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Business Title:

Podtatranska vodarenska prevadzkova spolocnost, plc.
Company Headquarters:

Hrani¢na 662/17, 058 89 POPRAD, SLOVAKIA

Date of Incorporation:  21.12.2004

Legal Form: Public Limited Company
Business Identification Number /ICO/BIN/: 36 500 968
VAT Identification Number /DIC/: SK 2021918459
Registered Corporate/Working Capital: 33,200 €

Tel: 00421/052/7873 115
Fax: 00421/052/7873 167
E-mail: info@pvpsas.sk

Entered in the:

Commercial Register of the District Court of Presov, in Section
Sa, Insert No.: 10301/P
Date of Incorporation:  21.12.2004

Turnover as of the year 2011: 21,537,768 €

EBT: 865,860 €
Earnings: 669,641 €
EBT/ Turnover Ratio: 865,860 /21,537,768 =4.02 %

Business Scope includes in particular:

- operation of category I. public water supply networks,

- operation of category I. Public sewerage networks,

- locksmithery,

- intermediation of trade and services within the scope of

free trades,

- wholesale and retail sale activities within the scope of free

trades,

- masonry, carpentry, plumbing, water plumbing, heating

engineering,

- road cargo forwarding,
- building construction, construction projects and their alter-

nations,

- construction supervision, engineering constructions - wa-

ter management projects, pipe laying works and pipe-lay-
ing projects,

- gasengineering,

- property management, movable assets management,

- laboratory analyses of water, excluding official measurements,
- assembly, repairs, maintenance, technical inspections and

technical tests of electrical equipment,
business activities within the field of hazardous waste

management and management of other than hazardous
wastes.

The main goal of the company is to adhere to the entire busi-
ness scope and provide for the greatest possible connectivity
of the population to the water-supply and sewerage networks.

Podtatranska vodarenskd prevadzkova spolocnost, plc. within

the region of its operation provides for the following:

- developmental procedures for drinking water supplies,
sewerage networks and wastewater treatment,

- production and supplies of drinking water for the popula-
tion, industry and agriculture,

- city and municipality sewerage networking and wastewa-
ter treatment,

- water sources protection,

- laboratory analyses — chemical, microbiological and bio-
logical analyses of water.

The company does not have an organizational unit abroad.
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Corporate statutory bodies as of 31.12. 2011

The Board of Directors

RNDr. Tomas Paclik
Philippe Guitard
Martin Bernard
Ing. Robert Tencer
Ing. Peter Martinka

Chairman of the Board of Directors
Member of the Board of Directors
Member of the Board of Directors
Member of the Board of Directors
Member of the Board of Directors

The Supervisory Board

JUDr. Stefan Bielak
Ing. Jozef Havrila

Jozef Kaleta

Pavol Kokoruda
Rudolf Kusnir

Mgr. Monika Kurillova
Zuzana Nebusova
Etienne Petit

Ing. Igor Petrik

Ing. Jana Sedlakova

Chairman of the Supervisory Board
Member of the Supervisory Board
(since 29.8.2011)

Member of the Supervisory Board
(since 28.8.2011)

Member of the Supervisory Board
Member of the Supervisory Board
(since 28.8.2011)

Member of the Supervisory Board
Member of the Supervisory Board
Member of the Supervisory Board
Member of the Supervisory Board
(since 29.8.2011)

Member of the Supervisory Board

Ing. Michal Svalb, MBA Member of the Supervisory Board

Executive Management of the Company

Ing. Robert Tencer
Ing. Miroslav Trizna

General Manager, CEO
Production Manager, COO
(since 17.1.2011)
Production Manager, CPO
(since 1.10.2011)
Finance Manager, CFO
Sales Manager, CSM

Ing. Mikulas Koval

Ing. Eva Sykorova
Ing. Patrik Tkac, PhD., ACCA
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Key data as of the year 2011

Number of employees as of 31.12.2011:

Water Supplied:

Treated Water Volume:

Number of Breakdowns in the Water Network:
Number of Breakdowns in the Sewerage Network:
Water losses:

545

16,302 thousand m?
32,186 thousand m?
2,223

132

32.26 %

Number of contractual customers: 46,600
Number of invoicing water meters: 42,490
Number of received telephone calls on the customer-care line: 8,130
Number of visits to the company premises: 31,190

Company Auditors: KPMG Slovensko spol. s r.o. /Ltd./
Dvorékovo nabreZie 10
811 02 Bratislava, SLOVAKIA




Director’s

general word of introduction

Y

Honorable ladies and gentlemen,
Dear Colleagues,

The year of 2011 may be considered as a one of those difficult
ones for our company, as it was marked with a lower consump-
tion of drinking water, and henceforth with lower volumes of
sewage to be processed and wastewater to be treated treat-
ment when compared with the previous periods.

By means of cost optimization we achieved savings in expendi-
tures and demonstrated positive results in earnings while pro-
viding our customers with drinking water meeting a required
demand and quality and its collection as well as treatment.

The level of services provided to our customers was in the first
year following the adoption of our obligations, regarding the
customer-related approach, assessed in a very positive way.
The results of the survey, during the course of this year, proved
a very high customer-care satisfaction rate, which oscillated
around 91.2 %.

By adopting innovative approaches and ever-continuing elec-
tronic communication we do offer new forms of free-of-charge
services, which not only simplify the process of settlement of
various errands but at the same time they are environmentally
and ecologically friendly, while at the same time contributing
to a gradual reduction in red-tapeism and stationery consump-
tion.

During the course of the year we successfully advocated a very
demanding, integrated Quality Management System, the one
which incorporates quality and policy objectives, environmen-
tal aspects and even relates to the area of occupational health
and safety and the related affairs.

Rehabilitation works performed on water management build-
ings are to be considered as significant operational innova-

tions performed by the proprietary company of the PVS, plc.,
of whose dominant construction, the finalizing of the project
,Dobudovanie kanalizicii a COV pre aglomerdciu Stara Lubovia
/ Completion of sewerage network and waste-water treatment
plant for the agglomeration of Stara Lubovia “can be named,
whose completion is planned for the autumn of 2012. Further
major refurbishments concerned wastewater treatment plant
of Spisska Nova Ves and Poprad — Matejovce. The quoted in-
vestments should in the periods to come improve the quality
level and operations of the depicted areas.

As an integral part of the project entitled ,,By Educating our
Employees we shall Support the Adaptability of Podtatranska
vodarenska spolocnost, plc.”, for which we obtained a non-
refundable financial grant, there were several training courses
organized, being participated by many of our staff members.
The company has been focusing on a long-term deepening of
knowledge base and competence skills as of the information
and communication technologies. There were many other
training courses organized as well as the training courses con-
cerning the current corporate needs.

By means of supporting educational and training activities in-
tended for schools we continued addressing the topic of bio-
diversity. The role of pupils was to observe the fauna and the
flora within the area they live in and by means of experimental
aids to elaborate a project utilizing photography and ICT tech-
nologies. All the projects were elaborated at quite a high level;
the jury henceforth appreciated the knowledge and skills of the
children participating. Primary School of Tatranska Lomnica be-
came the winner.

Based on the quoted facts, we may conclude that the previ-
ous year was a successful one and there were all the necessary
predispositions created so that the future operations of water
management facilities are in concordance with the customer
needs.

Last but not least, | would like to express my thank you to all
those members of staff, who to a significant degree contrib-
uted towards satisfying results of our company with their hard
work despite difficult economic conditions.

At the same time, | do want to express my gratitude to all the
shareholders, members of the Board of Directors and members
of the Supervisory Board, top management and our business
partners for their openness and straightforwardness while
dealing with the needs of our company and when running the
operations of our business.

Ing. Robert Tencer
Corporate Director General
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OUR SERVICES
Collection and Distribution of Drinking Water

The company was supplying drinking water to all the operations, where it operates public water mains and that namely within the dis-
tricts of: Poprad, Kezmarok, Stara Lubovna, Spisska Nova Ves, Levoca a Gelnica. The situation concerning drinking water supply within the
districts of Poprad and KeZmarok was at the beginning of the year very favorable and there were no long-term drinking-water outages.
Breakdowns of major nature were recorded in the month of February on the water line of Poprad - Janovce, temporary provisions of water
delivery intended for the local citizens providing the water tank trucks were made. As a result of negative climatic conditions, the water
yield of water wells and wellsprings decreased, specifically in the area of Liptovska Teplicka village. By launching a new water source of
,Nové Okno - New Window" a completion of the overall output was performed, which happened between the months of February and
March. As a result of ongoing long-lasting dry weather in the period of August - September the water yield of Toporec water reservoir sup-
plying the local water mains was reduced. The deficiency of yield from the concerned springs was targeted by providing additional water
sources. In the month of December a decline in the yield of Tatranska Lomnica water reservoir was to be solved by an interconnection of
pressurized sections in the piping network. Public water-mains under the supervision of the PVPS, plc. Poprad company are mainly sup-
plied from the subterranean water sources but there are locations out there where the main source of drinking water is the collection of
water from the surface water-management source. This kind of collection is treated by means of water-management and treatment unit,
by means of which quality properties for drinking water are achieved. The maintenance activities for our assets and property are divided
into cyclical and non-cyclical maintenance. Cyclical maintenance includes the care for water sources, collection-point areas, water accumu-
lation stations, pumping stations, water-mains network, replacement of water meters with our customers and such like.

Non-cyclical maintenance includes the field of emergencies elimination in the network of public water-mains, repairs in the area of water-
mains valves, replacement of hydrant network and restoration activities carried out in the area of public water-mains networks.

Selected
Operational Data

The number of water sources: 238 pcs.
Capacity: 2,212.56 /s
The number of customers supplied: 303,386
The length of water-mains network in km: 1,621
The number of Water-treatment, management plants: 22 pcs.
The number of water storage reservoirs: 159 pcs.
The number of Pumping stations: 38 pcs.
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Fulfillment of Key Production Indicators Survey:

Indicator in Thousand m? y. 2011
Water Collection Total 16,423
Subterranean Water Collection 13,230
Surface Water Collection 3,193
Industrial Water Total 120
Out of which: Subterranean 0
Surface 120
Water Produced within Own Facilities 16,302
Water Sold by the Local Municipality 226
Water Produced for Sales, Pursuance 16,302
Water Invoiced Total 11,043
Out of which: Households 7,629
Other Subscribers and Customers 3,188
Town Municipalities 226
Non-invoiced Water 5,259
Water Treated 3,601
Water Pumped 6,303
Chart No.: 1
Based on the problems, occurring during the operation of pub- o
lic water-mains, the draft proposals for the plan of repairs and Operation As of the year 2011
investment projects are being processed for further periods, Poprad 875
which happen over the course of the year. Spisska Nova Ves 397
Technical staff members were assessing the draft documenta- L .
tion concerning the planning and development permits, urban Stara Luboviia 125
studies, etc. On behalf of the assessed project documentation
they expressed their expert opinions in a written form in the
PVPS, plc. Total 1,397
numbers quoted within the appended Chart No.: 2: pc o
Chart No.: 2
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Reducing Water Losses

Efforts taken in the area of decreasing the volume of non-in-
voiced water (and by means of that water losses as well) have
been put into practice namely by approaching a systematic
activity during its seeking and the resultant elimination of
water leakages from water mains. Water losses which are in
volumetric terms the largest segment in non-invoiced water
were mostly visible in the outdated steel and cast-iron/gray
iron water pipes. The next element of non-invoiced water is
the company’s own consumption, with which the volumes are
significantly thorough, as it is indispensable to desludge and
flush water pipes as a result of observing the standard quality
of water pursuant to effective legislation (namely concerning
the indicator of iron).

Water Meters

Up to 31. 12. 2011 there were, within the public network,
42,490 pieces of invoicing, registered water meters installed in
total.

In total there were 7,346 pieces of water meters replaced, out
of which 3,074 pieces based upon regular-inspection repla-
cements and 1,616 pieces were replaced as a result of the fo-
llowing reasons: physical damage to a water meter, stagnant
water meter - malfunction, replacement based upon the custo-
mer‘s request and such like.

There were 38 pieces of water meters disconnected and based
upon the customer’s request sent to an official examination,
calibration center, whereas up until the end of the year in 13
cases the company obtained a negative outcome. In total there
were 3,074 pieces of water meters being overhauled.

Water Mains Emergency Breakdowns

Water-mains Network Breakdowns
Row Connection Total
Stredisko Running Order  Non-running order Running Order Non-running order
Poprad 446 91 248 53 839
Stara Lubovia 192 28 230 62 512
Spisska Nova Ves 306 35 461 70 872
Total 945 154 939 185 2223

Chart No.: 3

The total number of breakdowns (emergencies) with the water-mains networks reflects the current technical status of the
water-mains network. The breakdowns differentiated as lead-in sector, distribution network, connections amounted to the
number of 1,356 breakdowns in fittings - 698 instances, breakdowns in shafts 169 pieces. In total there were 2,223 instances
of emergencies eliminated.

The remaining number of breakdowns in the water-mains network occurred in the period of winter — spring and autumn —
winter, which reoccurs on an annual basis, as a result of changing climatic conditions /freezing and defrosting of soil/. In the
field of decreasing the number of breakdowns, the corporate activities were targeting mainly the elaboration of plans regar-
ding the recovery of the faultiest networks, finalizing the development of districts-to-be-monitored including the transfer of
data into the central control room and the execution of monitoring critical sections in the water-distribution networks.

The group providing for the localization of emergencies in the public water-mains was among other things providing for a
detailed specification of breakdowns quoted within the Chart No.: 3, while at the same time surveying the area for the water-
-mains network related to investment activities of external customers. At the same time a planned cyclical echoing / sonar
ranging in the planned sections of water-mains had been carried out.

11
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SEWAGE AND WASTEWATER TREATMENT PLANTS

By means of public sewerage network the wastewater of 207 077 equivalent inhabitants was collected. Waste water was treated in 29 waste water treatment plants. In all the operational waste-water
treatment plants quality limits for treated and discharged water were met, specifically for water leaving the plant joining water arteries, being enforced by county and district environmental authorities.
The operations of the mechanical wastewater treatment plant of Jaklovce were abolished, while all the waste water is collected and treated within a new mechanical-biological waste-water treatment

plant.

Selected Operating Data
as of the Year 2011

Volumetric

Indicators

(in thousand m?3)

Breakdowns on the
Sewerage Network

Ly

Number of Wastewater Treatment 29 pcs.
Plants
Number of Projects Equivalent to the 408,410
Number of Inhabitants (EO)
Number of Feasible EO — Year 256,905
Projected Capacity of WWT Plants 109,006 m*/day
Projected Flow Q,, 1,261.62 /s
Actual Flow Q,, per Annum 1,031.261/s
Number of Sewerage Network Co- 24,081 pcs.
nnections
The Length of Sewerage Network 580.43 km
Excluding the Connecting Lines
Number of Breakdowns on the 132
Sewerage Network

Chart No.: 1

» Indicator Reality Object Observed Number of eliminated
Wastewater Drained in Total 33,199 mat:rlal | CHETFEEE

. N Sewers Hardcore Grave 0

Wastewater drained (invoiced) 10,682 Concrete 29
Of which: households 6,435 Plastics 13
Fiberglass 0

Other customers 4,245 Other 14

Included in: Rainfall waters 2,195 Total 56
Of which: households 789 Connections Hardcore Gravel 0
i Concrete 0
Other customers 1,406 Plastics 0
Waste water treated 32,186 Fiberglass 0
Other 0
Waste water not-treated _ 1,013 Total 0
A Chart No.: 2 Buildings Entrance Shaft 75
E X Alleviation Chamber 1
Based on the concluded contracts there was 9,536 tonnes of so- Slope 0
lid sludge disposed of from the waste water treatment plants. Bents, Knots 0
Another Object 0

Total 76

Breakdowns Total 132

Chart No.: 3

In the sector of public sewerage network there were, as of the
operational activities in the field of sewage treatment and was-
tewater treatment plants, no breakdowns recorded, during the
course of the year, with a direct impact on the environment.
Breakdowns on the public sewerage network were caused by
blockages in the piping, and by reducing the internal diame-
ter of the flow profile as a consequence of settled sediments
/suds/, eventually greases, lards, or by internal penetration of
root systems of plants and trees into the sewerage network

and its piping.

12



DRINKING AND WASTEWATER QUALITY SUPERVISION

Water Quality

Quiality of drinking and waste water is checked in regular intervals by an experimental laboratory of Department of Quality Inspec-
tion (SL UKK ). The Laboratory performs its activities pursuant to the Accreditation Decree of S-250, issued by the Slovak National
Accreditation Service of Bratislava. The subject matter of accreditation are physical and chemical experiments, microbiological and
biological tests of underground, technological, drinking and waste waters and sludge, including sampling of waters and various

types of sludge.

Drinking Water

The Quality Supervision Department has provided for the in-
spection of quality of water sources, fresh water treatment
plants, municipal water mains, water reservoirs and points of
final consumption of drinking water. Drinking water supplied
to the public water mains is free of any impurities, its quality is
monitored in systematic intervals and is in concordance with a
Decree of NV SR No.: 496/2010 Coll., which specifies the requi-
rements regarding the water intended for human consumpti-
on. Based on a continuous monitoring of drinking water quality
within the water mains, it is possible to claim that the quality of
drinking water meets the European standards as viewed from
the physical, chemical, microbiological and biological aspects.

Drinking waters laboratory monitored the quality of drinking

water in more than 1,500 samples. The acceptable quality was
met in 94 per cent of taken samples.

Water Quality Monitoring:

Wastewater

Waste Waters Laboratory was conducting quality inspections
focusing on waste waters and sludge from mouths, particular
technological levels, in the process of waste waters treatment
within wastewater treatment plants as well as the inspections
of contributors of industrial and sewage waste waters. The ex-
tent and number of analyzed samples is in concordance with
the Public Notice No.: 269/2010 Coll. and applicable legal re-
gulations in force concerning waste waters. The observance of
regulated limits of released waste waters from the recipients
is monitored, which is in order to establish and ensure that no
harm to the Environment is suffered.

The overall number of tests conducted by the Waste Water La-
boratory as of the year 2011 amounted to 4,600 samples.

Of the total number of samples there were 4,080 samples of
waste waters and sludge processed being taken from waste
water treatment plants, out of the non-treated mouths 240
samples and the industrial producers 260 samples and 20 sam-
ples of waste waters from drinking water treatment plants.

Overall Number of Samples /
Number of non-compliant samples

Overall Number of Analyses /
| Number of Non-compliant Analyses

Water Reservoirs and Water Transmission Microbiological and Biological Physical and Chemical
Network Indicators Indicators

735/94 639/41

9,335 /168 6,848 /52
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Key Data as of the Year 2011

Number of Contractual Customers: 46,600
Number of Invoicing, registered water meters: 42,490
Number of Answered Telephone Calls

on the Customer-care Line: 8,130
Number of Registered Visits

to the company Premises: 31,190
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Customer-oriented Approach

While being focused on improving and extending its services,
the company offers to its customers new electronic services
free of charge. By means of a new option ,,SMS info,, it is pos-
sible to access the information, for example regarding drinking
water outages, before restrictions come into force. Following
an easy registration a customer receives the information direct-
ly into one’s mobile phone regarding foreseen drinking water
outages and emergencies on the water piping network or sew-
erage network and consequently further useful information.

The next of newly introduced options is ,My customer ac-
count®, where each subscriber may from the comfort of one’s
home monitor the information on the subscriber’s place (sim-
ilarly as it is with a bank account monitoring) via a so called
customer section, into which one may register oneself on our
internet website of www.pvpsas.sk. Following the registration
and signing in, the customers gain access to all their subscrib-
ers’accounts, for instance the reading of their water meter, the
sums of credited transfers, deposit payments, invoiced pay-
ments. At the same time it is possible to use the customer’s ac-
count to send requirements, for example to change the postal
address, the amounts of deposits, report a self-performed read-

’

|'

ing of water meter, and change the account number or raise
claims about an invoice.

Many of our clients have expressed an interest in paying for our
services by a credit card. We have introduced such a service in
all the customer-care centers. Payment over the Point of Sale
terminal is fast, simple, safe and free of charge. The customer
may pay for water consumption and sewage treatment invoice
by means of ,,UNIKASA“ service. This option is accessible in
more than 1 800 shops of COOP on the territory of the whole
Slovakia, during the opening hours, i. e. late until the evening
hours and even during weekends.

On January 01, 2010 our company introduced and implement-
ed Liabilities of Customer Services, by means of which our
company communicates and puts into foreground a correct ap-
proach towards our customers, and by means of this strength-
ens the loyalty of customers. The liabilities concern the three
main areas: availability, informedness and solidarity. Detailed
information on liabilities may be obtained from publicly acces-
sible leaflets available at customer-care centers, as well as from
the corporate internet website.

Two years later following their establishment, we may, based
on regular monthly assessments confirm that there has been a
significant improvement observed in the field of customer-care
services. It was even on behalf of our customers that the obli-
gations have been acknowledged in a very positive way.

15



Satisfaction Rate Survey

At the end of the year, an external satisfaction rate survey of
consumers was planned focusing on the establishment of the
overall satisfaction rate of customers with the provided ser-
vices. The survey was carried out by an external company on a
sample of randomly selected 500 customers. The approached
customers, over a telephone survey answered the questions
regarding water supplies, offered services, emergencies elimi-
nation, professional behavior of staff, quality of water, informa-
tion availability or transparency of invoices and ease of their
reading, interpretation. At the same time preferences of cus-
tomers were being established with reference to the means
of communication, means concerning the way of communica-
tion, methods of communicating information, various ways of
payment and invoicing models as well as their deliveries. The
answers were recorded and entered on a four-grade scale. The
overall satisfaction of customers reached on the whole 91.2 per
cent. Interannually speaking, the company recorded a slight
improvement in comparison with the last year.

Our main objective remains to sustain this positive tendency
of corporate growth as perceived by our customers as well as
a high level of customer satisfaction rate with the services on
offer.

The company provides for continuous improvements in the
field of competence and professionalism, social skills and pro-
fessional conduct of employees, while improving their commu-
nication skills when confronted with all the target groups.

Customer Services

As a member of Veolia Voda Group we have been targeting the one but only goal which is to be customer-oriented company,
the goal that is being proved by adopting ,, 10 principal commitments of customer services“ among our customers, by means
of which we are trying to react to ever growing requirements of our customers. Our key values include the ability to listen,
being helpful and at the same time demonstrate an efficient approach. Our customers are approached and serviced with a
wide range of contact points. Customer-care line, so called Call Centre (0850 111 800), available 24 hours 7 days a week, where
we offer a wide spectrum of information for instance on the points of consumption, invoice letters, contractual conditions,
prices of water and sewage disposal, outages. It is also possible to inform about the water meter readings, change the cor-
respondence address, file a claim, register a reported failure, etc. Those customers who prefer personal contact are free to visit
us at three customer-care centers in Poprad, Spisska Nova Ves, and Stara Lubovna, where it is possible to file a claim, register
a change in the point of consumption, file an application for a water distribution or sewage collection connection, conclude a
schedule of payments and such like.

As a part of environmental objectives we have been taking care for the environmental protection by means of electronic com-
munication (info@pvpsas.sk), being more suitable for all the customers of ours, as it saves their time and financial means.
Important information on our company, offered services, prices but also interesting facts about water and school projects is/
are quoted on our internet website of www.pvpsas.sk. An integral part of the internet website is the information on water
consumption metering, invoicing of water distribution fees and sewage treatment fees and methods of payment. One of the
significantly exercised services, the one which speeded administrative operations, is a possibility to download frequently used
forms from the internet website, the ones which are necessary for filing an application form for a new connection, changes to
the point of consumption, introduction of deposit payments of SIPO model.

Every customer is able, should the need arise, check a current status of reported breakdowns and planned outages on our
internet website. The list is updated in regular intervals. Further information might be obtained by a customer by means of
published leaflets, booklets, magazines all of which are available at all the customer-care centers.

16



Communication with
the General Public

A continuous development in the field of external communi-
cation is closely connected with the offer of new services. An
increasing number of customers are utilizing electronic means
of communication and in that way are accessing the informa-
tion. As a result, the speed of settling the errands is improved,
but on the other hand there is a significant cost saving having
a positive impact on the environmental policy.

By means of regular updating of our internet website we pro-
vide for quality and effective communication. In that way the
customers are provided with a customer zone, which serves the
purpose of: monitoring their accounts, invoices, water-meter
readings or alternation of pre-defined payments. The relations
with the general public are also contributed by a regular partic-
ipation in the international water management exhibition of
AQUA Trencin. New graphical layout of leaflets, brochures, and
booklets and many other presentational and promotional ma-
terials support the growth of a positive corporate perception.

During the Course of the
Year 2011 the Company:

« issued 106,413 invoice letters as of the water distribution
fees and sewage treatment fees,

« sentalmost 12,000 reminders,

« filed in total 70 thousand personal, telephonic,
correspondence and electronic contact instances with
customers,

« 873 payment calendars were concluded.
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Education of Employees

The total costs incurred by the company for educational purposes as of the year 2011 amounted to the sum of 30,740.19 €. The
mean costs for educational trainings per one employee amounted to the sum of 57.56 €. The compulsory trainings (stipulated by
legislative decrees) amounted to the sum of 12,942.52 €, language courses 5,290 € and further training courses amounted to the
sum of 6,939.76 €.

A separate category in the field of education were the expenditures spent on training courses compensated for by the European
funds and that amounting to the sum of 103,892.46 € out of which 17,374.50 € was spent on language education.

The total number of training courses organized amounted to 1,102 of the total length of 14,216 hours, out of which the number of
hours dedicated to health and safety trainings totaled 4,200.

The company mainly concentrated on the development of professional skills and competencies in employees, increasing and ex-
tending their professional qualifications, knowledge and abilities. The corporate staff attended compulsory trainings in specific
dates, governed by personal management rules.

Regular training courses were an important part of the employment education of staff members in the field of occupational health
and safety and fire prevention, which apart from the planned ones were attended by all the newly recruited staff.




Human Resources

At the beginning of the year of 2011 the physical headcount of employees totaled 549 members of staff. During the course of the year
the company received 34 new members of staff and 38 members of staff left. The physical headcount of employees as of 31. 12. 2011
amounted to 545 members of staff. The mean calculated number of employees as of the year 2011 was 534, which was when compared
with a forecast number by 6 members fewer. A reduction in the number of employees resulted as a consequence of an increased fluctua-
tion (7.0 per cent as compared with 3.3 % in the year of 2010) and also, as a result of the fact that it was not always easy in a continuous
manner to replace a forsaken job position with a new employee possessing a required professional background.

Structure of Employment

Physical Headcount of Employees as of 31.12.2010 549
Growth in the number of employees: 34
out of which: temporary contract /a definite period of time/ 30
permanent contract /an indefinite period of time/ 1
external staffers 3
Decline in the Number of Staff: 38
out of which: § 60 ZP contracted 12
§ 70 ZP temporary 4

§ 63 ZP organizational reasons

other reasons (disability, deaths...)

external staffers database 1
leaving as a result of retirement 10
Physical Headcount of Employees as of 31.12.2011: 545
Average Recorded Calculated Number of Staff as of the Year 2011: 534

P / 20




Age Structure of Employees:

Age Female

Male

18-25
26-30
31-35
36-40
41-45
46-50
51-55
56-60
60 and above
| Total

Total

r 4 £

Education Female
Elementary 11
Secondary Vocational 13
Comprehensive Secondary 6
General

Comprehensive Secondary 56
Vocational

University 35
Total 121

Male
19
235

132

30
424

Total
30
248
14

18

65
545

Structure of

Employees According

to the Duration
of Employment

. .
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g |

up to 5 years
up to 10 years
up to 20 years
above 20 years
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Social Dialogue

Our company has entered into a Corporate Collective Agreement setting forth the conditions agreed with the Trade Unions in re-
spect to industrial relations, employment, occupational health and safety, working hours, remuneration, social care, and such like,
which the Company observed throughout the entire year.

In the past year the total of the social fund created amounted to the sum of 50,367.41 € including the balance from the previous
year (894.09 €) and a profit share (8,696 €). It was drawn for various purposes, specifically as a contribution to boarding of employees
(29,550.45 €), recreational purposes, sports activities and regeneration of workforce (6,464 €), for bonuses intended for employees
reaching major work and life anniversaries (6,530.34 €) and within the social area (3,685 €). The Social fund balance amounting to
the sum of 4,137.62 € will be drawn throughout the course of the year 2012.

Social expenses of the company included contributions to employees for their additional pension fund schemes totaling the sum of
135,303.99 € € as well as the contributions for meals (apart the social fund), totaling the sum of 218,940.66 €.

Occupational Health and Safety

The company has introduced, apart from the existing two international standards of ISO 9001 and I1SO 14001, an additional, the
third international standard of OHSAS 18001, the one which safeguards safe working environment and conditions for all the em-
ployees. It is a sponsor of continuous improvement in the field of Environment, Health and Safety. We have obliged ourselves to
adopt and implement commitments and set the objectives, which should, in the future, improve a downward trend of occupational
risks and hazards, which consequently should contribute towards a safer working environment. The fact of a successful implemen-
tation and introduction of the standards was awarded with certificates on the day of 10. 1. 2011 which confirmed the introduction
of all the requirements following the OHSAS 18001 Standard.

Within the Department of Health and Safety and Fire Prevention we carried out 169 inspections to establish alcohol drinks abuse
while at work or during working hours.

Further inspections and checks targeted the obligation to use and wear specific kinds of personal protective equipment, observing
the instructions during hazardous work, overall hygiene standards as well as environmental regulations.

In the field of informing and informedness of employees about the safe work regulations and occupational health protection, there
were various training courses organized with all the production, technological and leadership members of staff.

We paid a great deal of attention to establishing the causes of those occupational accidents and injuries which occurred. We filed
and investigated three occupational injuries, accidents. Of which, one occupational accident is recorded as an incident with a major
debilitation, disability. The sick-leave period has not been terminated yet. The remaining two occupational accidents were judged
as the registered labor-related accidents with the sick-leave period shorter than 42 days. The company has no record of any kind
concerning an occupational illness.

In the field of fire prevention there were regular preventive anti-fire inspections carried out, which took place in defined periods in
specific sections and premises. As a part of prevention, there were regular inspections carried out on the movable fire-extinguishing
equipment, hydrants, fire hoses, fire vents, electrical equipment and selected technical facilities pursuant to specific deadlines.
Pursuant to the Public Notice of Ministry of Interior MV SR No.: 401/2007 Coll. on technical conditions and requirements regarding
the fire prevention and operating fuel-operated appliances and use of chimneys and smoke ducts there were regular inspections
carried out. As of the monitored period we did not file a single case of fire.
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Internal Communication

Internal communication of the company is an indispensable
part of motivation and corporate development. The intra-com-
pany network, intranet entirely meets such a function, which
serves the purpose of efficient and speedy communication
among the employees. What is also available is a set of profes-
sional seminars and training courses by means of an electronic
magazine ,La lettre.”

The continuation of publishing an intra-company magazine
,Voda je Zivot“ in cooperation with Stredoslovenska vodaren-
ska prevadzkova spolocnost, plc. has contributed towards an
elaborate exchange of information between the two affiliated
branches of Veolia Voda Group.

Excluding the electronic communication, the information pan-
els have been updated, the ones providing basic information to
those employees who do not have access to the intranet.

Integrated Management System

The company has been following the efforts of quality systems unification of 1ISO 9001, OHSAS 18001
and 1SO 14001 into an integrated management system (IMS), by means of which the whole system
would be simplified. Internal and external audits were performed, which had to be confirmed in con-
cordance with the applicable standards. In total, there were four internal audits and two external
audits, which were attended by external and internal auditors of the MARK — CON Company.

The introduced integrated system involves the policy and quality targets as well as the field of Envi-
ronment and Health and Safety, whereas it is focuses on quality-related requirements of a product,
customer satisfaction rate, breakthrough environmental aspects and health and safety hazards.

All the external audits were conducted by a certification authority of TUV SUD Slovakia, which is a
member of TUV SUD Group, a world leader in providing certification services having a year-long tradi-
tion. Our thank you belongs to all their employees.

& SUD

OHSAS 18001 4

150 140014




Solidarity




School Programs

The support of environmental education at elementary and
secondary comprehensive schools shall be considered as an
activity of long-lasting priority. On the territorial scope, there
was a project entitled — ,Around the World — Biodiversity 2011"
prepared in cooperation with the company of Stredoslovenska
vodarenska prevadzkova spolocnost, plc. The goal of the com-
petition was to observe and monitor the flora and fauna in the
environment people live in and by means of specific pedagogi-
cal aids, prepared within our companies, to elaborate a project
which would be easy to implement focusing on the protection
of the environment.

From among 35 registered classes, it was the paper of Elemen-
tary School of Tatranska Lomnica which scored highest.
Students and teachers have been expressing an unweathering
interest in excursions in our water management facilities. The
greatest number of visitors was recorded in the wastewater
treatment plant of

COV Poprad — Matejovce, which ranks among the most signifi-
cant ones and most modern ones from within the Middle Eu-
ropean territory.
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THE ENVIRONMENT

The World Water Day

During the course of the month of March we offer to the custom-
ers, on the occasion of the World Water Day, as a part of people’s
health prevention a free-of-charge analysis of drinking water es-
tablishing the presence of nitrates, those customers who use their
own wells. During the selected days our accredited laboratory was
in the process of accepting the samples in all its branches. Out of
the total number of 902 samples brought and analyzed, 91 tested
samples were well in excess of the upper most levels, which repre-
sents 10.1 per cent of the contamination rate.

Those citizens, whose water samples were contaminated to an
excessive extent, were recommended, with regard to their health,
not to use the water from their own wellsprings and wells for
drinking purposes.

Corporate Presence in
Shopping Centers

On the occasion of the World Water Day, the company prepared a
presentation for customers in the two major shopping centers of
Porpad Town and in Spisska Nova Ves Town. The interested people
were able to avail of information leaflets and booklets informing
the public about the corporate undertakings, children were paint-
ing various pictures having one thing in common, which was the
protection of water sources, whereas the adults were concerned
with a ballot survey, rewarded with tangible prizes.

Support of Regional
Activities

As a socially responsible company within the sub-Tatra region
we have been supporting various sports, cultural, educational
and other charity activities, charitable work. The activities worth
mentioning are for instance a free-of-charge provisioning of water
during public events (Marian Pilgrimage in Levoca, musical festi-
val of Fest Eurdpa 2 in Poprad), funding of various competitions
(Slovak Championships in Ball — classical — Dances, Basketball
tournaments of Primary Schools), children’s playground backing,
International Gathering of Nature Rangers, Slovak Wood Carving
Competition or an international automobile race.
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PRODUCTION AND DISTRIBUTION OF DRINKING WATER SECTION

Maintenance Resolution
on The Borik Mount Water Reservoir

It was necessary to solve the regulation of water supplies to the final point of consumption on the water reservoir of Bérik Mount
o

the one which provides for the accumulation of water for one borough of the city of Poprad. The previous adjustment was performed
by means of a power flap installment, which proved not to be a suitable solution as a regulatory fitting for filling water reservoirs.
In order to improve the performance of water reservoir we implemented a solution of water mains management —which was to use o

a regulation valve of Havido 1602.
Advantages brought about by this solution are the following ones:
water reservoir pressure (corresponding to the water level) is measured hydraulically and governs opening and closing of the

main valve,
regulation of the main valve is progressive — the higher the consumption, the faster and extensive the vaIve opening,

operable even in case of electricity supply shutdown,
assembly performed without interfering into the main water reservoir chamber,

assembly performed without shutting down the water reservoir.
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Sewerage Network and
Wastewater Treatment Area

As a part of the project entitled ,,Optimization of Management
Facilities“ COV Poprad — Matejovce“, there was a restoration
of the VN2 digester tank and interconnection of new electro
valves in the basement of VN and VT1. New pumps for thick
sludge were installed in the vicinity of thickener centrifuge,
liquid residue — fugate — pump in the vicinity of drainage cen-
trifuge and the pump for floating impurities in the retention,
filtering area in the vicinity of additional tanks, a new backup
power source for the DT2 distributor, electrical enclosure. In
the homogenization tanks there were two mixing stirrers put
into service.

Concerning the wastewater treatment plant of COV Kezmarok,
during the course of the year, there was a gas compressor re-
placed intended for stirring inside a digester tank, and also air-
ing elements were replaced and element coatings in the activa-
tion tank, as well as the coating within rough pre-treatment
including the sub-frame structure on a bridge of substitution
tank.

Concerning the wastewater treatment plant of COV Tatranska
Kotlina, there was a charger replaced; concerning the waste-
water treatment plant of COV Liptovska Tepli¢ka there was an
alternation in the technology of wastewater inlet performed,
while being transported for the wastewater treatment plant as
well as a replacement of a pump. Regarding the wastewater
treatment plant of COV Strbské Pleso there were the former
buildings of mechanical wastewater treatment sanitized and
refurbished as well as, completion of a disassembly of a gas
reservoir was completed, which was transferred and installed
at wastewater treatment plant of COV Levoca.

There was a new membrane gas reservoir introduced at the
wastewater treatment plant of COV Spidska Nova Ves of the
total volume of 130 m3.

I
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Innovations in the Area of Control Centre and
Geographical Information System

By means of updating the software in the control room system and its management we enabled the employees, having com-
petent access rights, online monitoring of all the observed parameters having a relation to the Control Centre and Production
and Distribution of Drinking Water section.

Within the region of Stara Lubovia, by means of altering the transmission of key data from using radio transmission to GPRS,
we have improved the accessibility parameters as well as the efficiency of management. There were further new constructions
added in the Region of Gelnica. Except supplying new post-development surveying and mapping supportive material, we have
continued with the geological surveillance and specification of existing water management and sewerage networks, impor-
tant knots and connection points.

Innovations in the Area of Vehicular Fleet and Heavy
Machinery

Department of Logistics offers a comprehensive range of services in the field of transportation, maintenance, repair of vehicles,
heavy and light machinery, be that in in-house workshops or externally, contractually outsourced. A significant role is being
fulfilled by the Department of Logistics during the preparatory phase of vehicles to be technically inspected for their mechani-
cal properties and emission standards. Team leaders and foremen of the Department of Logistics do perform regular audits
in order to provide for the internal observance of binding directives, guidelines, orders and regulations. At the same time they
supervise the observance of enforceable legislation, public decrees and proclamations as of the road transportation valid in the
territory of the Slovak Republic and the European Union.

It was also during the course of the last year that the company paid quite a deal of attention to the vehicular fleet. There were
freight vehicles purchased, which replaced the old ones, obsolete or mechanically worn or torn equipment.
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FIXED TANGIBLE ASSETS CARE

Repairs of Fixed Tangible Assets by the Company Staff:

The company by means of their own staff carried out planned and non-planned maintenance as well as repairs on the water dis-
tribution network, sewerage systems and further objects, on the property leased from PVS, plc. Poprad, on their own property and
property operated based on contracts with towns and municipalities.

In order to meet smooth operation and supplies of fresh water for the local people, collection of sewage from towns and munici-
palities and treatment of wastewater we had to concentrate on emergency situations and their elimination caused in public wa-
ter distribution networks and sewerage networks, then on repairs done to technological equipment, repairs of electrical facilities,
treatment and disinfection of water storage reservoirs, replacement of water meters, painting and decoration activities, repairing,

fencing, etc..

Conducted planned repairs:

« Replacing 14 pcs. of surface hydrants, 46 pcs. of valves,

» Repairs conducted on 57 pieces of manhole covers, utility
holes, repairs to the fencing for water stations in Stara Lu-
bovia, water reservoir Sibenicna hora, Sarisské Jastrabie
— Olian¢ina wellspring, Saridské Jastrabie — water station,
Orlov water reservoir, Chmelnica — pumping station.

In total there were 2,355 instances of emergency situations eli-

minated, out of which on the water-mains network 2 223 cases
and on sewerage network 132 cases.
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Qutsourced, Contracted-
out Repairs of Fixed
Tangible Assets:

Related to repairs of fixed tangible assets, the total work con-
ducted amounted to:
» onthe leased property from PVS, plc. Poprad:

537,101.31 €

» owned by the PVPS, plc. Poprad: 85,040.31 €
- operated based on contracts with towns

and small municipalities: 21,822.46 €

Total 643,964.1 €

Asignificant part of financial means was drawn for the repairs
of water meters, water pumps, electric motors, vehicular and
mechanization fleet, water treatment plants, Wastewater Tre-
atment plants /COV/, administration buildings and control ro-
oms.

Capital Investment Projects

Amounted to the sum of:
= Revenues as of the Investment projects

for PVS, plc. Poprad 366 167,42 €
« Revenues as of New Connections

for PVS, plc. Poprad 121112,38€
« Revenues as of New Connection for towns

and municipalities 2623,65€
» Revenues as of Water meters for PVS, plc. 16 276,17 €

Investment Purchasing

Investment purchasing was conducted amounting to the sum
of 480,293.77 €. There were personal and freight vehicles
purchased, technological equipment for operating the water-
-mains facilities, overall sewerage network and wastewater
treatment plants of COV. Intangible assets purchases amoun-
ted to the sum of 11,918.13 €.
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Consolidated Balance Sheet as of 31.12. 2011

Row Code LineTitle

11

14

17

21

22

30

31
32
38

45
46

47

53

54

55
56
57
61

62

63
65
66

67

AllL

AlllLL.

B.l.
B.I.1.
B.II.

B.III

B.III1.

B.IV.
B.IV.1.

TOTAL ASSETS line002 + line030 + line061

Non-current Assets line003 + line 011 +
line 021

Intangible Assets Total (line004 up to
line 010)

Software (013) - /073,091A/
Goodwill (015) - /075,091A/

Fixed Tangible Assets Total / Total Cu-
rrent Assets (line012 up to line 020)

Separate movable items and sets of
movable items (022) - /082,092A/

Other fixed tangible assets
(029,02X,032)-/089,08X,092A/
Non-current Financial Assets Total
(line022 up to line 029)

Shares and stocks in the daughter
accounting entity (061)-096A

Current Assets line 031 + line 038 +
line 046 + line 055

Sum of Inventories (l. 032 up to line 037)
Sum of Material (112,119,11X)- /191, 19X/

Long-term Total of Account Receivables
(lines 039 up to 045)

Deferred tax receivable (481A)

Total Current sum of Accounts Receiva-
bles (line 047 up to 054)

Business trading receivables (311A,
312A,313A, 314A, 315A, 31XA) - 391A

Taxation receivables and subsidies
(341, 342, 343, 345, 346, 347) - 391A

Other receivables (335A, 33XA, 371A,
373A, 374A, 375A, 376A, 378A) - 391A

Financial Accounts Total (lines 056 up to 060)
Cash and Cash Equivalents (211, 213, 21X)
Bank Accounts (221A, 22X, +/- 261)

Accruals / Deferrals Total (line 062 up
to 065)

Non-current accrued expenditures
(381A, 382A)

Current accrued costs (381A,382A)
Current Accrued Income (385A)

Total Equity and Liabilities line067 +
line 088 + line 121

Equity line 068 + line 073 + line 080 +
line 084 + line 087

Current Pe-
riod Gross

22004 729
14 381883

11364 801

22652
11342149
3004 335

2993941

10394

12747

12747

4619 246

252 050
252050
156 003

156 003
4148803

3822924

24 944

300935

62 390
37 975
24 415
3003 600

1957380

1046 220
0
8711858

2378901

Correction

13292871
12720452

11353132

10983
11342149
1367320

1358197

9123

0

0

572419

2455
2455
0

0
569 964

569 964

o o ©O © © o

o o

Netto

8711858
1661431

11669

11 669
0
1637015

1635744

1271

12747

12747

4 046 827

249 595
249 595
156 003

156 003
3578 839

3252960

24 944

300935

62 390
37975
24 415
3003600

1957380

1046 220
0
0

0

Previous
Period

5692 785
1515942

0

0
0
1502273

1500562

1711

13 669

13 669

4129 445

257 360
257 360
194198

155934
3531317

3357931

33519

139 867

146 570
37681
108 889
47 398

2209

30524
14 665
5692 785

1718878

Row Code

68

69
73
74
75
77

80
81
84

85

87

88

89
91
93

94

103
105
106

107

109
113

114
115

116

118
119
120

121
123

Al

All.

All

AllLL.
2.
4.

AL
Allll1.
AlV.

AlV.1.
AV.

B.I.

B.II.

11.
B.III

B.IIL1.

Line Title

Total Registred Capital, Equity (line 069
up to 072)

Registered Capital, Equity (411 or +/-491)
Total Capital Funds (line074 up to 079)
Share Premium (412)

Other Capital Funds (413)

Appraisal differences following the reva-
luation of assets and liabilities (+/- 414)

Profit Funds Total (line081 up to 083)
Legal Reserve Fund (421)

Consolidated Profit/Loss of the past
periods line085 + line 086

Retained Earnings of Previous Periods (428)

Profit/Loss of Current Accounting Period
after Taxation /+-/ line 001 - (line 068 + line
073 +line 080+ line084 +line 088 + line121)

Liabilities line 89 + line 94 + line106 +
line 117 + line 118

Reserves Total (line 090 up to line 093)
Current Legal Reserves (323A, 451A)

Other Current Reserves (323A, 32X,
459A, 45XA)

Non-current Liabilities Total (line 095
up to line105)

Social Fund Liabilities (472)
Deferred Tax Liability (481A)

Total Current Liabilities (line 107 up to
line 116)

Trade Liabilities (321, 322, 324, 325,
32X, 475A,478A,479A, 47XA)

Unbilled Deliveries (326, 476A)

Employees-related Liabilities (331, 333,
33X, 479A)

Social Insurance Liabilities (336A, 479A)

Taation Liabilities and Subsidies (341,
342,343, 345, 346, 347, 34X)

Other Liabilities (372A, 373A, 377A,
379A, 474A, 479A, 47X)

Bank Loans line 119 + line 120
Long-term Bank Loans (461A, 46X)A

Current Bank Loans (221A, 231, 232,
23X, 461A, 46XA)

Accruals Total line 122 up to line 125
Non-Current Accrued Expenses (383A)

Current Pe-
riod Gross

33200

33200
815156
3320
821188
-9 352

3320
3320
857 584

857 584

669 641

6330 664

991 467
145319
846 148

141127

4138
136 989
1818374

962 808

30395
328 300

240620
224514

31737

3379 696
2201316
1178380

2293
2293

A

' 4

Correction

o O O o o

o o

Netto

o O O o o

o o

Predcha-
dzajlice UO
33200

33200
816 078
3320
821188
-8 430

0
0
0

0
869 600
3973907

968 865
139 206
829659

112 504

894
111610
2010197

1091 185

34761
335 464

225269
300735

22783

882341
0
882341




Profit and Loss Statement asof31.12.201

C1

Line Title

Production r.05r+ .06 +r.07

Revenues from sales of own products and services (601, 602)

Activation (accounting category 62)

Production-related consumption r.09 + r.10

Consumption of material, energies and other supplies not to be stored (501,502,503,505A)
Services (Accounting group 51)

Added Value r.03 +r.04 - .08

Personal Expenditures Total (r. 13 up tor. 16)

Labour costs (521,522)

Bonuses paid to members of corporate steering bodies and association (523)

Social insurance expenditures (524, 525, 526)

Social incurred expenditures (527, 528)

Taxes and fees (Accounting group 53)

Depreciation and further provisions to fixed tangible and intangible assets (551,553)
Revenues from fixed assets and material sold (641,642)

Netto value of the fixed tangible assets and material sold (541,542)

Creation and settlement of the sum of depreciation towards the receivables (+/- 547)
Other revenues resulting from economic activities (644,645,646,648,655,657)

Other costs for economic activities (543,544,545,546,548,549,555,557)

Consolidated operating Profit/Loss r.11-r.12-r.17-r.18+1.19-1.20-1.21+1.22-1.23+(-r.24)-(-r.25)
Interests received (662)

Interests paid (562)

Exchange-rate gains (663)

Exchange-rate losses (563)

Other financial-activities-related expenses (568,569)

Financial activities Profit/Loss r.27-r.028+r.29+r.33-1.34+r.35-.36-1.37+1.38-.39+1.40-r.41+1.42-r.43+(-r.44)-(-r.45)

Pre-tax Profit/Loss from current operations r.26 +r.46

Income tax resulting from current operations r.49 + .50

- due (591,595)

- deferred (+/- 592)

Economic Profit/Loss resulting from current operations following the taxation r.47 - r.48
Profit/Loss result for the accounting period prior to taxation (+/-) (.47 + r.54)

Profit/Loss result for the accounting period following the taxation (+/-) (.51 + .58 - r.60)

Current Period
21537768
21536590

1178

12 541 461
4659743
7 881718
8996 307
7 109 581
4904997
40 099
1831520
332965
333058
345 801
2634
298
301609
145 325
91 149
962 770
188

87 115
35

1176

8 842

-96 910
865 860
196 219
170909
25310
669 641
865 860
669 641

Previous Period
20901135
20901135

0

12 068 136
4148 377
7919 759
8832999
6 805 026
4707 811
42 555
1724 427
330233
363974
316 446
11197

7 596
202 396
89190
119 562
1118386
28
20643
95

599
10738
-31 857
1086529
216929
190 245
26 684
869 600
1086529
869 600
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Cash flow statement asof 31.12. 2011

2011 2010
Cash Flow From Operating Activities
Operating Cash flow -1741361 475 646
Interests Paid -84 821 -20 643
Interests Received 188 28
Income Tax Paid -263 362 -85 449
Dividends Paid 0 0
Cash Flows prior to Extraordinary Items -2 089 356 369 582
Extraordinary Items Revenues 0
Net Cash Flows as of Operating Activities -2 089 356 369 582
Cash Flows From Investment Activities
Fixed-Assets Purchase -492 212 -433 923
Fixed-Assets Sales Revenues 2327 3175
Investments Purchasing 0 0
Dividends Received 0 0
Net Cash Flows from Investing Activities -489 885 -430 748
Cash Flows from Financing Activities
Revenues from Capital Investments 0 0
Revenues from Loans 4647 149 0
Long-term Liabilities Installments 0 0
Installments from Received Loans -1269 746 0
Net Cash Flows from Financing Activities 3377403 0
Net (Decrease) increase in Cash and Cash Equivalents 798 162 -61 166
Cash and Cash Equivalents at the Beginning of Year -735772 -674 606
-735772

2011 2010
Net Profit (prior to deducting interest, tax and extraordinary items) 952787 1107 145

Non-monetary Operations Alternations:

Depreciation of Tangible Fixed Assets and Intangible Assets 345801 316 446
Accounts Receivable Adjustment -109 405 170 210
Stock Adjustment Inventories 697 0
Tangible Fixed Assets Adjustment 0 0
Long-term Financial Assets Adjustment 0 0
Non-deferred Exchange Losses 22 12
Non-deferred Exchange Gains, Effect of exchange rate changes -6 0
Reserves 22 602 52944
Sale of Stock Decrease 0 0
Sale of Long-term Financial Assets, Stock 0 0
Other Non-monetary Operations -3174 -3 089
Profit from Operations prior to Changing the Working Capital 1209324 1643668

Working Capital Change:

Decrease (increase) of Accounts Receivable from Commercial Acti- -2 816 446 -800 780
vities and Other Accounts Receivbale (including time Differentiati-
on of Assets, Accrued Assets)

Decrease (increase) in Inventories 7 068 399

(Decrease) increase in Liabilities (including time differentiation of -141 307 -367 641
Liabilities, Accrued Liabilities)

Cash Flow from Operations -1741361 475 646

Intentions as of the Year 2012

« provision of quality in water management services and the expansion of their offer,

« securing sufficient funds and financing in order to provide for the operating and developmen-
tal activities,

« provision of customer-oriented corporate approach at the highest level possible,

» making the internal corporate functions and processes more effective,

« implementation and effectuation of activities in concordance with environmental and health
and safety concerns of the general public,

« sustainable enforcement of company interests in the field of water management legislation,

« provision of further care and educational progress for the personnel.

36



Independent auditor’s report
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Independent Auditor’s Report

To the Shareholder, Supervisory Board and Board of Directors of Podtatranskd vodarenskd prevddzkova
spolo¢nost, a.s.:

We have audited the accompanying financial statements of Podtatranskd vodarenskd prevadzkova
spolocnost, a.s. (“the Company”), which comprise the balance sheet as at 31 December 2011, the income
statement for the year ended 31 December 2011 and notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management as represented by the statutory body is responsible for the preparation of financial
statements that give a true and fair view in accordance with the Slovak Act on Accounting and for such
internal control as management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on our judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, we consider internal control relevant to the entity’s preparation of the financial
statements that give a true and fair view in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our qualified opinion.

Basis for Qualified Opinion

As at 1 January 2009 goodwill emerged as a result of a merger with then the parent company. This
goodwill of 11 342 thousand EUR represents the difference between the fair value of financial
investment in the Company and the value of Company’s equity at the date of the merger. The Company
has fully written off the goodwill in the financial statements for the year ended 31 December 2009. In our
opinion, such treatment was not in accordance with then valid Slovak Act on Accounting that required
intangible assets to be amortized over the period future economic benefits will flow to the Company
and goodwill had to be amortised within five years since acquisition. The estimated period over which
future economic benefits will flow to the Company is longer than 5 years based on the term of contract
for operation and rental of water and sewage infrastructure, valuation of which resulted in the goodwill.
Therefore, using the maximum useful life of 5 years, the annual depreciation would amount to 2 268
thousand EUR. Taking into account the necessary adjustments, value of non-current intangible assets
and equity of the Company would increase by 4 538 thousand EUR and profit would decrease by the
annual amortization of 2 268 thousand EUR as at 31 December 2011.

Qualified Opinion

In our opinion, except for the effect on the financial statements of the matter described in the Basis for
Qualified Opinion paragraph, the financial statements give a true and fair view of the financial position
of the Company as at 31 December 2011 and of its financial performance for the year then ended in
accordance with the Slovak Act on Accounting.

3 April 2012
Bratislava, Slovak Republic

Auditing company:
KPMG Slovensko spol. s . 0.
License SKAU No. 96

Responsible auditor:
Mgr. Zuzana Zuberova
License UDVA No. 1028
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Supervisory Board Report as of the year 2011

REPORT BY SUPERVISORY BOARD OF
Podtatranska vodarenska prevadzkova spolo¢nost, plc. POPRAD

regarding the Closing of Books Statement as of the Year 2011 as well as on the Corporate
Annual Report as of the year 2011

The Closing of Books Statement as well as the Corporate Annual Report have been audited by an auditing
company of KPMG Slovensko, limited liability company, License of SKAU No.: 96.

The Auditor in their report to the shareholder, Supervisory Board and the Board of Directors has expressed
a conditioned opinion on the Closing of Books Statement as a result of the fact that the company had
depreciated by means of a one-off entry the value of goodwill, while entering it in the expenditures as of
the year 2009, which in the Auditor‘s opinion is not in concordance with the then valid Slovak Law on
Accounting, which stipulated, that intangible assets are to be depreciated for the duration of the probable
period of usage corresponding to the accrued economic property benefits whereas the goodwill had to
be depreciated at the latest within the duration of five /5/ years following its provision, purchase. The
sum of depreciation, amortization would when considering a five-year period of life cycle represent the
sum of 2,268 thousand EUR. Incorporating the consideration of necessary changes, the value of the non-
current intangible assets would increase as of December 31, 2011 as well as the Corporate Equity by 4,538
thousand EUR and the Profit would decrease by the annual sum of depreciation amounting to the sum of
2,268 thousand EUR.

The Auditor in their report to the shareholder, Supervisory Board and the Corporate Board of Directors /
Management/ declares, that the Closing of Books Statement despite the conditioned opinion of an Inde-
pendent Auditor does represent in an objective manner, in all the significant concerns and relations the
corporate financial situation of the company as of December 31, 2011, which is in concordance with the
Slovak Law on Accounting.

The Supervisory Board in their meeting have surveyed and considered, pursuant to the Paragraph § 198 of
the Commercial Code and Article XII., Section 4 of the Book of Statutes, the Current Closing of Books
Statement.

Subsequently, following the consideration and revision of the Closing of Books Statement and pursuant
to the Report of an Independent Registered Public Accounting Firm, the Supervisory Boards concludes,
while reaching the conclusion, that the Company keeps the corporate ledges, accounts and the overall
accounting in full observance and concordance with the Law of Accounting and further related, enforce-
able regulations and rules, excluding the case of the goodwill depreciation. By surveying the formal and
material validity, credibility of the Current Consolidated Closing of Books Statement as of the year 2011
there were not any defects or shortcomings identified.

The company attained as of the year 2011 the total accounting sales / profit of 669,640.71 EUR.

CONCLUSION:

The Supervisory Board do advise to the General Assembly of the PVPS, plc. to approve of the
Current Consolidated Closing of Books Statement, the Corporate Annual Report as well as the
proposed draft proposal for the net profit distribution as of the year 2011.

JUDr! Stefan Biefak
Chairman of the Supervisory Board
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