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ZSE Group’s climate change mitigation transition plan

Disclosures related to the decarbonisation strategy and climate.

Aim of the document

This document is a supporting document for ZSE Group climate change-related disclosures and focuses on the resilient
business and CO_e emission decrease transition plan. It provides a more detailed insight into the efforts of the ZSE group
in climate change mitigation and the transition of the ZSE Group to low-carbon operations, which is inevitable to achieve
European climate neutrality by 2050 as required by the ZSE Green Deal.

The transition plan clarifies how the ZSE group adapts its strategy, business model and financial planning to be able to
comply with the transformation to a sustainable economy to limit global warming to 1.5 °C as per requirements of the Paris
Climate Agreement and achieve climate neutrality by 2050 with either zero or limited excess, as required by Regulation (EU)
2021/1119 on achieving climate neutrality. Its content closely reflects the recommendations of the Task Force for Climate-
Related Financial Disclosures (TCFD), the details of which can be found in an individual chapter.

1. Introduction

Climate change and the role of ZSE

Climate change and the accelerating increase in greenhouse gas emissions have been one of humankind'’s most significant
challenges. Since the pre-industrial ages, CO, volumes in the atmosphere have gone up from approximately 280 particles per
million (ppm) to more than 422 ppm". There is more CO, in the air today than at any time in the last three million years. Global
warming is causing rising sea levels and extreme weather events, including heat waves and severe flooding. Many plant and
animal species are at risk of habitat loss, accelerating biodiversity loss. Communities and ecosystems that fail to adapt will
be hit hardest. The UN Intergovernmental Panel on Climate Change (IPCC) has reiterated this trend in its Sixth Assessment
Report from 20232 Despite ongoing international efforts to reduce emissions, more greenhouse gases are accumulating in
the atmosphere, and climate change is intensifying. The economic slowdown due to COVID-19 restrictions has not changed
this, and a resurgence in greenhouse gas emissions has accompanied the subsequent recovery. Current geopolitical tensions
are affecting the energy policies of many countries. The transition to a low-carbon economy will require, in addition to
massive investments, societal changes in many areas. The ZSE Group is aware of its paramount role in this transformation, as
the energy sector contributes the largest share to greenhouse gas emissions and will, therefore, be one of the key actors in
meeting European climate goals.

ZSE Group's strategy and business model

The ZSE Group’s strategy has three pillars - growth, sustainability, and digitalisation. Our business focuses on the new world of
energy. The rapid growth of renewable sources and the accelerating electrification of the transport and heating industries are
making the energy system much more decentralised and complex while maintaining the central and irreplaceable role of the
power grid.

Digitalisation is one of the cornerstones of the power industry’s future and plays a crucial role in achieving European,
national, and corporate climate goals. Our goal is to become a fully digital utility company, transforming our products,
processes, and services into data-driven and highly interconnected solutions. Through digitalisation, we strive to create added
value and increase efficiency.

ZSE Group is a utility company with approximately 4,000 employees and is one of Slovakia’s leading partners in power and
utility infrastructure. Its business activities are focused on the modern world of power and are divided into three main
business areas - energy networks, customer solutions and electricity generation.

Energy networks
The Energy Networks business area includes the distribution systems of Zapadoslovenska distribuc¢na (ZSD) and
Vychodoslovenska distribu¢na (VSD) and related activities. The main tasks in this business area include the safe operation
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of the distribution system, the implementation of necessary maintenance and service measures, as well as the expansion

of the grid, often in connection with the implementation of customer connections and the connection of renewable energy
generation systems. Our energy networks integrate renewable sources, flexibly connect producers and consumers, and clearly
manage complex energy flows. Greenhouse gas data from electricity distribution represents the fourth largest share of our
total emissions.

Customer solutions

Customer Solutions is a platform for actively shaping the energy transformation together with ZSE Group’s customers

and includes energy retail and infrastructure services. ZSE Group’s activities are focused on the individual needs of our
private, small, and medium-sized as well as large corporate customers, business partners and public sector customers. This
encompasses the supply of customers with electricity, gas, and heat. The electricity and gas we procure and sell to customers
have the largest share of our emission balance. The share of low-emission electricity in our total sold volume is, therefore,

a key number in the context of sustainability.

Our energy solutions offer decentralised, sustainable, and efficient options to support cities, businesses, and households on
their journey to climate neutrality. They help all types of customers to use energy more efficiently, generate their renewable
energy, be energy self-sufficient and reduce their carbon footprint. From 2024, we have decided to develop non-commodity
solutions as a separate business stream. All activities unrelated to electricity and gas supply to non-residential customers are
divided into three separate units - e-mobility, decarbonisation energy efficiency and decentralised energy infrastructure. The
aim is to increase the focus on developing new solutions and actively shape emerging markets for solutions that support our
customers in decarbonisation and improving energy efficiency.

Electricity generation

In addition to two small hydroelectric power plants and a minority stake in a biogas plant, the ZSE Group also has

a combined cycle powerplant with an installed capacity of 430 MW near the village of Malzenice in western Slovakia. The ZSE
Group's electricity and heat generation greenhouse gas emissions represent approximately one-tenth of our total emissions.

2. Climate strategy

The sustainability strategy, or as it is called in the ZSE Group, ESG strategy, includes 3 main sustainability frameworks: climate
and environment protection, social care for people and good corporate governance. We are committed to being a leader in
sustainable business and setting ambitious goals. One of the critical areas we are focusing on is climate change mitigation
goals.

The Climate Change Mitigation Transformation Plan represents the ZSE Group'’s climate strategy, in which we clearly
emphasise that the primary way forward in achieving climate goals is to prevent emissions, reduce them, increase energy
efficiency, and improve processes. We offset emissions that we cannot avoid where we can through substitutions, e.g. by
purchasing guarantees of origin.To achieve our target values in 2030, we also count on compensation measures within the
voluntary carbon market for the remaining emissions. We are monitoring developments in this area at the level of our holding
company, E.ON. We will explore the possibilities of nature-based or technology-based solutions for preventing or removing
CO_e to achieve climate goals. In the climate strategy, we count on both external effects and the gradual decarbonisation of
the national energy mix

CO,e emissions and climate goals

Identifying the sources of our emissions is a basic premise for calculating CO_e emissions, which makes it easier for us to find
ways to reduce them. In the emission balance, the ZSE Group follows the standard for recording and reporting greenhouse
gases based on the Greenhouse Gas Protocol (GHG Protocol). Based on the GHG methodology, we have divided our carbon
emissions according to the leading cause of their occurrence.

Scope 1 - direct greenhouse gas emissions from the combustion of fuels in sources we own or control, such as our power
plants, boiler houses and vehicle fleet. This also includes fugitive SF6 emissions associated with our grids’ operation and air
conditioning emissions.

Scope 2 - indirect greenhouse gas emissions from generating electricity that we source for our buildings, operations, and
electric vehicles or from losses in our electricity networks. These emissions do not occur physically on our premises but in the
facilities where the electricity is generated.




Scope 3 - indirect emissions that arise between generation and ZSE (upstream) and between ZSE and the customer
(downstream). They arise primarily from electricity generation, which we purchase and sell to our end customers. Scope 3
also includes emissions from the use of gas, which we sell to end customers, as well as emissions from the production and
provision of goods and services we purchase and other categories we monitor.

Climate goals

In the context of electricity generation and distribution, as well as gas and electricity sales, climate neutrality means
physically producing as few emissions as possible and offsetting the remaining emissions that we cannot eliminate. In

2022, the global Science Based Targets Initiative (SBTi), which validates the setting of science-based climate targets by
organisations, recognised that the climate targets of our holding company, E.ON, are in line with the 1.5°C limit to global
warming set out in the Paris Climate Agreement. This means that the planned emission reductions of the E.ON Group will help
limit global warming to 1.5°C compared to pre-industrial levels. To this end, E.ON needs to reduce emissions in scopes 1,2 and
3 by at least 50% by 2030 compared to the 2019 baseline (absolute target).

In 2022, ZSE committed to the E.ON Group's climate goals in its ESG strategy to reduce emissions in Scopes 1 and 2 by 75%
by 2030 and by 100% by 2040 and to reduce emissions in Scope 3 by 50% by 2030 and by 100% by 2050. In 2024, we updated
the ESG strategy. We set a target to reduce emissions in Scopes 1 and 2 by 50-75% and in Scope 3 by 50% by 2030 compared
to the baseline year 2024, thereby committing to the E.ON Group’s midterm goal, which is in line with limiting global
warming to 1.5°C as set out in the Paris Climate Agreement. This change was made due to the complexity of the measures
we can implement with respect to emissions produced from distribution losses in our distribution system. Despite limited
control over the total volume of electricity distributed, which also includes the volume to customers outside the ZSE Group,
compliance with the SBTi targets requires reducing emissions related to the energy we distribute to any consumer. We will
continue to work on this topic within our holding company, E.ON.

In 2022, ZSE set 2020 as the baseline year for comparing the fulfilment of these ambitious goals, as 2020 was the first

year in which the ZSE Group calculated and disclosed its emission balance based on the GHG Protocol. At the end of 2023,
Vlychodoslovenska energetika Holding a.s. (VSEH), Vychodoslovenska distribucng, a.s. (VSD) and Vychodoslovenska energetika
a.s (VSE) were integrated, thus becoming subsidiaries of the ZSE Group. For 2023, we disclosed the first consolidated emission
balance, which we disclosed in the sustainability report and published on the ZSE Group website. Due to the lack of relevant
data, for 2023, we calculated gross emissions for scope 3 for only 5 carbon footprint categories. For 2024, we shall calculate
the consolidated emissions balance for the entire 1-3 scope already in line with the requirements of the EU Delegated
Regulation 2023/2772 on sustainability reporting standards. To provide an accurate and representative picture for measuring
progress, we have set 2024 as the base year and baseline gross emission value for our consolidated climate targets.

To achieve our climate goals, we need to focus on our primary sources of emissions. In 2023, almost 92% of the total

emissions of the ZSE Group (Scopes 1 through 3) resulted from just four greenhouse gas categories: sourced electricity sold

to customers, combustion of natural gas sold to customers, losses in electricity distribution, and electricity generation at the
MalZenice powerplant. The main source of our emissions is indirect Scope 3 emissions, which account for 85% of all emissions.




Measures aimed at achieving climate goals
The following table provides an overview of our key reduction measures to achieve our climate goals for different greenhouse
gas categories.

GHG category: Scope 1 Measures aimed at achieving climate goals

Decreasing Scope 1 emissions by 50 - 75%?2 by 2030 and by 100% by 2040
Sourcing biomethane certificates to cover the gas volume sourced for generating electricity (ZSE
Electricity and heat Elektrarne)
generation Expanding the customer segment to include low-emission and energy-efficient solutions (BK,
Ekoterm, VSE Solutions)

Technical design and technological standards for HV lines allowing the use of SF6 exclusively for
switching purposes at 110 kV level, i.e. for arc extinguishing (ZSD, VSD)

Installing so-called primary MV switchgear at electrical substations based on SF6 gas-free
technologies for insulation and fire-extinguishing purposes (ZSD, VSD

Fugitive emissions - - - -
We are gradually replacing the installation of so-called secondary compact MV switchgear based

on SF6 technologies with technologies without SF6 gas (ZSD, VSD)

Gradual transition to low-emission cooling - replacement of commonly used high-GWP
refrigerants (R-407C) with low-emission alternatives (ZSD, VSD)

Electrification of the ZSE fleet by 2030 in detail for individual vehicle categories (ZSD, VSD):
1.) 75% of passenger vehicles 2.) 7% of off-road vehicles, 3.) develop a plan for trucks and
mechanisms

Definition of an approach to ensuring business continuity within distribution companies and

Fleet vehicles defining vehicle priorities, where we will focus on the transition to e-cars (ZSD, VSD)

Expanding the in-house e-mobility charging infrastructure (ZSD, VSD)

Supporting employees’ home charging (ZSD, VSD)

Supporting sustainable and alternative transport, by e.g. building more bike rooms (ZSD, VSD)

) Replace gas boilers with high-efficiency condensation boilers or heat pumps (ZSD, VSD)
Fuel combustion

Install PV solutions to decarbonise the heating of the Malzenice powerplant (ZSE Elektrarne)

GHG category: Scope 2 Measures aimed at achieving climate goals
Decreasing Scope 2 emissions by 50 - 75%* by 2030 and by 100% by 2040

Change planning principles to consider the minimisation of technical losses and the principle of
total cost of ownership (TCO) (ZSD, VSD)

Elimination and minimisation of unauthorised consumptions, technical and business losses (ZSD,
VSD)

Innovations and new approaches to sustainable solutions to energy poverty - smart credit
systems that eliminate unauthorised consumption (ZSD, VSD)

Distribution losses

Installing PV on own facilities that meet the legislative requirements of the Regulatory Office for
Network Industries (URSO) regarding ZSD and VSD facilities

Sourced energy Modernisation - LED lights (ZSD, VSD)
Thermal insulation of own facilities (ZSD, VSD)

Identifying a public turbine system (ZSD)

3 -50% refers to the goal approved by SBTi until 2030 in accordance with the 1.5° trajectory; -75% refers to the ambition of the ZSE group
4 -50% refers to the goal approved by SBTi until 2030 in accordance with the 1.5° trajectory; -75% refers to the ambition of the ZSE group




GHG category: Scope 3 Measures aimed at achieving climate goals
Decreasing Scope 3 emissions by 50 - 75% by 2030 and by 100% by 2050

Increase the share of electricity covered by Guarantees of Origin (GoOs) of electricity generated
from renewable sources (ZSEE, VSE)

Effectively manage business with GoOs from RES and other low-emission sources of electricity,

Electricity sal
ectricity sales e.g. nuclear energy (ZSEE, VSE)

Expand the range of products supporting a sustainable economy within commodity and non-
commodity streams (ZSEE, VSE, BK, Ekoterm, VSE Solutions)

Provide energy consulting to customers when switching to low-emission heating methods,
especially the transition from gas or solid fuel heating to high-efficiency electric heating (ZSEE,
VSE, BK, Ekoterm, VSE Sol.)

Include gas from renewable sources into our GoO (ZSEE, VSE)

Gas sales

Create products associated with the transition from natural gas to biogas or gas with hydrogen
additives (ZSEE, VSE)

Measures for the categories Purchased goods and services, Leased assets, Capital expenditures, Business travel, Employee
attendance and Waste shall be determined in 2025.

Avoided emissions

Avoided emissions are defined by our holding company, E.ON, as greenhouse gas reductions at our customers due to the
positive effect of our facilities and products and services that we have provided them. Thanks to our solutions, we help
customers use energy more efficiently, generate their own renewable energy and thus reduce their carbon footprint. These
emissions are not included in our reporting of Scopes 1 through 3 emissions under the GHG Protocol, as our customers
produce them. Measuring these emissions that we have prevented from occurring with our solutions is a way to show the
positive impact of our solutions on climate change mitigation. The emissions saved at customers are included in the

ZSE Green Financing Report.

Locked-in emissions

In the ZSE Group's climate strategy, we also assess “locked-in” emissions, which are part of our existing assets and

are released throughout their lifetime until they undergo a fundamental transformation or disposal. According to the
methodology of our holding company E.ON, we have included fossil-based assets in the category of relevant locked-in
emissions, which in our case are combustion vehicles included in the assets of the ZSE Group, the MalZenice combined cycle
powerplant and gas boilers in our facilities.

So far, we have worked with these locked-in emissions as follows:

- Combustion vehicles included in ZSE Group assets: To ensure operational continuity from a BCM (Business Continuity
Management) perspective, taking into account the regional structure and the performance of special activities, distribution
companies use combustion vehicles and mechanisms that cannot be replaced with electric ones for reasons of operational
security or for which there is currently no electric or other low-emission alternative. In 2024, specific positions were
defined that must be assigned a combustion vehicle. These are primarily positions subject to economic mobilisation and
critical infrastructure, as well as performing tasks in the field and within the crisis committee. The remaining passenger
vehicle fleet is subject to a group policy for corporate vehicles, which defines the use of electric vehicles and hybrids on
a mandatory or voluntary basis for individual management categories. We will update the definition of positions and
departments within distribution companies that may be assigned combustion passenger vehicles on a regular basis.

- Malzenice CCGT powerplant: Electricity generation at the MalZzenice powerplant is the only emission-generating generation
we are engaged in. The MalZenice combined cycle (CCGT) represents the largest source of electricity of its type in Slovakia.
It is currently still a crucial powerplant that ensures the flexibility and stability of the grid. The installed capacity of the
Malzenice combined cycle (CCGT) reaches 430 MW of electricity, which can flexibly adapt to market needs. The stable
power supplied to the grid is approximately 300 MW. The powerplant often also ensures the production of so-called
"peak” electricity, which regulates surpluses or deficiencies in the system. Four diesel units also provide power in case of
a blackout in the system. This source is launched when the stability of the grid is threatened and can start up immediately.
From 2025, we plan to cover the purchased volume of gas for electricity production by purchasing biomethane certificates.
The Malzenice CCGT powerplant is part of the European Emissions Trading System (EU ETS 1), and emission allowances fully
cover the CO,e volume produced.
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- Gas boilers in ZSE Group facilities: In 2023, 11 ZSE Group facilities were analysed in terms of energy efficiency and CO,e
emissions. Solutions were proposed for each facility, including the implementation of technically relevant measures and an
analysis of locked-in emissions and emission production during the life cycle of the facilities. Reconstruction of gas boilers
or possible construction of a heat pump system was one of the solutions.

3. Climate change-related financial disclosures

These disclosures take into account the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD),
which developed a framework for more effective disclosure of climate-related risks and opportunities.

Governance

The ZSE Group sees corporate governance as the basis for responsible, value-based management, effective cooperation
between the Board of Directors and the Supervisory Board, transparent disclosure, and sound risk management. The clear
organisation of our sustainability activities ensures effective cooperation and oversight of risks and opportunities related to
climate change. Information on our carbon footprint, progress towards our climate goals, and measures taken has been first
submitted to the Chief Sustainability Officer. The Chief Sustainability Officer, who is also the Chairman of the Sustainability
Committee, regularly reports this information, together with the Committee’s recommendations, to the Board of Directors and
the Supervisory Board of ZSE.

A clear organisation of our sustainability activities and the role of management in climate issues:

- Sustainability management, including climate change, is the responsibility of the ZSE Board of Directors, the Sustainability
Officer, the Sustainability Committee, the Corporate Development and Public Relations Division and its Sustainability and
Corporate Development Department. The Supervisory Board, as the highest supervisory body, oversees the performance of
the Board of Directors’ powers and the conduct of ZSE's business activities.

- The person responsible for sustainability, currently the ZSE Chairman of the Board of Directors of ZSE, informs the Board of
Directors and the Supervisory Board about key initiatives, events and indicators related to climate change, which underlines
their importance for the ZSE Group.

- The Sustainability Committee is a non-corporate sustainability management coordination and implementation body in the
ZSE Group, with the decision-making authority being with the ZSE Board of Directors based on the documents submitted
by the Committee. The Committee is an official platform whose tasks focus on the supervision, implementation, operational
management, and integration of sustainability into the activities of ZSE and the companies belonging to the ZSE Group.

It coordinates sustainability requirements, decides on the development of the climate strategy, and adopts relevant
guidelines, measures, and initiatives to integrate climate issues into the ZSE Group’s strategy and business activities. It
establishes and regularly reviews policies and minimum standards relevant to sustainability and monitors ZSE's progress in
achieving climate goals.

- Controlling and risk management functions are responsible for managing risks arising from the business activities of the
ZSE Group's distribution and trading companies. The risk identification, quantification and reporting processes also include
environmental and climate risks, the importance of which is increasing due to advancing climate change.

- The Director of the Corporate Development and Public Relations Division and the Head of the Sustainability and Corporate
Development Department are responsible for the conceptual management of the sustainability agenda, for ensuring
operational activities in the administration and management of sustainability, as well as for communicating strategic
climate issues to the Sustainability Officer and the Sustainability Committee and are contact persons for the executive
management of the ZSE Group for sustainability.

- The ESG Team at the Sustainability and Corporate Development Department is responsible for preparing the ESG strategy
climate strategy, monitoring progress in meeting climate goals, collecting qualitative and quantitative data for ESG
reporting, ESG ratings and questionnaires, and ensuring the sustainability reporting process.

Strategy and climate risks and opportunities

Our strategy and financial planning reflect emerging energy trends and corresponding growth opportunities. ZSE
Group's strategy aligns our business activities with the emerging low-carbon business, which is characterised by:
+ Customers, who can choose,

- Expansion of renewable energy sources,

- Higher energy efficiency,

- Distributed power and local energy systems,

- Increasing electrification in energy consumption,

- Ongoing digitalisation.




Based on the development to date, the following areas have been identified as generally relevant in the context of climate
risks and opportunities for ZSE Group companies (energy networks, energy sales and customer solutions):

- Regulation,

- Legislation changes,

- Volatility of sold energy volumes,

- Volatility of energy prices,

- Distribution outages and potential system damage,

- Operation, maintenance, and development of the system,

- E-mobility,

- Electricity generation from RES (large-scale generation, local producers).

Controlling and risk management functions regularly monitor, update and report business risks and opportunities, including
the possible impacts of climate change and extreme natural and environmental events within the medium-term planning
horizon.

Financial planning

ZSE Group plans to invest EUR 1.3 billion by 2029 in expanding and digitalising energy infrastructure and developing

decarbonisation solutions. We plan to invest around EUR 1.2 billion in our energy networks and EUR 0.1 billion in developing

energy solutions. We are already investing significantly in distribution infrastructure and plan to increase these investments
by approximately 10-20% year-on-year in the coming years.

- We are significantly focused on developing and constructing energy infrastructure and on new innovative solutions and
services for energy systems in households, such as self-generation of electricity, heating and cooling, energy management
or charging infrastructure for e-mobility, which will bring energy transformation in the household segment.

- Our investment scheme focuses on sustainability, and more than 85-90% of the planned investment activities of ZSE
companies fall under the EU taxonomy and meet its strict sustainability criteria.

- The ZSE Group uses green financing and obtains a large part of the funds for these investments through issuing green
bonds, green loans or European grants.

Resilience of the strategy to climate change

The resilience of the strategy to climate change is crucial for the long-term sustainability and success of the ZSE Group in

a rapidly changing environment. Climate change affects energy generation, supply chains, infrastructure, and consumer
demands, and it is essential to adapt the strategy to future climate challenges. Monitoring and, where appropriate,
integrating climate risks into the strategy will ensure that the ZSE Group remains competitive and ensures the sustainability
of our business. The energy transition is aimed at slowing down climate change and presents risks but also opportunities for
our business. The outlook for electrification and decarbonisation provides significant opportunities for the ZSE Group. The
transition to low-emission sources reduces the risk associated with fossil fuels and potential regulatory measures, such as
carbon taxes. Implementing measures to reduce greenhouse gas emissions and increase energy efficiency will bring greater
resilience to various regulatory and environmental pressures. Energy network solutions represent a significant part of our
business. Climate change brings extreme weather fluctuations, so our energy infrastructure must be resilient to these events,
particularly by investing in its modernisation and flexibility and technological innovations for smart grids.

With increasing awareness and pressure for sustainability, consumer preferences are also changing, and they are increasingly
looking for environmentally friendly energy solutions. Adapting our services and products to reflect these trends (e.g. offering
certified electricity or supporting domestic energy generation) gives us a competitive advantage. It follows that the benefits
for ZSE's business opportunities outweigh the disadvantages.

Risk management

An integrated ERM (Enterprise Risk Management) system is applied to manage business risks within the ZSE Group. This
means that identifying and quantifying the principal business risks, e.g., volume risks, market risks, distribution outages, etc.,
incorporate the impacts and implications of climate and environmental risks. These risks are marked with the ESG flag within
the standardised reporting tool within the E.ON Group. The ZSE Group Risk and Opportunity Report has been submitted for
approval by the Risk Management Committee (RMC).

Metrics and goals
The current ZSE Group climate metrics consist mainly of emissions data for carbon footprint categories (Scopes 1,2 and
3) and measuring progress towards achieving climate targets. The ZSE Group’s business activities directly contribute to




preventing CO_e emissions. Thanks to our main business activities - energy networks, customer, and energy solutions - the
energy system is more efficient, the share of renewable sources in distributed electricity is increasing, which helps prevent
greenhouse gas emissions. We also disclose the ratio of our capital expenditures on economic activities aligned with the EU
taxonomy to our total capital expenditure.

In May 2022, the Science Based Initiative (SBTi) recognised that our shareholder E.ON’s climate targets are in line with the
1.5°C objective set out in the Paris Climate Agreement. This requires E.ON to reduce its emissions in Scopes 1,2 and 3 by at
least 50% by 2030 compared to a 2019 baseline. E.ON's climate targets meet the SBTi requirements for the 1.5°C objective
and aim to achieve climate neutrality for emissions in Scopes 1 and 2 by 2040 and in Scope 3 by 2050, which means reducing
emissions in Scopes 1 and 2 by at least 50% by 2030 and by 100% by 2040 and reducing emissions in scope 3 by 50% by

2030 and by 100% by 2050. ZSE has committed to the goals of its holding company E.ON and has set itself the goal of
reducing emissions in Scopes 1 and 2 by 50-75% (-50% refers to the goal approved by SBTi until 2030 in accordance with the
1.5° trajectory; -75% refers to the ambition of the ZSE group) and in Scope 3 by 50% by 2030. We have been disclosing our
greenhouse gas emissions in sustainability reports since the financial year 2020. For 2023, due to the lack of relevant data,
we calculated consolidated gross emissions for Scope 3 for only 5 carbon footprint categories. For 2024, we will calculate the
consolidated emission balance for the entirety of Scopes 1-3 as per requirements of the EU Delegated Regulation 2023/2772
on sustainability reporting standards. To provide an accurate and representative picture to measure progress, we have set
2024 as the baseline year and gross emissions baseline for our consolidated climate targets. In line with our climate strategy,
we have initiated measures to help us achieve our climate protection goals and are monitoring our progress.

4. Adapting to climate change

The ZSE Group is closely examining the impact that climate change will have on our technical facilities and what adaptation
measures we need to implement in this regard. The infrastructure of distribution companies is affected by various natural
events, which are increasing in intensity as part of ongoing climate change and are occurring much more frequently and in
more extreme dimensions than in the past. Preventing this includes building a resilient energy infrastructure, which means
improving its resilience by building smarter technologies. The digitalisation of the network plays a key role in achieving
climate goals. By using technology, predictive analytics, and automation to monitor and manage the network in real-time,

the risks associated with climate change are minimised. This particularly applies to ensuring the security of supply and
conducting repairs, which includes plans for disconnection and reconnection, emergency plans and emergency supply sources
to secure the threatened infrastructure. This increases the reliability of our distribution systems, even under extremely
adverse conditions.

The consequences of climate change will fundamentally affect the functioning of distribution companies and society as

a whole in the coming years. The climate transformation of the distribution system requires significant investments to
strengthen its resilience and security. In accordance with Regulation (EU) 2020/852 of the European Parliament and of the
Council of 18 June 2020 establishing a framework to facilitate sustainable investment and related EU Commission Delegated
Regulations (taxonomy), electricity transmission and distribution has the largest share of eligible activities within the

ZSE Group's EU taxonomy. The taxonomy thus recognises the crucial role of electricity distribution in the ZSE Group and
emphasises its importance in the transition to a sustainable and reliable energy infrastructure.

The expected climate change and climate-related risks will have a local impact on the ZSE Group’s infrastructure and will
require adaptation measures. These will also be important for employees, especially field technicians who are exposed to
greater heat and humidity. In 2024, experts from distribution companies conducted a qualitative climate risk analysis, based
on which we implemented an Action Plan for Adaptation to Climate Change—the plan documents how climate change affects
the distribution system, intending to increase its resilience. The climate change impact assessment was prepared based on
SHMU (Slovak hydrometeorology office) data, applies to one climate change scenario RCP 8.5, and covers the time horizons
050 and 2080. The document provides an overview of the expected effects of climate change and specific adaptation activities
to reduce the vulnerability of critical infrastructure.

5. Social aspects of the climate change-related transition

Just transition and its significance

The idea of a just transition is that the social consequences of the transition to a low-carbon economy and climate action also
support an inclusive economy, preventing the deepening of existing injustices and not creating new ones. The International
Labour Organization (ILO) defines "greening the economy in a way that is as fair and inclusive as possible for all involved




while creating decent work opportunities and leaving no one behind.” The social aspects of the transition to a low-carbon
economy are particularly important, as the social impact of climate action can accelerate or slow down decarbonisation.
Ensuring a just energy transition is vital in gaining public acceptance of the necessary changes.

Adopting the energy transition by the general public

Public awareness of the need for energy transformation is growing. Nevertheless, the approach to achieving climate goals
varies significantly from country to country, even on an individual basis. A significant majority of Slovaks view the energy
transformation positively but are concerned about rising energy costs. Local resistance to infrastructure projects such as
overhead power lines or wind parks also persists. In addition, consumer purchasing behaviour is changing only slowly.

A large part of the public and businesses emphasise the importance of linking the energy transition with affordable energy
and industrial competitiveness. The ZSE Group provides support to all types of customers with its solutions, focusing on the
availability of renewable energy sources, reliable and safe distribution, and communicates successful projects.

Customer orientation

ZSE Group aims to meet society’s expectations in the energy transition by emphasising climate protection and reliable and
secure electricity supply. At the same time, it brings sustainable energy solutions to the market that enable customers to
decarbonise their homes or businesses.

Our customer-driven energy solutions help customers in all segments (B2C, B2B, municipalities) to use less energy and thus
produce less CO,e emissions. Our goal is to be a partner for sustainable energy and mobility solutions. We enable household
customers to generate their own renewable energy and become more energy-independent. Our solutions include heat
pumps, solar panels, batteries, virtual storage, and electric vehicle chargers. We also offer energy services and audits that
help households better understand their energy consumption and identify ways to reduce it. For commercial customers, we
design integrated solutions, such as solutions for built-in power and heat generation, as well as energy efficiency plans that
reduce energy consumption for lighting, air conditioning or waste heat recovery for industrial processes. We also develop
integrated solutions for individual facilities, city districts and entire cities. Our offering includes efficient, climate-friendly
heating and cooling, combined heat and power generation, solar energy, as well as supply and demand management. Overall,
our solutions support customers on their decarbonisation journeys while promoting a just transition.

There are opportunities to work with the communities in which we operate. We take the views, interests and concerns of
people living near our assets very seriously. Their feedback helps us ensure reliable energy supplies and support the energy
transition. We are dedicated to helping vulnerable customers and energy poverty through the pre-paid tool, which is a credit
system for electricity consumption. We offer a Guaranteed Energy Service (GES), which spreads the customer’s investment
over a longer period, and the customer repays it with savings guaranteed by the solution provider. We are significantly
involved in implementing the Slovak broadband plan, which in 2021 set a long-term goal for Slovakia to provide all
households with access to ultra-fast internet by 2030.

Focus on employees

Our HR strategy helps ensure the ZSE Group's long-term success in a constantly changing world. It is focused mainly on
the future of work, excellent and safe working conditions, equal opportunities for all, development, and learning. The ZSE
Group works closely with employee representatives and focuses on employee training and development programs. This
includes training to improve their digital skills, onboarding, functional training relevant to their roles, and access to talent
development and inclusive leadership programs. We have implemented programs to qualify employees and to ensure the
development of skills and knowledge in the new world of energy.

Value chain

Ensuring safe and reliable energy and achieving public acceptance are huge challenges the energy industry cannot handle
alone. All stakeholders in the value chain must do their part. The full range of activities, resources, and relationships that
are related to our business and the external environment in which we operate co-create the necessary conditions for a low-
carbon future. Employees, the supply chain, marketing, and distribution channels, as well as the financial and regulatory
environment, are stakeholders in our value chain, which includes all our steps and processes, from acquiring raw materials
to delivering the final product or service to the customer. This provides us with a framework for analysing each step of our
business, helps mitigate risks, improves our reputation, and increases our attractiveness to investors and customers. At ZSE
Group, we continuously strive to improve information collection related to our value chain.




Cooperating with the public sector and the civic society

The ZSE Group constantly seeks opportunities for dialogue with stakeholders, understands their views and speaks to them
about our business transparently on a daily basis. Cooperation with all stakeholders is a fundamental process of managing
our company. The types of dialogue and platforms we choose for discussion vary depending on the stakeholders and

the issue. They range from information campaigns and discussion forums with trade associations and NGOs to personal
discussions and public advertising. We participate in energy, environmental and climate policy discussions in various other
forums. NGOs are essential actors in ensuring a successful and fair energy transition. We value their commitment and
expertise and recognise the importance of an open dialogue with them. We actively cooperate with NGOs on a wide range
of topics, including the circular economy and biodiversity. We disclose the deduction of these activities in the sustainability
reports that we publish on the ZSE Group website.
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