./A OPERATING CASH FLOW WITHOUT CHANGES IN WORKING CAPITAL 76,203 121,833
16. Changes in trade receivables (-/+) 13,272 -15,194
17 Changes in current assets (without trade receivables, cash pool, individual loans and cash and cash 76111 11,809
equivalents) (-/+)
17/a. Changes in inventories (—/+) —42,957 3,325
17/b, Chgnges in receivables f(orr? (e/ated companies and companies related through significant ownership interest 16,334 16,292
(without cash pool and individual loans) (~/+)
17/c. Changes in other receivables (~/+) -16,820 -7815
17/d. Changes in securities (-/+) 0 7
18. Changes in deferred expenses and accrued income (-/+) 24,334 -17,154
19. Difference between provisions recognised and used (+/-) -16,863 22,809
20. Changes in trade liabilities (+/-) -2,450 -4,063
21. Changes in other current liabilities (+/-) 23,017 42,219
21/, Chgnges in liabilities to r.e/avte.d companies and companies related through significant ownership interest 3071 3645
(without cash pool and individual loans) (~/+) ! !
21/b. Other changes in current liabilities (+/-) 19,946 45,864
22. Changes in accrued expenses and deferred income (+/-) 42,125 -60,531
23. Changes to goodwill on consolidation (+/-) 0 130
24, Changes to badwill on consolidation (+/-) -149 -1,518
1./B CHANGES IN WORKING CAPITAL 7175 -21,493
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25.
25/a.
25/b.
25/¢.
25/d.

26.

27.

34.
35.
36.
37.
38.
39.
40.

42.
43.
.

OPERATING CASH FLOW

Purchase of fixed assets ()

Fixed asset additions ()

Changes in payments on account (+/-)

Changes in construction suppliers (+/-)

Increase in investments

Income accounted for due to derecognition of investments (+)

Dividends, profit shares received (+)

Effect of inclusion of subsidiaries into consolidation scope

Effect of removal of subsidiaries from consolidation scope

INVESTMENT CASH FLOW

Proceeds from issuance of shares (capital increase) (+)

Withdrawal of shares (capital decrease) (-)

Share of external shareholders (+/-)

Income from issuance of bonds, debt securities (+)

Repayment of bonds, debt securities (-)

Loans, borrowings (+)

Repayment of loans and borrowings (-)

Changes in cash pool receivables and individual loans to subsidiary companies (-/+)
Changes in cash pool liabilities and individual loans from parent company (+/-)
Repayment of long- and short-term loans and termination, redemption of bank deposits (+)
Increase in long- and short-term loans and bank deposits (-)

Definitive cash and cash equivalent receipts (+)

Definitive cash and cash equivalent transfers (-)

Changes in liabilities to founders and other non-current liabilities (+/-)

FINANCING CASH FLOW

CHANGES IN CASH AND CASH EQUIVALENTS

ANNEXES

83,378
-81,268
80,354
208
-1,052
-70
3,455
4,192
-94,656
0
-168,277
0

0

0

0

0
229424
—-244,110
0

141

246
-6,202
24,397
-2,795

1

1,102
-83,797

100,340
-124,393
122,660
466
-2,139
-60

544
2,437
-28,144
70

-149,486

604,230
532,697
0

-57
387
-364
12,211
44,876
-25
45,174
-3,972
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Nuclear Safety, Summary of the Nuclear Supervisory Authority
NUCLEAR SAFETY

he nuclear power plant aims, in addition to the all-time priority of safe

operation, to generate electricity safely, at optimal cost levels and on
reasonable technical grounds for the longest period possible. The basis of the
requirements for the operation of MVM Paks Nuclear Power Plant Ltd. is set out in
the Atomic Energy Act (Act CXVI of 1996), Government Decree No 118/2011 of 11
July 2011 on the implementation of the Atomic Energy Act and the Nuclear
Safety Codes (NSC) issued as an annex to the latter. MVM Paks Nuclear Power
Plant Ltd. demonstrates its full compliance with the prescribed requirements to
the Hungarian Atomic Energy Authority annually as part of a Final Safety Report.
The set of operational safety indicators comprising the safety indicators compiled
by the World Association of Nuclear Operators (WANO) and mostly applied by
the member power plants have been providing assistance for years to the
operator of the nuclear power plant in monitoring operation and development,
and allows comparisons with the performance of other power plants and the
appropriate distribution of funds and priorities serving the improvement of safety.

In addition to WANO's operational safety indicators, one of the reactor-specific
means, which is less suitable for international comparison and is rather used for
measuring the use of internal experiences and the safety performance of the power
plant and the staff, that is, self-assessment, is the Power Plant Safety Indicator
System. The Paks Nuclear Power Plant has been applying the Safety Indicator
System for years, which can be used for continuously monitoring and annually
evaluating the safety indicators applied, publishing a Security Assessment of the
indicators every year. The safety indicators presented in the evaluation characterise
the safe operation of the nuclear power plant and present it in a quantified form.

In accordance with WANO's recommendations and good practices, MVM Ltd., as
the owner of the MVM Paks Nuclear Power Plant, has been monitoring and

ANNEXES
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evaluating the nuclear safety of the nuclear power plant independently of the
organisations of the nuclear power plant since April 2015 in order to point out
possibilities for continuously improving nuclear safety and thereby to help
achieving the highest level of safety.

THE PLACE OF MVM PAKS NUCLEAR POWER PLANT LTD. IN THE WORLD

To illustrate this, the following diagram shows the ranking of WER reactors by
WANO performance indicator.

When trends in performance are prepared and performance is compared, it is very
useful if a value that reflects the performance of the unit/power plant, measured by
WANO performance indicators, is used. A single value calculated from multiple
input data is called a combined indicator. In addition to providing a specific value
for overall performance, the indicator can also provide insights into the special
performance areas, which can be improved with greater attention or focus. In order
to support WANO and its members, a combined performance indicator has been
calculated for units within WANO, which is often simply referred to as ‘the indicator’.

The indicator is calculated for an individual unit with a maximum value of 100
points (the higher the value, the better the performance) and is the weighted
average of specific WANO indices.

EVALUATION OF THE SAFETY OF MVM PNPP LTD.

In 2018, the Nuclear Surveillance Department monitored the development of the
safety indicators of MVM Paks Nuclear Power Plant Ltd. These indicators were
presented and evaluated in monthly and quarterly reports. The diagrams below
show reactor protection operations between 2010 and 2017 and the annual
number of events rated on the international scale.
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Paks 4

Paks 1

Loviisa 1
Bohunice 3
Balakovo 1
Tianwan 2
Mochovce 2
Tianwan 1
Rostov 1
Kalinin 4
Kalinin 1
Mochovce 1
Kalinin 3
Balakovo 4
Rovno 2
Rovno 1
Balakovo 2
Loviisa 2
Kozloduy 5
Bohunice 4
Balakovo 3
Paks 2

Kursk 3
Kozloduy 6
Rovno 4

Kola 3

Kola 4
Bilibino 4
Bilibino 2
Zaporozhye 6
Paks 3
Zaporozhye 5
Zaporozhye 3
Zaporozhye 1
Temelin 1
Dukovany 1
Bushehr 1
Bilibino 1
Novovoronezh 5
Zaporozhye 2
Bilibino 3
Khmelnitski 2
Kalinin 2

WANO MC WER INDEX 2018

Dukovany 3

Temelin 2 h

Smolensk 3
Kursk 4

South Ukraine 1
Rovno 3
Dukovany 2
Zaporozhye 4
Kola 2
Novovoronezh 4
South Ukraine 3
Kola 1
Dukovany 4
Leningrad 4
Armenian 2
Rostov 2
Smolensk 2
Kursk 2

Kursk 1
Khmelnitski 1
Smolensk 1
Leningrad 2
Leningrad 1
South Ukraine 2
Leningrad 3
Kudankulam 1

100
100

100
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NUMBER OF OCCASIONS WITH THE AUTOMATIC OPERATION OF

THE BREAKDOWN PROTECTION SYSTEM, STAGE 1 (UV-1), OCCURRING IN
A CRITICAL STATE OF THE REACTOR

Strategic goal: 0

2018 target: 1

Number of occasions with the automatic operation of
the breakdown protection system, Stage 1

0 0 0 0 0 0

2014 2014 2014 2014 2014 2014 2014 2014 2014
= Target

The breakdown protection system of the four blocks operated automatically once
in Stage 1in 2018. As a result, the strategic goal could not be achieved. After the
reasons for its activation were analysed, preventive measures were introduced by
MVM Paks Nuclear Power Plant Ltd. Its operation did not jeopardise nuclear safety.
Taking into account the annual target value, the rating of the indicator is excellent.

NUMBER OF INES EVENTS

The scale was initially used to rate events occurring at nuclear power plants, then
it was extended and revised so that it can be used for assessing the significance

ANNEXES

of as many events occurring during the peaceful use of nuclear energy as possible.
The INES scale may also be applied to rate events occurring during the transport,
storage and use of radioactive materials and radioactive sources.

The events are rated on a scale of seven levels: INES 1 to 3 levels are called
breakdowns, while INES 4 to 7 levels are called accidents. Events that do not
have safety significance are rated at an out-of-scale or below-the-scale level
(INES 0). Events that are not relevant to radiation safety or nuclear safety may not
be rated by this scale.

Events on the ISES scale
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NUCLEAR SAFETY SURVEILLANCE AT MVM LTD.

Within the group-level regulatory system of MVM Ltd., the operation of the
Nuclear Surveillance Department is regulated by Group-level Policy CsSz-17, the
Nuclear Safety Surveillance Policy of the MVM Group, and Process Instructions
CsFu-17-01forthe Independent Surveillance Activities of the Nuclear Surveillance
Department.
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MVM PNPP Ltd. regulated the obligations relating to the scope of operation of
the Nuclear Surveillance Department in CEO’s Instruction No 03/2016. A schematic
presentation of the operation is shown in the figure below.
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INTERNATIONAL RELATIONS

MVM Ltd. has been a Category 3 member of the World Association of Nuclear
Operators, the WANO Moscow Centre (WANO MC), since 2015. The exercise of
the rights and the fulfilment of the obligations relating to WANO membership fall
within the competence of the Nuclear Surveillance Department within the
organisations of MVM. The Nuclear Surveillance Department maintains contact
with the staff performing independent surveillance by the owners of nuclear

ANNEXES

power plants operating in European countries. In connection with the WANO
Category 3 membership of MVM Ltd,, seminars are organised regularly by the
WANO Moscow Centre for WANO contact persons, which are also attended by a
representative of MVM Ltd.

INSPECTIONS OF THE NUCLEAR SURVEILLANCE DEPARTMENT

The Nuclear Surveillance Department carried out the following inspections listed
below and sent its findings to the Management of MVM Ltd. and the CEO of MVM
PNPP Ltd. in the form of an evaluation report:

© examination of the preparation and implementation of the in-service
maintenance of Stage Il of MVM PNPP Ltd. in 2018;

 checking the orderliness of the process rooms before a WANO follow-up;

* during the general overhaul of Unit 3, checking of the orderliness of the process
room and the conditions of work and verification of compliance with the work
rules;

* supplier qualification process of MVM PNPP Ltd,

 checking the training system of MVM PNPP Ltd,;

 checking nuclear fuel management by MVM PNPP Ltd.
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Membership in Associations and Mission Initiatives

he member companies of the MVM Group held membership in the following professional associations and organisations and participated

in the following external initiatives:

Atomic Energy Research Coordination Council

50Hertz

AFEER

Amprion Gmbh

APCS Power Clearing and Settlement AG

ATEB

Austrian Power Grid AG

Chamber of Engineers of Bacs-Kiskun County

Chamber of Commerce and Industry of Bacs-Kiskun County
Business Council for Sustainable Development in Hungary (BCSDH)
Chamber of Engineers of Békés County

Non-profit Organisation of Hungarian Internal Auditors
International Professional Association of Dangerous Goods Safety Advisors
Chamber of Engineers of Borsod-Abauj-Zemplén County

Borzen d.o.o.

BSP Southpool

Chamber of Architects of Budapest

Chamber of Engineers for Budapest and Pest County

Budapest Chamber of Commerce and Industry (BKIK)

Budapest Bar Association

Company Information Ltd.

Centre d'étude sur I'Evaluation de la Protection dans le domaine Nucléaire
CEPS ass.

CIGRE

Czech Chamber of Engineers (CKAIT)

Chamber of Commerce and Industry of Csongrad County
Chamber of Engineers of Csongrad County

ANNEXES

Chamber of Architects of Southern Transdanubia
DLMS User Association

EEX

EFET

Electric Power Research Institute
ELES-Eletro-Slovenija doo

Hungarian Scientific Society of Energy Economics
Energy Policy 2000 Association

ENTSO-E

EOQ Hungarian National Committee

Roland Edtvas Physical Society

EPEX Spot

ESO-EAD-Electricity System Operator

Advocacy Consulting Service Association (ETOSZ)
Eurelectric

Hungarian Section of Eurelectric

European Federation of Energy Traders
European Institute of Innivation and Technology
European Nuclear Society

Chamber of Engineers of Fejér County
Association of Adult Educators

FGSZ Trading Platform Ltd.

FORATOM (ENISS)

Forrester Research Limited

Natural Gas Distribution’s Forum

Hungarian Haulier Contractors’ Association

Gas Infrastructure Europe
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Gas Storage Europe

Federation of Technical and Scientific Societies
Economic and IT Forum

GEODE

Scientific Society for Mechanical Engineering

Chamber of Engineers of Heves County

Scientific Association for Infocommunications
Hungarian Service and Outsourcing Association (HOA)
HTE

HUDEX

Hungarian Business Leaders Forum

HUNSUG (Hungarian SAP Users’ Association)

HUPX

IBEX

ICOM Hungarian National Committee (International Council of Museums)
IEC

Infrastructure Association

International Gas Union

ISO 9000 Forum

ISZT

IVSZ

Slovenian Chamber of Engineers

JAK Management Nonprofit Ltd.

JAO

Chamber of Engineers of Jasz-Nagykun-Szolnok County
Joint Venture Association

Keszthely Tourism Association

For Minorities — Pro Minoritate Foundation

Chamber of Engineers of Komarom-Esztergom County
Foundation of Disaster Management of Komdarom-Esztergom County
Hungarian Association of Environmental Enterprises
Hungarian Official Public Procurement Advisors’ Association

ANNEXES

KOVET Association for Sustainable Economy

Hungarian Steel Structures Association

Hungarian Materials Testers' Association

Hungarian Nuclear Forum Association

Hungarian Mining Association

Hungarian Credit Management Association

Hungarian Electromobility Association

Hungarian Electrotechnical Association

Hungarian Society for Separation Sciences

Hungarian Energy and Public Utility Regulatory Authority

Hungarian Energy Association

Hungarian Energy Traders’ Association

Society of Hungarian Value Assessors

Hungarian Association of Machinery and Power Engineering Industries

Hungarian Hydrological Society

Hungarian Innovation Association

Organisation of Hungarian Industrial Maintainers

Hungarian Industrial Property and Copyright Association

Hungarian Cogeneration Association

Hungarian Chamber of Commerce and Industry

Hungarian-Russian Section of the Hungarian Chamber of Commerce
and Industry

Chamber of Hungarian Auditors

Hungarian Road Hauliers” Association

Hungarian Logistics, Procurement and Stockpiling Association

Hungarian Chamber of Engineers

Hungarian Quality Association

Hungarian National Photographers’ Association

Hungarian Association for Non-destructive Testing

Hungarian Standards Institution

Hungarian Hotel and Restaurant Association

Hungarian Hydrocarbon Stockpiling Association
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Association of Hungarian Consulting Engineers and Architects
Professional Association of Hungarian District Heating Providers
Hungarian Bar Association

Hungarian Entrepreneurs’ Salon

Hungarian Leading IT Specialists” Association

MKSZ

European Organisation for Quality, Hungarian National Committee
Confederation of Hungarian Employers and Industrialists

MVM Partner Ltd. Public Utility Balance Group membership
German-Hungarian Chamber of Industry and Commerce

John von Neumann Computer Society

Nuclear Generation Il & Ill Association (NUGENIA)

Smart Future Innovation Cluster

OKTE

OPCOM

Hungarian Atomic Energy Authority (membership in NUCNET)
National Hoisting Machine Association

Hungarian Mining and Metallurgical Society

OTE

PSE- Polskie Sieci Eletroenergetyczne

National Radio Emergency Call and Infocommunications Association

REEF Cooperation

ANNEXES

Réseau de Transport d'Electricité (RTE)

SEECAO (MPHOR and MPMAC)

HUPX

SEPS ass.

National Association of Strategic and Public Service Companies
Chamber of Bodiguards, Property Protection and Private Detectives
Tennet

Chamber of Industry of Tolna County

Chamber of Engineers of Tolna County

Bar Association of Tolna County

Transelectrica

TSCNet

Chamber of Engineers of Veszprém County

Electricity Industry for Sports Foundation

Occupational Safety Representatives Forum of Electricity Industry
Works Council Forum of Electricity Industry

Employers’ Federation of Electricity Companies

WANO

WSE InfoEngine S.A.

Chamber of Engineers of Zala County

Zanka Holiday Centre Association
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CERTIFICATION LETTER

Q-, o i e
KOVET Association for Sustainable Economy validated the MVM Group’s Integrated

Report for the year 2018. Our Association undertook to validate the company’s
report as an independent, third party expert.

BASIS FOR THE EVALUATION OF THE REPORT

B comparing the report’s content and principles to GRI (Global Reporting
Initiative) Standards principles and sustainability indicators — taking into
account the relevant sector specific abbreviations as well;

B interviews with the leaders of the company and the sustainability experts,
the workers of the company;

m checking the process of the sustainability data collection;
m data checking, and random sampling of the data of the report;

W getting to know the company’s sustainability performance and checking
what is written in the report;

W Strategic Sustainability Ranking - to evaluate sustainability performance in
the economic, environmental and social dimensions. The company under-
took this procedure based on our suggestion that we made last year.

We provided the result of the evaluation and our suggestions for modification
of the report to the MVM EBKM Board of Directors in the form of a Validation
letter. Most of the suggestions were built in the 2018 integrated report of

the company, the rest of the suggestions will be taken into consideration
when writing the upcoming reports; in the case of dismissal, they provided a
reasonable and acceptable answer.

OPINION

The report was prepared based on GRI Standards reporting initiative, taking into
account sector specific amendments for energy, oil and gas industry. The report
complies with GRI Standards principles for content and quality.

In each of the relevant topics we get information concerning leadership ap-
proach, and in every case at least one specific data is provided as well, accord-
ing to GRI Standards regulation. Besides this, the company also communicates
data that GRI does not even expect; the company does this using its own "MVM”
indicators. Based on this, the report was prepared on the level of GRI Standards
Core, but in its content it is well beyond the minimum regulation. During the
process of the validation, we did random check for the following indicators:

301-1 - The quantity of the auxiliaries and fuels

305-1 - Direct emission of greenhouse gases

403-4 - Official agreements made with trade unions, concerning
workplace health issues and safety

404-2 - Programs focusing on workers’ capacity building and change
enhancing

419-1 - Trespassing the law and regulation in social and economic fields
HK 103-1, HK 103-2, HK 103-3 indicators - local communities and a
relevant issue:

Structure and logics of the integrated report is traceable and transparent. Some
topics that are of public interest, like the question of nuclear energy, is described
according to obvious principles and especially in a straightforward way. Also, it
presents the data in longer trends (at least 3 years) based on our suggestion from
last year to comply with quality principles of comparability. During the course

of the validation we made interviews with representatives of the departments
concerned in the report, and we made sure of the relevant and real nature of the
data collection process. During the interviews we made certain that sustainability
aspects are part of the company’s operation and workers are aware of the parts

Strategical

VALIDATION LETTER®

by KBVET Association

bility topics, CSR programs and activities, regulations. Workers also know where
to find such pieces of information and representatives of the relevant fields were
involved in writing the report. On the other hand, in several cases we found that
some colleagues know about the parts relevant to them from the report or the
activities but not about other parts, or only superficially. So we can't stress the
importance of further ethic and sustainability trainings enough.

In the report the company group’s sustainability efforts are matched with UNO’s
SDG ( inability Develop Goals) for 2030, and even 12 goals are

set that they want to actively contribute to. Sustainability considerations are
manifested in the company’s strategy.

SUGGESTIONS CONCERNING SUSTAINABLE CAPACITY AND ACTIVITIES

«  The most important economic speciality of the MVM company group is that
security of provisions, which is a social goal, is more important than making
profit. As an indirect social responsibility, we suggest that the company
group spreads this attitude as a good practice actively for other state-owned
companies in the first place, then for a wider circle as well.

«  Beyond this, coming from the company’s core activities and environmental
excellence, and for energy efficiency and sustainability we recommend to
move forward the issue of car-sharing, especially in the case of electric and
plug-in cars (travel communities).

«  Werecommend that MVM as a socially exemplary company that does a lot
for the community should be the first in Hungary to possess a public policy
for justice, equality transparency within the company and an active policy
later to reach these goals (allocating allowances in a rightful way, the ratio of
the minimal wage and the compensation package of the board of directors)
together with building in the sustainability aspects into the performance
evaluation.

SUGGESTIONS IN CONNECTION WITH THE INTEGRATED REPORT AND
THE ETHIC SYSTEM

«  During the interviews e.g. with the ethic training and the code of conduct
we found that NKM operates a different system, and that the constitution
of the ethic committee has not changed since the organisational changes.
We suggest, that integration covers this area as well, as soon as possible,
highlighting its importance.

«  Asthe data content of the report is well beyond the GRI core level, we hencefor-
ward suggest to carry out a gap analysis to reach the GRI Comprehensive level.

«  Aswe mentioned this at the interview, we support the initiative to develop a
data collection software at the company matching the GRI Standards indicator
structure, ensuring the data collection, management and processing in a
convenient way.

«  We suggest carrying out the relevance analysis before the next report again
within the form of a forum by the stakeholders.

«  We suggest in next year's report the 17 Sustainability Development Goals
(SDG) to be matched with MVM indicators on the level of SDG indicators.

«  We suggest counting and using the up-to-date greenhouse gas emission
factors for the electricity made and transported by the company and making
it available for public interest.

oo L e

Wil dealan

. #
Herner Katalin Prof. Dr. Toth Gergely Dr. Gyéri Zsuzsanna

*This Validation letter is the official translation of the Hungarian version.

of the ethic system such as the code of conduct and relevant training; sustaina- executive director secretary general expert
Validation of the MVM Group’s 2018 Report
Rank score Local economic role Environmental impacts Social I h
Economically exemplary, altruistic, Tends to eliminate local environmen- | Leaders and owners live near by the Sustainable and sustaining, not only
growing is not its aim. Accepts tal damages. Its activity and products | activity. Socially pi a“jackpot” plary,but also its positive effect 1
programs with long-run (>10 years) establish values and improve condi- | for all workers and stakeholders (not is way beyond its operation. 2
rate of return. Its leave would be a loss | tions of the local environment. only financially), extraordinary help for ©
to the local community. the local community.
4 Public-sp Has local control. “over- | Socially outstanding, its activity and Sustainable, economically well per-
1 plary, viable in the long term fulfils" requirements, the applied products are very beneficial for all forming socially and environmen-
(through ions), with excellent products and transpy significant efforts forthe | tally responsible and exemplary 8
products and beneficial role in the tion are envii friendly. Its | local ity, but never makes it 3
market. Economically strengthens the | raw materialis transported only from | visible with spectacular PR tools.
local community. the continent.
Economically average, butonly afew | Environmentally appropriate, butnot | Socially acceptable, makes strong Partially sustainable, acceptable,
owners and costumers make profit, exemplary, strong efforts to comply | efforts to do good for people, butits most of the problems would cease =
not a completely alien body in the with regulation, but not to minimize | situation (basic activity, size) raises to exist if all companies would be at a
local community the environmental load. There are question marks. least like this. 3
projects to general improvement
2 Self-interested Economically viable in the short Environmentally irresponsible, Socially irresponsible, impairs workers | Economically viable, but not sustai-
term, but its activity is unjust, creates activity and products unnecessarily and costumers, contributes to social nable, if it disappears, no one will miss. S
faceless products, disproportionately | burden the natural environmentand | conflicts and injustice. the company and its products except &,
few people make profit. human health. for the beneficiaries.
1 Destructive ically not . ' - sodially loitive, it ick
| completely non-viable, destroys the | illegal, severely detrimental for hu- | activity and products are for | profit. It need: ortransfor- &
- local economy or illegal activity. man health and natural ecosystems. people, trouble maker blow-in. Its leave ming immediately. o
is the community’s pleasure.
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INDEPENDENT AUDITORS' REPORT ON THE SUMMARY FINANCIAL
STATEMENTS

For the shareholder of MVYM Magyar Villamos Mivek Zrt,

Opinion
The annexes to the 2018 Integrated Report of MVM Magyvar Villamos Miivek Zrt. and its subsidiaries
(hereinafter: “Group™) on pages 141-146, the consolidated balance sheet, consolidated income staterment

and consolidated statement of cash flows (hercinafter: “summary Hungarian financial statements™) are
derived from the Group's audited consolidated financial statements for 2018,

We are of the opinion that the annexes to the 2018 Integrated Report of the Group on pages 141-146, the
consolidated balance sheet, consolidated income statement and consolidated statement of cash flows are in
all material respects in line with the underlying audited 2018 consclidated balance-sheet, consolidated
income statement and consolidated statement of cash flows of the consolidated financial statements.

Summary Financial Statemenits

The summary financial statements do not contain all the disclosures required by Act C of 2000 on
Accounting (hereinafler: "Accounting Act™) effective in Hungary. Therefore reading the summary
Hungarian financial statements and the related auditor’s report is no substitute for reading the Group's
audited consolidated financial statements and the related auditor’s report for 2018.

The summary Hungarian financial statements and the audited consolidated financial statements for 2018
do not reflect the effects of events subsequent to the date of these consolidated financial statements.

Consolidated financial statements and our report

In cur auditor’s report dated & May 2019, we issued an unqualified opinion with respect to these
consolidated financial statements.

Management's responsibility for the summary Hungarian financial statements

It is the responsibility of the Group's management to ensure that the summary Hungarian financial
statements included in the Integrated Report should correspond to the audited consolidated financial
slatements.
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Auditor's responsibility

It is our responsibility to issue an opinion based on our audit procedures performed in accordance with the
Hungarian National Standard on Auditing no. 810 “Engagements to report on summary financial
statements™ to review whether the summary Hungarian financial statements are in all material respects in
line with the audited consolidated financial statements for 2018,

Budapest, 25 November 2019

The ariginal Hungarian version has been signed.

Horvith Tamds
on behall of Deloitle Auditing and Consulting Lid.
and as a statutory registered auditor

Deloitte Auditing and Consulting Ltd.
1068 Budapest, Dozsa Gyiirgy it 34/C,
Registration number: 000083

Registration number of statutory registered auditor: 003449
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EXPLANATIONS AND DEFINITIONS

Activity means the number of radioactive decays per second in a given quantity
of material. Its unit is Bq (becquerel). 1 Bq = 1/sec

Base load electricity means continuously (24/7) available electricity (as opposed
to capacity available in peak periods). It is typically generated by large (e.g.
nuclear) power plants.

BAT technology or Best Available Techniques means one of the expectations
of the integrated pollution prevention and control permit (IPPC), which requires
that the licensee use the best available technology that is reasonably available
and can be deployed, the overall load of which on the environment is the lowest.

Big data means large amounts of highly varied data and data files, which change
at a high speed, and the complex technological environment used for processing
them.

Black start (power plant) means a (usually backup) power plant capable of
starting without an external energy source.

Block chain means a distributed database that records a continuously growing
list of data blocks in a manner that excludes counterfeiting and modification.

Cloud computing means IT services that are not run on a dedicated hardware
device, but distributed on the service provider's devices, hiding the operating
details of the service from the user. These services can be accessed by users over
a network: in the case of a public cloud, over the Internet, and in the case of a
private cloud, on a local network or on the Internet.

ABBREVIATIONS, EXPLANATIONS AND DEFINITIONS

Cogeneration unit: see heating power plant.

Cogeneration of electricity and heat (cogeneration) means the generation of
electricity and heat in the same energy-generating unit. Cogeneration reduces
energy use and pollutant emissions.

Collective agreement means an agreement regulating the employment
relationship between the employer(s) and the organisation(s) or trade union(s),
representing the interests of employees and establishing rights and obligations.
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Combined cycle power plant means 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 supplying heat. The efficiency of combined cycle power
plants is higher than that of conventional thermal power plants.

Competence (model) means specifying the skills and personal characteristics
required to perform a job or work process.

Consolidation means the accounting process or methodology required for the
compilation of the consolidated annual report of several companies belonging
to the same owners or shareholders.

Demand Side Management (DSM) means influencing the energy consumption
structure (distribution of energy consumption over time), e.g. to reduce
consumption peaks (using rates and central regulation).

Distribution System Operator (DSO) means the company distributing electricity
and gas based on a licence issued by the Hungarian Energy and Public Utility
Regulatory Authority, which is also responsible for, in addition to distribution,
network development, operation and maintenance in its area of activities.

Economies of scale means the optimum quantity of a product (service) made
relative to production costs.

Electricity system means the entirety of power plants and transmission and
distribution networks operated by the System Operator.

Energy management system means a management system devised for

optimising factors and tasks related to energy use and energy management,
conducting energy-related technical tests and measurements, increasing the

ABBREVIATIONS, EXPLANATIONS AND DEFINITIONS

energy awareness of employees, continuous energy development and ultimately
reducing the energy consumption of the organisation.

Energy Performance Indicator means the element of an energy management
system, which is a voluntary (voluntarily established) measurable value measuring
the energy use or efficiency of an organisation.

Energy supplier’s rates for end users means the energy supplier’s final prices.

Environmental Management System means part of the internal management
system of an organisation (company) related to the environment and
environmental protection. It is typically based on Hungarian Standard MSZ EN
ISO 14001:2015.

Gas turbine power plant means a power plant where the turbine rotating the
generator is driven directly by hot gases produced from fuel combustion, without
intermediate steam generation.

Heating power plant means a thermal power plant that, besides supplying heat,
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 cogeneration is higher than that of generating the two
products separately.

INES means the International Nuclear Event Scale, the safety classification of
events, breakdown and accidents reported by nuclear power plants.

Internet of things means the connection of uniquely identifiable physical
objects and devices over the Internet or in a structure similar to the Internet.

Joint management company means a company in which, firstly, the parent com-
pany (a subsidiary of the parent company involved in consolidation) and, secondly,
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one (or more) other company (companies) hold rights defined by the parent com-
pany on an equal basis, by holding a voting ratio of at least 33 per cent. The joint
management company is jointly managed by its co-owners or shareholders.

Land reclamation means restoring the original (natural) state of an area after use
and/or environmental pollution.

Life cycle (analysis) means all environmental impact over the whole life of a
product or process.

LUDC means a List of Uniform Decision-making Competencies.

Materiality matrix means the depiction of materiality considerations from the
point of view of external and internal stakeholders.

Occupational safety (body) with equal representation means a body
competent in occupational safety issues, which includes both occupational
safety representatives and employers.

OHS Management System means the Occupational Health and Safety
Management System.

SAP means one of the world’s leading integrated enterprise management
systems. Its original nameis ‘Systemanalyse und Programmentwicklung’, meaning
‘System Analysis and Program Development'. Its more recent name is ‘Systeme,
Anwendungen und Produkte in der Datenverarbeitung’, meaning ‘Systems,
Applications and Products in Data Processing'.

SAP Learning Portal means an educational web interface for employees.

SAP SRM, Supplier Relationship Manager, is one of SAP's newer modules/
applications, meaning e-business, web-based business application/solution.

ABBREVIATIONS, EXPLANATIONS AND DEFINITIONS

Smart metering means a device that continuously measures consumption (its
instantaneous value) and sends it back to a data centre. Its main advantages are
the traceability of consumption and the facilitation of pricing and invoicing.

System operation means the continuous supervision of the operation of the
electricity system. Its main task in the electricity system is to ensure a constant
balance between use and generation (security of supply).

Price under a power purchase agreement means the price set in a Power
Purchase Agreement.

Recognised Corporate Group means cooperation based on a single business
policy and defined in a domination agreement concluded by at least one
dominant member obliged to prepare a consolidated annual report and at least
three members controlled by the dominant member.
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Remediation means assessing pollution levels remaining in soil and/or subsurface
waters after environmental pollution, determining the extent of pollution and
performing (a series of) activities to reduce or eliminate environmental damage.

Revolving HUF Club Loan Agreement means an agreement concluded for a
credit facility, which is secured by a financing club comprising several financial
institutions, may be used for any purpose, and may be drawn down and repaid
flexibly.

R&D means research and development.

Stakeholder Forum means the first scene of a long-term stakeholder dialogue in
which it is possible to present the sustainability performance of MVM Ltd. on an
annual basis and to revise its material issues in accordance with the requirements
set in the GRI Standards reporting process.

Substation means a node in the electricity network. Network components of the
same voltage level are interconnected in substations by means of switchgear

ABBREVIATIONS, EXPLANATIONS AND DEFINITIONS

(circuit breakers, disconnectors and bus-bars). This is the place where various
voltage levels are connected by transformers.

Transmission means the forwarding of electricity through the transmission
network.

Transmission network means a power line system used for the transmission of
electricity, including supporting structures, together with the associated
transformers and switchgear.

Transmission System Operator (TSO) is the Hungarian system operator, MAVIR
Ltd., on the basis of its operating licence.

Value chain means the link between the main activity (activities) creating value and the

supplementary activity (activities) serving it (them).

WBCSD GHG Protocol means the Greenhouse Gas Protocol developed by the
World Business Council on Sustainable Development (www.ghgprotocol.org).
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Recipient: Zsombor Lérand Latorcai, HSEQ Director Sender:

E-mail: mvm@mvm.hu Date:

Subject: 2018 Integrated Report of the MVM Group

Dear Reader,

Thank you very much for your interest in our publication. We would greatly appreciate any valuable comments or suggestions. Your feedback will help us to
continually improve the quality of the Report.

With sincere thanks,
MVM Group
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Areas to be developed, remarks and proposals for other topics:
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