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Sustainability Supply Chain Management Policy

ZSE Group is a leading energy group in Slovakia in the field of electricity distribution and supply and provision of
comprehensive energy solutions, whose parent company is Zapadoslovenska energetika, a.s. ("ZSE"), comprising all companies
controlled by ZSE (“ZSE Group”).

The ZSE Group is aware of its responsibility for environmental, social, and governance (ESG) impacts throughout the value
chain. It therefore sets out principles that are binding on business partners and suppliers.

The aim of this policy is to define the established principles and requirements of the ZSE Group in the area of responsible
procurement and sustainability in supply chain management. The policy defines how the ZSE Group integrates environmental,
social, and ethical considerations (ESG) into its procurement and supply processes in line with the ZSE Group’s ESG strategy,
which contributes to the achievement of ESG goals, in particular by supporting reduction of greenhouse gas emissions
through green procurement, supporting responsible and inclusive suppliers, increasing transparency and building long-term
partnerships based on ethical principles. This approach enables the ZSE Group to monitor and improve ESG performance in the
supply chain.

Responsible supply chain

The ZSE Group expects its suppliers to meet minimum environmental, social and governance (ESG) standards and to have
specific processes in place to ensure compliance with legal regulations and internationally accepted ESG standards. These
standards are defined in Supplier Code of Conduct which applies to all standard suppliers of goods, services and works.

The General Terms and Conditions (GTC) define standard rules and conditions of the business relationship and contain ESG
commitments. The ZSE Group Code of Conduct and the Supplier Code of Conduct define basic obligations and modes of
conduct based on ten principles of the UN Global Compact in the areas of human rights, labour standards, environment and
anti-corruption, and highlight the importance of environmental, social and governance standards for the ZSE Group’s business
activities.

The business partners of the ZSE Group (including their representatives, employees, subcontractors and distributors) shall
comply with all applicable laws. The ZSE Group Supplier Code of Conduct clearly outlines the human rights expectations that
the ZSE Group has of its suppliers, including fair working conditions, health and safety protection, respect for freedom of
association and the right to collective bargaining, prohibition of discrimination and harassment, and prohibition of child and
forced labour. Selected business partners who are not involved in regular supplier relationships are provided with a shared
Letter of Expectations for Business Partners, which defines values and recommended ESG standards.

In the context of sustainability responsibility within the supply chain, the ZSE Group applies responsible procurement
procedures. In its purchasing activities, it promotes responsible management of natural resources and reduction of emissions,
preferring to work with local suppliers if they meet the required quality and environmental standards. When evaluating

bids, the ZSE Group does not focus exclusively on the lowest price, but on overall value for money - including long-term
sustainability and environmental impact.

Respect for human rights in the supply chain

The ZSE Group considers it extremely important that its suppliers, business partners and other entities involved in the ZSE
Group’s business activities also comply with the ZSE Group’s human rights standards. The ZSE Group Supplier Code of Conduct
therefore clearly outlines the human rights expectations that the ZSE Group has of its suppliers, including fair working
conditions, health and safety protection, respect for freedom of association and the right to collective bargaining, prohibition
of discrimination and harassment, and prohibition of child and forced labour. Human Rights Policy presents a framework for
implementing human rights commitments of the ZSE Group and describes key processes, tools and responsibilities through
which the ZSE Group identifies, prevents and responds to potential negative impacts on human rights in its own activities
and throughout the value chain.




Compliance with environmental obligations with impact on human rights within supply chain

The ZSE Group is committed to meeting environmental obligations under international conventions ratified by the Slovak
Republic, relating to mercury (the Minamata Convention), persistent organic pollutants (the Stockholm Convention) and
hazardous waste (the Basel Convention). In addition, its goal is to avoid environmental pollution wherever possible; this
includes, in particular, harmful soil change, water and air pollution, harmful noise emissions and excessive water consumption.

Supplier management system

ZSE Group suppliers are a key factor in creating value for ZSE and its customers. Thanks to consistent management of
supplier relationships, the ZSE Group is able to ensure compliance with its standards, reduce risks, build a sustainable supply
chain and jointly develop and expand key relationships with its suppliers. Risk assessments are performed for both new and
existing suppliers throughout the procurement process, taking into account the following aspects: finance, market, social
responsibility, compliance with applicable legal and regulatory requirements, and supplier performance.

Sustainability in supplier management is based on requirements and expectations for the application of ESG standards to
direct first-tier suppliers who are contractually obliged to pass on these standards within their supply chain. This approach
ensures that the principles of sustainability and responsible business are also upheld at other levels of subcontracting
relationships.

Supplier management is based on the life cycle principle, which ensures high quality and responsibility throughout the
entire supply chain. This process begins with the supplier qualification assessment phase - either at the first contact (initial
assessment), during cooperation (periodic assessment) or when reassessing a supplier who has not provided deliveries for
a certain period of time (qualification update). The ZSE Group reviews identity and integrity of its potential suppliers ,Know
Your Counterparty” (KYC), which is performed by Compliance Team, in order to ensure that the ZSE Group s suppliers meet
the standards related to the rules concerning the areas such as corruption, money laundering, tax and underpayments,
economic sanctions and terrorist financing. At this stage, potential risks are systematically identified. This is followed by

a tender procedure and the conclusion of a contract, which also takes into account ESG requirements in the form of specific
requirements set out in the contract or by accepting the General Terms and Conditions (GTC).

During cooperation, regular checks and evaluations of supplier performance are carried out, with increased emphasis on
occupational health and safety. The ZSE Group also pays attention to the performance of contractors in the appropriate
working conditions, environmental protection, respect for human rights, labour and other general binding standards or anti-
discrimination and anti-corruption policies. The evaluation results are reflected in the final supplier evaluation coefficient,
which affects their chances of participating in future tenders. The ZSE Gorup checks whether new suppliers meet minimum
requirements, thus reducing potential risks in the areas of health, safety, environmental and corporate social responsibility. In
the event of failure to meet of the obligations or serious violations of the rules, a penalty mechanism may be applied - from
a reduction in the evaluation coefficient, through fines, to the complete disqualification of the supplier from cooperation.

If suppliers are found to be in violation of environmental standards or corporate principles set out in Code of Conduct,
Supplier Code of Conduct or GTC, the ZSE Group requires them to take corrective action. All responsibilities and obligations
of suppliers, including their violations, are defined in the Conditions for the Performance of Work for Suppliers (HSE Work
Conditions).

Principles of responsible purchasing and procurement

The ZSE Group emphasizes transparency, equal treatment of all tenderers and support for fair competition. At the same time,
it prioritizes cooperation with suppliers who share the values of sustainability, ethical business practices and a responsible
approach to their business. This approach contributes to building a resilient supply chain. Principles of responsible purchasing
and procurement are based on integrating environmental and social aspects into decision-making processes when selecting
suppliers, goods, services and works. In its ESG strategy, the ZSE Group has committed to increasing the share of goods,
services and works procured through so-called green and social purchasing, and applies environmental and social criteria in
its technical specifications.

Green purchasing

In order to promote responsible management of natural resources and reduce greenhouse gas emissions from purchased




goods, services and works, the ZSE Group gives preference to products with a lower carbon footprint, ecological certification
or an expected longer service life. In its technical specifications, the ZSE Group requests, where possible, recycled materials
for goods orders, information on the disposal of equipment at the end of its service life and recycling options, life cycle costs
and delivery of goods in recyclable materials. For services and works, the ZSE Group requires educational and professional
qualifications of employees with experience in environmental matters and, in catalogue purchasing, the labelling of green
products so that they can be clearly distinguished from other products. These procedures are published in the Integration of
Green Procurement into the Purchasing Process.

In accordance with the General Terms and Conditions, the ZSE Group may exclude a tenderer from procurement for violation
of environmental obligations, and/or request information in the form of a declaration of honour regarding compliance with
environmental protection obligations and require an 1SO14001 environmental management certificate or EMAS certificate. At
the same time, the ZSE Group may also oblige subcontractors and third parties to comply with environmental criteria in the
contract.

Social purchasing

In its technical specifications, the ZSE Group requests statistical indicators of injury rates, information on the training of

the supplier’'s employees and, where possible, ISO 45001 certification, determination of personal standing participation
conditions, employment of persons with disabilities, SA 8000 standard, use of a social enterprise as a subcontractor, Fair Trade
certification or a commitment to promoting diversity, equality, and inclusion.

The ZSE Group’s goal is to ensure that procurement practices are not only efficient and transparent, but contribute to long-
term sustainability and good working conditions for workers within the value chain and promotion of socially responsible
suppliers.

ESG requirements for suppliers

The ZSE Group communicates its expectations and requirements in the area of sustainability to its suppliers, which include
environmental, social and governance (ESG) standards. It expects suppliers to actively contribute to reducing environmental
impacts, ensure decent and safe working conditions for their employees, and apply principles of transparency and responsible
conduct. ZSE Group suppliers are also required to pass on sustainability requirements to their subcontractors. Selected
suppliers may be asked to share information about their ESG policies, goals and results through questionnaires, in order to
obtain information about their approach to sustainability.

The ZSE Group provides an overview of the main ESG principles it expects from its suppliers, which are based on European
standards and practices:

1. Environmental standards:

-+ Having an environmental policy or environmental management system in place (e.g., 1ISO 14001),

- Introducing mechanisms for collecting and monitoring their carbon footprint and other environmental impacts of their
activities and, where possible, providing them on request,

- Striving to reduce emissions through greenhouse gas emission reduction plans,

- Using renewable energy sources,

- Adopting measures to biodiversity protection,

- Taking measures to manage energy and water consumption,

- Minimising consumption of natural resources and waste, and ensuring recycling,

- Handling chemicals and hazardous substances in an environmentally responsible manner.

2. Social standards:

- Respecting fundamental human and labour rights (e.g., prohibition of child and forced labour, equal pay, right of
association, transparent recruitment, prohibition of discrimination and harassment),

- Ensuring decent working conditions and occupational health and safety,

- Promoting diversity, equality and inclusion,

- Taking a responsible approach to the community and respect human rights in the supply chain.




3. Governance standards:

- Ensuring transparent management, ethical business practices and anti-corruption rules,
- Applying financial responsibility,

- Complying with the ZSE Group Code of Conduct and the Supplier Code of Conduct,

- Ensuring protection of sensitive data,

- Preventing conflicts of interest and promote fair competition,

- Introducing a whistleblowing mechanism and protection against retaliation,

- Passing ESG standards onto subcontractors.

Communication with suppliers

Communication with suppliers in the area of ESG is ensured at multiple levels throughout the entire supply cycle.
Sustainability requirements are clearly communicated when the tender is published, are included in the contract
documentation and form an integral part of the onboarding process for new suppliers. Suppliers are informed of all relevant
documents through contractual references and by making these documents available on the Company’s website and Supplier
portal.

ZSE Group Code of Conduct, Letter of Expectations for Business Partners, Human Rights Policy, Integration of Green
Procurement into the Purchasing Process can be found here: https://www.skupinazse.sk/Home/Sustainability/ESG-Policies.
Supplier Code of Conduct, General Terms and Conditions, Conditions for the Performance of Work for Suppliers (HSE Work
Conditions) can be found here: https://dodavatel.zse.sk/public.ntml#/page/articles/tenders/overview.

The ZSE Group actively promotes open dialogue and cooperation with the aim of improving the ESG performance of its
suppliers. They are regularly involved in stakeholder dialogues and professional events focused on health and safety and
sharing expectations, experiences and examples of good practices. This approach helps the ZSE Group build partnerships
based on responsibility and common goals.
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