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Report on the State of Small and Medium Enterprises the Slovak
Republic in 2009

1. Introduction

Small and Medium Enterprises in Slovakia are anoirigmt part of the economy, both as
a stabilizing element in the economic system anth@sector with the greatest potential for
growth. The role played by small and medium entsegris irreplaceable, especially in the
areas of job creation, balancing regional develagraad the introduction of innovations into
standard business practice. Small and Medium ameg in the non-financial economy
provide jobs for more than two thirds of the acti@eour force and contribute more than half
of the creation of value added. However, they aceeiasingly sensitive to the quality of the
business environment. Systematically improvingaheironment for business is therefore an
important task for the government, which is subsetly reflected in improved
competitiveness in the domestic and European nearket

Considering the previous expectations of small ameddium enterprises, the major
challenge in 2009 was expected to be the succassfatiuction of the euro. The process of
introducing the euro took place smoothly and withmajor problems, due to conscientious
preparation. Some of the positive effects of theogauch as reducing transaction costs in
cross-border business, better predictability, gregirice transparency and credibility in
relation to foreign partners were already visibigimg the course of 2009, although some
Enterprises were negatively affected by the sulislaweakening of the currencies of
neighbouring countries. The euro’s contributionth@ increase in the inflow of foreign
investment, improved export performance and thelacation of economic growth is not yet
possible to assess because of the impact of theeto crisis on the Slovak economy in this
period as well as the longer-term nature of théfeets.

Much larger problems than dealing with the intradut of the common European
currency were caused for Enterprises by the glebahomic crisis, which arrived with full
intensity right from the beginning of 2009. Althdughe Slovak economy was hit by
problems in the financial sector, its high depemdean the development of major export
markets was reflected in a sharp drop in demand.

Although small and medium enterprises are not tiremnnected to export markets to
such a large degree in the Slovak Republic, theosda not avoid the negative impact of the
crisis. This was caused both by the connection sifjaificant part of the SME sector to the
supply chains of the larger companies that werdifsit by a decline in sales, and also by
harder access to funding and the decline in theh@asing power of final consumers. A partial
stabilization of the SME sector in the second lwdl2009 was due to stabilization of the
economic situation globally, the effects of measuaken by the government to overcome the
impact of the economic crisis and adaptations niigdénterprises in response to the external
conditions.

The economic crisis has further underlined the irigmze of the implementation of
positive changes in the business environment tat the potential to streamline processes in
the business sector, particularly in the field ofoecement of legal rights, reducing the
administrative burden for enterprises, the highaand health insurance burden, developing



e-government services, avoiding the negative ingpawt the business environment or
legislation and the suppression of cronyism andugpdrpractices. It has also heightened the
importance of the euro as protection against thanftial crisis and the introduction of the
single currency in Slovakia helped to mitigate éfiects of financial and economic crisis on
the Slovak economy.

This report on the state of small and medium entap in Slovakia is aimed at helping to
optimize the environment for the development of Ikraad medium enterprises in the
country. The report on the state of SMEs for thar @009 includes, in its introductory parts,
an assessment of the changes in the business mmenb over the past year, analysis of the
state and development of small and medium Ent@préd recommendations designed to
develop the SME sector. Other sections are dewuotdige evaluation of individual measures
to support SMEs by individual organisations.

This assessment of the state and development df anthmedium enterprises and their
support in the past year, which the Ministry of Bomy and Construction of the Slovak
Republic presents as part of its Report on theeSiathe Business Environment in Slovakia
in 2009, is based on Government Resolution 7927 afuly 2002. Comprehensive material on
the state and development of SMEs and their suppdite Slovak Republic in 2009 will be
published and also used as a data source to inftoeninstitutions of the European Union,
OECD, European Commission and the UN as well deardesign and comparative analysis
of different studies.



2. Development of the Business Environment in for the
development of SMEs in 2009

2.1 General Evaluation

An important precondition for the development & thusiness sector is to create a healthy
business environment. Small and Medium enterpasegarticularly sensitive to the quality
of business environment, and they play an impontal& in the Slovak economy, creating
jobs, adding value and developing the regions.

The year 2009 was characterized for the businegsoeament by a particularly successful
changeover from the Slovak crown to the common p®eia currency, the euro, and by
escalating influences of the global financial andreomic crisis in the Slovak economy.

By late 2008 Slovakia had successfully completesl pheparations for the European
common currency euro. Following the successful adomf the euro on 1 January 2009, the
Slovak Republic became the 16th member of the Exm@zwhich was the culmination of the
process of integration into the Economic and Mamyetadnion and fulfilled one of the
economic policy objectives of the Slovak government

The introduction of the euro made great demandgifeparation in the business sector,
especially concerning commerce and services, irchwinigher percentages of small and
Medium enterprises are represented. Overall prdpass for the introduction of the euro in
the business sector can be assessed positivellye agmst majority of Enterprises undertook
this task responsibly. The positive approach oftibhsiness sector to the introduction of the
euro stemmed primarily from the expected benefitsich may include in particular the
reduction of transaction costs in internationabésaprice transparency, predictability and
greater credibility with foreign partners.

The actual introduction of euro notes and coins &itculation, as well as in non-cash
transactions took place smoothly, fluidly and withgroblems in all sectors, which fully
applies also to the dual currency circulation pefiom 1 to 16 January 2009. Merchants and
the banking sectors coped with this difficult pdrizvithout any major system failures or
problems. As regards the elimination of the riskuajustified price increases, a complete
system of measures to protect the consumer wasnae@nd activated, thus there were no
extensive abuses of the currency changeover farstifigd increases in the prices of goods
and services. Overall, therefore, the changeoverbeaevaluated as successful, smooth and
problem-free.

The macroeconomic effects of the euro adoption @ffécts on increasing the
competitiveness of Enterprises can not yet be ssdebecause the immediate impact of the
financial crisis on the economy is much strongantkthe effects of the euro, which will be
felt mainly in the medium term.

Already in the fourth quarter of 2008, at the tioféhe culmination of preparation for the
introduction of the euro, the Slovak economy sthrte show the effects of the global
financial and economic crisis, which significantipfluenced economic development



throughout 2009. The intensity of the economicigrsan be shown by the fact that in
hindsight, it is globally regarded as the deepasiscsince the Second World War.

The crisis hit the Slovak economy due to adverseeldpments in the external
environment. The crisis began in the financial retgsland gradually spilled over into the real
economies of developed countries. The globalisesh@uy facilitated its spread. Most
developed economies entered deep recessions anchiegneconomies experienced a
significant decline in economic activity. World de fell and international flows of finance
were considerably weakened.

Unlike the developed Western economies, the defetts of global crisis on the Slovak
financial sector were negligible, mainly due to tmentation of Slovak financial banks to the
domestic economy. However, after a short intertred, effects of the global crisis were seen
more fully in the real economy through a significalownturn in foreign demand and
consumer confidence. Membership of the euro areaeprto be an important element of
stability in the crisis, as Slovakia avoided th@st) exchange rate fluctuations that hit all the
national currencies of neighbouring countries.

The government, in response to the worsening ecmnsitnation and in accordance with
the call made in the Economic Recovery Plan as @feihber 2008, adopted a set of anti-
crisis measures to support the real economy. Tdigirwas to avoid a deep recession and a
sharp drop in employment and to restore econonaiwilyr as quickly as possible.

In the first three quarters of 2009, real GDP iov&kia fell by 5.3%, in contrast with the
results for 2008, when the economy grew by 7.8%nduthe first three quarters. The
worsening economy and the fall in overseas demtarted to have an effect on the Slovak
labour market after a time-lag. While the fourthagar of 2008 saw only a stop to the
previous positive trend in employment growth andlideng unemployment rates, data for the
first quarter of 2009 already showed a sharp dat&ion of the situation. In the first quarter
of 2009, the economy shed the same number of [@ithtd been created in the previous four
quarters.

Having accepted the first set of measures to méighe effects of the financial and
economic crisis adopted by the government on 6 hi»ez 2008 and the update on 17
December 2008, the Government continued to adoptmeasures in 2009. On 2 February
2009, the second set of measures to promote emplityme accepted and on 9 February
2009, the third package, which included measuressied on tax and accounting was passed.

On 11.3.2009, the government and employers’ orgdioizs (AZZZ, RUZ, Klub500) in
their joint memorandum of cooperation in addressheyimpact of financial and economic
crisis declared maintaining employment a commoarjtyi, while the Government committed
to abstain from any measure which would increaséebtirden on Enterprises for the duration
crisis and employers committed to not reduce engasyworking conditions.

Throughout the year 2009, the Monitoring Committedaich had begun operating in
November 2008, continued following the impact of #aconomic crisis on Enterprises. Its
role was primarily to monitor the continuing impaxtthe financial and economic crisis on
the business sector and to propose specific measiareminimize negative impacts.
Committee members included representatives of ¢beamic ministries, the National Bank
of Slovakia, the Statistical Office, organizatiasfssmall and Medium and large Enterprises,
unions and government. Based on the latest infoomain the economic situation in Slovakia



and abroad, the Board discusses possible soluimotige situation, while the proposals with
potential application in the SR were further elated and presented by the Ministry of
Economy to the Government or later for discussipthe newly established Council for the
economic crisis.

The Slovak economy started to show signs of staibn in the second quarter, when
gross domestic product seasonally adjusted grew2i06 quarter-on-quarter, after a
significant slowdown in the beginning of 2009, whiwas mainly due to lower foreign and
domestic demand. By the end of 2009 the year-on-ghin gross domestic product had
been reduced gradually to 2.6% in the fourth quaNeither was negative growth the result
in the industrial sector, where industrial prodactiachieved a slight increase in November
for the first time in the year, and ended the tashth of the year with a double-digit increase
year on year, mainly due to the recovery of foralgmand in the automotive sector.

Based on the expertise of organizations repregethi@ business sector (Commerce and
Industry, Chamber of Trade, Slovak Trade Assoamti&ntrepreneurs Association of
Slovakia, Slovak Union of Producer Cooperativesy&k Association of Small Enterprises)
and comments by entrepreneurs themselves in SORKys) we can conclude that problems
in the business environment remained and were aserk by the impact of the economic
crisis of 2009 in the following areas: problemagitforcement of legal rights, characterized
especially by lengthy process with no effectivenssthe plaintiff, complex, frequently
changing legislation, passed without analysis efaffect on the business environment, high
administrative demands of business and bureaudrdagderence in business, public sector
inefficiency, insufficient range of e-government\sees, continued high social security costs
with an impact on the cost of labour, as well amplex and demanding administrative
mechanism for payment of social security and subionsof related documents, the persistent
practices of clientelism and corruption, risingcps of inputs (energy, raw materials), which
increases costs of companies and threatens thmipetdiveness, lack of resources for start-
ups, deterioration of payment discipline of custmsmgue to insolvency, deterioration in the
availability of financial resources, non-functiogicapital markets, lack of dialogue between
the government and representatives of SMEs onrduissues and fragmented framework for
SME support.

Of the measure passed or begun in 2009, primdudydllowing are evaluated positively:

- The introduction of the euro as the official cugin Slovakia

- The increase in the turnover limit for VAT regigtoa to 49 790 euros

- The shortening of the period for repayment of egd&AT to 30 days (for monthly VAT
payers)

- JEREMIE had received funds totalling 68 millionsiapport of SMEs as of 31.12.2009 on
their transition account

- Accelerated depreciation, composite amortizatiampBfying record-keeping for small
Enterprises, as well as the possibility of grougisiation for VAT and deduction of VAT
in a later fiscal period without penalty.

- The increase in the limit of the de minimid acheme from 200 thousand to 500 thousand

euros.

- The provision of resources for the Slovak Guararsed Development Bank and the
Eximbank to improve SME access to finance and sumbi&lovak exports



The Government adopted 62 measures in 3 packagesrioat the crisis that are aimed at
ensuring the stability of the financial sector, \pding funding for business, strengthening
demand, maintaining employment and reducing thatnegsocial impacts of the crisis.

A systemic tool whose wider application has theeptiél to provide a higher quality of
legislation, would avoid the negative impact on business environment and increase the
stability of the legislative framework for business the introduction of mandatory
assessment of the impact of legislation on thenmssi environment. In May 2008, the
Government approved the Proposal for a Unified Meétthogy to Assess Selected Effects,
which contains an obligatory methodology for evé@ihg the impact on the business
environment, which all departments will have to udeen submitting legislative proposals to
the Government.

A pilot project for uniform methodology to assessested effects was launched in
September 2008. Because of the fact that the piloject was conducted in a period of
economic crisis, it did not include draft legistatj which would be a real and effective trial
of the uniform methodology, since most of the lamsre passed in shortened legislative
proceedings. To allow more effective testing of theform methodology, the pilot project
was extended to 15 November 2009 with the agreeofahe Government, and the deadline
for launching a uniform methodology was set at brkary, 2010. The pilot project
considered materials of a legislative and non-latjise nature.

Responsibility for the assessment of individual atig which are part of the group of
potential impacts was divided based on the scopgbeotectors (the environmental impact -
Ministry of Environment, the effects on the genembvernment budget, for the
computerization of society - the Ministry of Finanthe social impacts - Labour Ministry and
the effects on business environment - the Econorysify). In establishing a functioning
system of preliminary evaluation of the impacte&dislative and non-legislative measures, all
4 involved ministries created analytical centregsénrole will be to progressively evaluate
the effects of policies, conceptual and strategicuthents and legislative and other measures
within a single methodology for evaluation of sééekimpacts.

During testing of the uniform methodology, therereveno serious problems and
shortcomings. Based on the experience gained,oimyr adjustments have been made to the
methodology. Because the application of a uniforethmdology requires harmonization of
related standards i.e. Government legislative ratesguidelines for preparing and submitting
materials to the Government, the deadline for ttaet ©f the general application of the
uniform methodology was postponed to 1 April 2010.

Better regulation is crucial for economic growthdaime competitiveness of firms and
their potential to create new jobs. Entrepreneorshe private sector) are a group that is most
affected by various requirements and obligationsiray from legislation or regulations in
general. One of the key aspects of better regulasato reduce the administrative burden
borne by Enterprises. The Action Programme for Reuy Administrative Burdens in
Slovakia for 2007-2012, approved by Government Réism No. 833/2007 was developed
following a recommendation from the European Corsmis on the National Reform
Programme of the Slovak Republic for 2006 - 2008 also on the National Lisbon Strategy
(National Competitiveness Strategy 2010), whichraef the business environment as one of
the priorities.



The drive to reduce administrative burdens is happge under the auspices of the
Ministry of Economy, which collaborates with otheantral government bodies as part of the
better legislation initiative. The Action Programroe Reducing Administrative Burdens in
Slovakia 2007-2012 sets a target to reduce theebucdused to Enterprises by obligations
arising from the implementation of legislation B22. It includes three sub-objectives:

- Develop tools and define the conditions for meagurihe administrative burden in

Slovakia;

- Quantify the administrative burden of the SR;
- Define the measures to reduce administrative buatierensure their implementation.

Methodology to implement the program based on adstal cost model was prepared in
2008. Subsequently, for the purpose of mapping slagon in cooperation with
representatives of relevant ministries, 48 lawsewsslected covering 12 areas (commercial
law, civil law, accounting, bankruptcy and resturoig, market regulation, taxation, customs
duties and fees, regulation of investment incestiv@her financial regulations , work and
employment, social security payments, environmeantellectual property). Particular
attention in the implementation of the program wgasen to a group of individuals — sole
traders and a group of legal entities - companiésasurement and quantification of the
administrative burdens were made in the course0602Based on these results, specific
measures were proposed to reduce the administfadinden of doing business in the Slovak
Republic and thus fulfil the first part of the fthiobjective, arising from Resolution No
833/2007.

The following section provides an overview of thesnsignificant changes altering the
legislative framework governing business that vagproved or entered into force in 2009.

2.1.1 Most important legislative changes coming into fore in 2009

The introduction of the euro

From 1 January 2009, the Slovak Republic introdubedeuro currency as the sole legal
tender, i.e. the single currency and monetary aotiording to legally binding texts of the
European Communities. The measures and proced@lesed to preparation for the
introduction and with the actual introduction oétbauro in the Slovak Republic were enacted
by Act no. 659/2007 Z. z. on the Introduction o tBuro in the Slovak Republic and on the
Amendment of Certain Laws, which came into force bnJanuary 2008, but the key
provisions of this law were actually applied aftee conversion rate was announced in July
2008 and particularly after the euro was introduice8lovakia, or the provisions themselves
came into force from the date of introduction af turo in the Slovak Republic i.e. 1 January
2009.

The change of the Slovak currency to the euro browggh it certain responsibilities not
only for Enterprises, public authorities and othedies, but for all citizens. From the
beginning of 2008, legal entities and sole tradead to prepare and implement measures,
rules and procedures to carry out their activie@suring a continuous and uninterrupted
transition to the euro and gradually to prepareauhapt to allowing the assessment of the real
value of income, expenditure, prices, paymentslamty costs in euros via the dual display
of prices, payments and other values.



Among the most important requirements establishgdth® General Law on the
introduction of the euro with which entrepreneuasl ho abide during 2009, were mainly the
following:

- The Euro conversion process required careful gregn. Enterprises had to take the
first steps before the period of dual circulatidrnis involved stockpiling plenty of euro
banknotes and coins. Stockpiling was importanth&y ttould continue their activities from
the first day of the new currency. This requirednitmring the volumes of cash flows in
Slovak crowns at the turn of the year and prepaaistyategy of stockpiling euro cash in the
first days of January 20009.

- A month after the date of the conversion rae, from 8 August 2008 until the end of
2009, the business sector was obliged to displegpiof goods and services, payments and
other values dually - both in Slovak crowns andosufFor this purpose it was necessary to
prepare information systems that would be capalflehe dual display of necessary
information and were able, from 1 January 2009 twkwin the euro area. Traders who
employed five or fewer employees did not have digpirices for all goods dually. It was
enough for them to display prices in crowns andgun a price list, which was placed in a
visible and accessible place in the shop. Thattexbfrom Decree of the Economy Ministry
97/2008 Z. z. on details of the dual display infile&l of consumer protection. The obligation
to show the total final amount dually on receiptsnf the cash register, however, was
applicable to all traders.

- To ensure exact comparability of accounting dképt in Slovak crowns for 2008 in
euros for 2009, the official conversion rate hatdéaused to recalculate all values. Included in
the conversion of all assets and liabilities toosuwvas also capital and shares. Right from the
day the conversion rate was announced in July 200&jal entity which had contributions to
capital or share capital denominated in the Slauakency could pass a resolution changing
the nominal value of contributions to capital ahdre capital from the Slovak currency to the
euro. The transformation, conversion and roundiregnf Slovak crowns to euros of the
nominal value of corporate capital and the nomuadlie of paid in capital (share capital) of
legal entities - companies and cooperatives, inouthe nominal value of shares, if it were a
public limited company, was required to be carred by Enterprises under the applicable
provisions of the umbrella law on the euro and énoadance with the order of the justice
department on rules and procedures for the nomiakle of contributions to capital and
registered capital from crowns to euros within gear after the introduction of the euro, i.e.
up to 31 December 2009. The obligation to carrytbatconversion of the nominal value of
contributions to the capital of a legal person seged in the register could be fulfilled by
written agreement without expressing reservatioitls the method of calculation which was
set out and announced (8 12a of Act No. 530/200B @od carried out by the registering
court.

- During the period of dual-currency circulatiore.il January 2009 to 16 January 2009
when it was still possible to pay in two currenci€Slovak crown and euro — merchants had

to be ready to accept parallel payments in botheagres. However, change could be given in
euros only during the dual-currency circulationipeithe issue.

Value Added Tax
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An important change to business legislation, whaffected mainly small business and
which could bring new requirements to their actegtwas conducted by law no. 465/2008,
which amended the laws relating to the Ministry Fohance of the Slovak Republic in
connection with the introduction of the euro in tBvak Republic. That law amended
Article 11l of the amended Act. 222/2004 on valwdad tax as amended. The amendment to
the Law on Value Added Tax was to the effect thainf 1 January 2009 a business would be
required to register based on the rules dealindgp wakable persons under Article 287 of
Council Directive 2006/112/EC on the common systnvalue added tax, particularly if
their turnover reached of EUR 35 000 EUR (the védire for sales up to 31 December
2008 was EUR 49 790.88). A taxable person who hadbtver before 1 January 2009 but
reached the end of December 2008 with turnoverttess € 49 790.88, would be assessed for
the first time for VAT registration requirement wrdhe new limit for the first time based on
their turnover up to 31 January 2009 (or laterjhdir turnover for the 12 months reached 35
000 Euros including sales from calendar month<p82

After half a year of this reduction there was adinect amendment to the Act on Value
Added Tax. Law 258/2009 amending and supplemerttiegLaw 138/1991 on Municipal
Property, and Amending Certain Laws to increase\MAd registration turnover limit to
restore that which had been valid up to 31 Decer088, i.e. 49 790 euros. This constituted
a turnaround from the registration requirementtéomable persons with turnover of at least
35,000 euros through the amendment to the Law duevAdded Tax, published under no.
465/2008, which had been in force only from 1 Jayn@Q09..

Amendments to the Law on Value Added Tax in Artt No. Ill. 258/2009 Z. z. entered
into force on 1 July 2009 to taxpayers who haveirired an application for tax registration
after 1 January 2009 on turnover of EUR 35 000,sasn as possible to apply for
deregistration of the taxpayer.

Increasing the VAT registration threshold creatasgiofirable conditions for SMEs to
overcome the crisis by reducing their administeatburden and more favourable conditions
for them to supply goods and services to the marketthe same time it allowed for
cancellation of registration for those entitiestthad to register after 1 January 2009 on the
basis of sales exceeding 35 000 euros.

Minimum wage

The government, in regulation no. 422/2008 on Bgttihe Minimum Wage, set the level
of the minimum wage for 2009 for an employee paihanthly salary at 295.50 euros per
month.

Health Insurance
Social Security

Following the change in the minimum wage, whichleggpthe figure of 295.50 euros per
month from 1 January 2009, also from 1 January 2089inimum level of contributions for
health insurance changed. For the purposes of Actt80/2004 on Health Insurance and
Amending Act no. 95/2002 on Insurance and on thesAgment of Certain Laws and Act.
461/2003 on Social Insurance as amended; this raminvage was in effect from 1 January
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2009 to 31 December 2009. The maximum level foingapealth insurance premiums also
changed, which was three times the average mostibry in the economy of the Slovak
Republic established by the Statistical Officelsd Slovak Republic for 2007.

In 2009, as well as in the previous three, the Weador the implementation and
administration of insurance premiums accountingZo®8 was moved by three months, on
the basis of Act no. 581/2008, which in Art. Il amded the Act. 580/2004 on health
insurance and amending Act no. 95/2002 on insurandeon amendment of certain acts as
amended, which came into force on 1 January 20@vénch sets binding deadlines for
execution and filing of the annual health insuraneeonciliation in 2009 for the previous
year.

With effect from 1 September 2009 the Social InsaeaAgency required employers who
employ 5 or more employees, to submit individugiisgation cards (RLFO) and statements
of premiums and contributions to superannuatiotinéoresponsible local branch of the Social
Insurance Agency electronically through electratata collection (EDC).

The employer may in appropriate cases, make aenrrgquest to a branch office for an
exemption from the obligation to send RLFOs antestents of premiums and contributions
electronically via the EDC, for example, if the doygr has no active internet installation in
the period of the obligation to send the RLFO @tesnhent of premiums and contributions
electronically via the EDC. Electronic reportingdhpreviously been compulsory only for
those firms employing more than 9 people.

Local taxes

Taxpayers submitted their first car tax return float tax in 2009 under the new rules
introduced by Law no. 538/2007, which amends Act 382/2004 on local taxes and local
fees for municipal waste and construction wasteggrasnded (hereinafter the "Law on Local
Taxes"). The eleventh part of the law governinganethicle tax changed the provisions for
payment of taxes from January 2008, introducingathlegation to pay monthly and quarterly
tax advances according to the expected amounixahtthe current tax period, followed by
settlement in the next tax period. The advance payraystem of this local tax removed the
previous administratively onerous system both faxpayers and for tax administrators
themselves.

Reporting obligation under the Foreign Exchange Act

On 16 December 2008, the National Bank of Slovekmproved NBS Decree No.
634/2008 on Submitting Reports under the ForeigohBrge Act, which with effect from 1
January 2009 abolished the obligation for residemterprises and non-resident branches in
the country to declare if they had set up an accand the balance of the account abroad. The
value of foreign assets and liabilities, givingeri® foreign currency reporting requirement
was also increased from 663 878.38 euros and mpr, 700 000 Euros and more.

To alleviate the economic crisis and boost the esgnof Slovakia the Slovak Parliament
approved the following measures:
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12 February 2009

Law no. 49/2009, which adds to the current form oLaw no. 5/ 2004 on Employment
Services and amending certain laws and which amendsd supplements Law 311/2001,
the Labour Code as amended.

Article | of Law 49/2009 amended the current forinLaw 5/2004 on Employment
Servicesand amending certain laws:

- A contribution was introduced under § 50d, twatribution for the maintenance of
employmentin order to promote employment by keeping jobs weithployers who had run
into operational problems due to the impact of gldimancial crisis and economic crisis, and
who therefore could not assign work to employees tfeeir full working time. The
contribution was made in pursuit of the goal ofpive employers who had operational
problems due to the impact of global financial isriand economic crisis, reducing their
operating costs by granting a subsidy to compuldasurance contributions for health
insurance and social security from the compensdtoemployees relating to the period of
operational problems. The aim of this contributwas to eliminate the impact of the global
financial crisis and economic crisis on the incositeation of employees and their families
and on the consumption levels of the population.

- In order to foster the emergence of new jobsti@darly for citizens who became job
seekers because they were released from theimakigiorkplace during lay offs at their
former employer because of the global financiakisriand economic crisis, but also to
promote employment of citizens who were registdiesl job seekers for other reasons, a
contribution was introduced to promote the creatodnnew jobs under § 50e, which is
provided to an employer who gives a newly-creatddtp a jobseeker, who was a registered
job seeker for at least 3 months. The allowancetwag for employers who had continuously
operated for at least 12 months before taking enjdhseeker for the newly created role.

- To increase interest in self-employment among galekers receiving benefits for
material need, 8 50g introduced a neentribution to promote self-employment The
purpose of this contribution was, that as an adteva to the financial resources paid by the
state for insurance premiums for health insurancgobseekers as an encouragement to job
seekers to be satisfied with income from benefitsiaterial need and contributions related to
that benefit, and to begin to carry out autonomactsvity which will give them a higher
income than the benefit in material need, and tmpove their social situation and that of
their families. Unlike contributions to self-emplognt under § 49 of the existing version of
the Employment Services Act, which is designatedatmuisition of fixed assets to start self-
employment, this contribution is to support the iempentation of self-employed activities in
different areas undemanding of initial investmentl apecial skills, particularly for low-
skilled groups of jobseekers.

- A contribution under § 50h alleance for self-employment in the processing and
trading of agricultural products was introduced to promote self-employment in the
processing and trading of agricultural products floose citizens who have the skills,
conditions and interest in carrying out self-empldywork in the processing of agricultural
products.

13



Contributions under § 50d and 50h were providedaféemporary period from 1 March
2009 to 31 December 2010.

- For the transitional period - until 31 Decemb@i@ favourable legislative conditions for
the emergence of social enterprises were createthah they were released from the
requirement that the conditions for their createnfulfilled, which monitored the increase in
support for local and regional employment.

Article Il of Law 49/2009 amended the current foofrLaw 311/2001, the Labour Code:

- To improve the situation in the labour market amdhelp employers tackles the impact
of the global financial crisis and economic cridisring a temporary period from 1 March
2009 to 31 December 2012, it was stipulated thatatmployer, in the event of his having
serious operational reasons due to global econamddfinancial crisis, has the possibility, in
agreement with employee representatives, to givel@raes time off for a at least a basic
component of wages. When the employer has more axakable, the employee must make
up the missed working time.

17 February 2009
Law 61/2009 amending Law 431/2002 on Accounting

The improvement of the business environment dutfiregongoing global economic and
financial crisis was to be supported by Law. 612d0 z. amending and supplementing Law
431/2002 on Accounting as amended, was one of rtireediate effective solutions that
contributed to reducing the administrative burdentloe business environment in order to
prevent large financial losses for the economyef$lovak Republic:

- It adjusted the levels of assets, net turnoverrammber of employees used to determine
the obligation to have financial statements audi®oime smaller firms with effect from 1
March 2009 are no longer required to have thearfaial statements audited.

- In accordance with the Seventh Directive of thé Eouncil 83/349/EEC, the limit for
the exemption from the obligation to prepare cadstéd financial statements was increased.

Law 60/2009, amending and supplementing the currenform of Law 595/2003 on
Income Tax

Article | of Law 60/2009 amended and supplementeddurrent form of.aw 595/2003 on
Income Tax

- To support the development of small businessnftb March 2009 a new form of
keeping tax records for taxpayers who are not atoog units, but who will apply proven tax
expenditure was introduced. This benefit was inioedl for taxpayers with incomes not
exceeding 170 000 euros. Entrepreneurs who areahatersons (i.e. self-employed) were
granted an exemption from keeping accounts, provittey do not employ any employees
and have a turnover of not more than 170 000 eurbs. taxpayer must apply the tax
expenditure in the framework of simplified tax regd® directly provided for by § 6 par 14 of
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the amended Act. This taxpayer is not subject ¢oréguirement to conduct an inventory or
prepare financial statements, nor to the obligatmrtlose and open accounting books and
prepare financial statements, value assets avétile, create an accounting plan or quantify
foreign exchange differences. Given that this tgbdaxpayer is not considered to be an
accounting unit, it cannot be sanctioned under Alseounting Act. In the immediately
subsequent tax year, the taxpayer is allowed taldeghether to keep accounts according to
the special regulation or to keep data according§ ® par. 10 of the Act. The taxpayer is
obliged keep tax records pursuant to paragraphftéd the period during which the right to
levy taxes or levy additional taxes ended.

- The claiming of expenses against tax for the fe@hsumed (known as PHL) in
connection with the use of motor vehicles was sifrepl whilst retaining the legal status in
force before the amendment to the Law, i.e. befdwarch 2009. A taxpayer, whether a legal
or natural person may designate for himself howvilecalculate the expenditure incurred on
fuel consumed, by choosing one of the possible Viated from the first to the third point.
The first point leaves in place the previous leyahngement for the claiming of fuel. Under
the second point, a taxpayer who uses a vehiclgpeed with a satellite vehicle movement
tracking unit that records driving records, can teepurchase of fuel consumed as a taxable
expense. At the same time, the driving records wtiie facility serve as a record of on
which roads the vehicle was used. In this case,tdkpayer doesn’t need to recalculate
consumption according to the vehicle’s technicatifteate or other document and can apply
the proven costs of purchasing fuel. The third falgy allows for standard expenditure on
fuel consumption of up to 80% of the total demaaisie purchase of fuel for the relevant tax
period. At the same time, the taxpayer is stilluised to use as a basis for mileage those
figures found on the tachometers at the beginnimdy end of the tax year for each vehicle
separately. Despite the possible application oédixexpenditure on fuel consumption, it is
still possible for the tax authorities to verifyetaccuracy of fuel consumption reported by the
taxpayer, for example by monitoring the consumpfi@m previous tax years. Under this
method, it is not necessary to maintain logs toawstrate fuel consumption.

- The input value for tangible assets and the teahwaluation of tangible and intangible
assets was increased from 996 euros to 1 700 eamdsthe input value of the intangible
assets from 1 660 euros to 2 400 euros.

- The was an increase in the tax allowance for ¢agbayer, while there was a reduction
in the level of the tax base below which it is possible to apply this non-taxable part for the
tax years 2009 and 2010. The overall increasedanetvel of tax allowance, under the terms of
the Act, effective from 1 March 2009, is applicabfeer the reconciliation of annual accounts
and for tax advances or when filing a tax retum2@09.

On 22 October 2009 parliament approveav 504/20090n amending and supplementing
the current form of Law 595/2003 Income Tax andeotlaws. This provided that the
calculation of tax allowances for the tax period26fL0 should be based on the applicable
“subsistence minimum” (a figure used to calculatangn contributions, allowances and
benefits) in force on 1 January 2009, so this ammamd meant, paradoxically, the abolition of
indexation non-taxable amounts.

- An adjustment was made to Annex 1 of the Act, elgrthe inclusion of fixed assets into
depreciation groups, and in connection with thehe introduction of a new statistical
classification of products by activities, whichroduced the classification of items by new
code numbers. At the same time the new annex tetitetreclassification of certain assets to
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the lower groups in order to help the businessose@this mainly involved the transfer of
production technology from the 2nd depreciatiorugrto the first depreciation group.

Law no. 56/2009, which amends Law 561/2007 on inte&nt aid and amends and
supplements some other laws

- In order to facilitate investment aid the amendbremoved the provision in the Law on
Investment Incentives which limited the possibilityapply for investment aid for a further
new investment plan by the same applicant to offlgr ahe exhaustion of the previous
investment plan and investment aid. Under this amamt, the applicant may, in the period
from 1 April 2009 until 31 December 2010, apply fovestment aid for a new investment
plan only under the conditions that they still gaout the original investment plan in
accordance with the terms of the decision grantimg investment aid under the original
investment plan.

- The Amendment to the Law on Investment Aid addptiee following anti-crisis
measures as a priority to ease the conditionstiimukating investment to a wider range of
entrepreneurs, and to contribute to enhancing ¢issiple number applicants entitled to apply
for state aid as well to motivate them to becontaldished, to invest, to expand and to
employ in Slovakia:

- By lowering by half the minimum level of investntefor acquisition of tangible assets
and intangible assets to support smaller projectsdustrial production

- By lowering the minimum investment amount for @aisgion of tangible assets and
intangible assets for projects in support of taurdevelopment to 9.96 million euros or to
4.98 million euros.

- By reducing the minimum funds used for the adtjors of new production technology
and equipment intended for manufacturing purposeattleast 40% of the total value of
acquired tangible and intangible assets in indaigbrioduction and to at least 20% of the total
value of acquired tangible and intangible asset$hetourism sector. This measure will
enable the support of less sophisticated investimpcts, in which is a crucial factor is the
workforce.

- The changes also allowed for counting new machimad technological equipment
procured from related (in personal or property ®roompanies as eligible costs provided the
purchases take place at market prices.

The amendment created space for the opportunitgppdy for state aid for a larger
number of Enterprises, even among small and Medinterprises. It increased the likelihood
of obtaining aid and investment and at the same timay thus create new jobs.

The measures were to be in force for the periodpfil 2009 and to lose force from 31
December 2010.

Law 83/2009, which amends the current form of Law 22/2004 on value added tax and
amends and supplements the current form of Law 5118992 on the administration of
taxes and changes in the system of territorial finacial authorities.
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Given the deteriorating economic situation duehi radically increasing manifestations
of global financial and economic crisis, the adoptof amendment 0222/2004 on value
added tax as amended, published undss. 83/2009from 1 April 2009 allowed the
shortening of the period for the reclaim of VAT egs by taxpayers from 60 to 30 days. The
amendment also included the adoption of furtheip8fioations in the application of the law,
for example, the introduction of the possibilityr fa group of several taxable persons to
register as one taxpayer under a single identifinatumber for value added tax. As members
of the group represent a single taxable persormpli&gpof goods and services within the group
among the members of the group are not taxabledcadions, thus not taxed.

Law no. 52/2009 which amends Law no. 105/2004 oncese duty on alcohol and
amending Law no. 467/2002 on the production and mketing of alcohol as amended by
the current form of Law 211/2003.

To prevent the devastating effects of the finaneiadl economic crisis in all areas of
economic and financial life, an amendment to in Laov 52/2009 which amends Law no.
105/2004 on excise duty on alcohol and amending haw467/2002 on the production and
marketing of alcohol as amended by the current fofrhaw 211/2003 was published under
no. 52/2009, which created a positive legislativendition in the form of reducing
administrative difficulty, which would contribute timproving the business environment.
Merchants who sell consumer packaged alcohol imfloMarch 2009 are not required to
submit notice to the customs office of the amounéloohol received and issued or of the
amount of alcohol in consumer packaging in curieventory.

11 March 2009

Law no. 108/2009 which amends the current form of aw no. 461/2003 on social
insurance and amends and supplements some other law

Article | of the Law 108/2009 amended the currembf of Law 461/2003 Z. z. on Social
Insurance as amended:

- From 1 January 2010, the amendment establishedditconnection of economic
indicators from the minimum wage in the law on abaisurance and replaced references to
the minimum wage with one-twelfth of the proportiointhe “general base for measurement”,
i.e. the average wage in the Slovak Republic, whathhat time basically followed the
minimum wage. As a result of social consensusntimmum wage was replaced with 44.2%
of one-twelfth of the general base, i.e. 44.2%hef average wage in the Slovak Republic as
reported by the Statistical Office of the SlovakpRic, for the calendar year two years
before the current calendar year.

- The period of payment for accident insurance typleyers at a single rate of 0.8% of
the measurement base was extended, and the regulzsis for the classification of
employers into danger classes to apply from 1 Jgn2@12 was put in places. One reason
was the need to maintain solidarity with employesso, although in terms of accident
insurance were carrying out difficult activity, tieesis may have a greater impact on them.
The application of danger classes in determiningirtiates for insurance could cause
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liquidation during the financial and economic ®@isind was not in accordance with the
Slovak government’s efforts to reduce social ctwitiion obligations.

- On the basis of requests from the business contynumrelation to the financial and
economic crisis, for the period from 1 April 2008tii31 December 2010 the premium to the
reserve fund for mandatory pension insured selfleya people fell from 4.75% to 2% of
their measurement base.

Article Il of the Law 108/2009 amended the currdatm of Law. 5 / 2004 on
employment serviceand on amendment of certain acts

It extends the scope of the committee on employmsesties by establishing a
commission, which will assess the effectiveness faadibility of business plans, which are
part of grant applications for self-employment artmf grant applications from persons with
disabilities to operation or conduct of self-emm@dywork. Thus, the commission also verifies
the results obtained from vocational skills andcpecal training of applicants for the
implementation or operation of self-employment. Hma of this treatment is to improve the
selection of trades that have a real chance tcegacin the local labour market and verify the
readiness of applicants to start self-employmendrder to prevent abuse of this contribution
by those applicants who have no prospect or tHecogalitions to begin to conduct or operate
as self-employed.

- The deadline for re-provision of the allowance $elf-employment under 8 49 was
extended to three years from two years after oerar implementation of self-employment
for which the contribution was granted. This watalelsshed in order to encourage more self-
employed person to maintain their established tiga@ind also in order to prevent abuse of
this contribution.

- It was established that the allowance to persuitts disabilities to operate or conduct
self-employment would be provided only once a yeathe calendar year, with the deadlines
for applications to be 30 April of the calendar yéallowing the calendar year for which
contribution is sought.

The reason for this measure was high administratiomplexity and considerable
financial burden, which was associated with qubrtesubmission of requests for the
contribution to the costs of a sheltered workshopskeltered workplace and transport
expenses for employees and showing compliance thighobligations of the applicant's
contribution by the filing date.

- For a transitional period from 1 April 2009 uréil December 2010 in order to support
the speedy establishment of social enterprisexamggtion was granted for legal persons or
natural persons who apply for the status of sem&trprise, from the obligation to meet other
conditions and to enable social enterprises rurabyunicipality, autonomous region, an
association of municipalities, counties or munitipes or the founding of social enterprises
in which the founder or founders are a municipabty autonomous region, to receive a
contribution to support the creation and mainterant jobs in the social enterprise for
employees who prior to their employment were jokeee not only disadvantaged job
seekers.
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Article 1ll of the Law 108/2009 amendedaw 580/2004 on health insuranceand
amended Act no. 95/2002 Z. z. on insurance and mendment of certain laws in their
current form:

- From 1 January 2010 there was to be the endeanihimum wage as a reference factor,
which was the basis for calculating the minimumeb&s health insurance for the self-
employed and the self-insured. The system usecetermdine the minimum base for self-
employed and self-insured payers will be 44.2% lod aiverage monthly salary in the
economy of the Slovak Republic determined by thaiStcal Office of the Slovak Republic
for the calendar year two years before the refer@eciod.

2.1.2 The most important legislative changes approved iB009
(and coming into force in 2010)

Income Tax

On 22 October 2009 Parliament approvealv 504/2009, which amends Law no.
595/2003 Income Taxn current form and amends certain other lawsgctvisbmes into force
from 1 January 2010. Among other changes, it am#raprovisions for the establishment of
deadlines for filing tax returns. These will beended only upon notification by the taxpayer
to the competent tax authorities no later thanlalse date for filing tax returns. With such a
notification the taxable person himself may extéimel deadline for filing the tax return not
more than three full calendar months, and in thee aaf a taxpayer, part of whose income
includes income derived from sources abroad, thegean be extended by notification by a
maximum of six full calendar months provided thia¢ taxpayer indicates this fact in the
notice of extension for filing tax returns. Howeyv#rthe taxpayer filing a tax return fails to
include income derived from sources abroad, theatakorities must apply the procedure
under the Law on Tax Administration. Exceptionsth is are taxpayers in bankruptcy or
liquidation, for whom, upon application to the @agministrator no later than 15 days before
the deadline for filing tax returns for extensidntle deadline, the administrator may decide
to extend the deadline for filing tax returns bytaghree calendar months. Such a decision to
extend the deadline for filing tax returns is nabject to appeal.

According to 8§ 52h - Transitional provisions forgudations effective from 1 January
2010, the provision for changing time limits folirfg a tax return by notice, can be used by
taxpayers for x can be used for the first time whebmitting tax returns of the corporation
for the tax period up to 31 December 2009 and lier administration of tax returns from
personal income for the tax period up to 31 Decerib&0, i.e. in 2011.

The amendment also extended the deadline to dealxidbsses from 5 to 7 years. This
provision applies to tax losses incurred after @cémber 2009.
Value Added Tax

On 22 October 2009 parliament approv@av no. 471/2009 amending the current form

of Law no. 222/2004 on value added taxrrom 1 January 2010 this transposes three
European Directives from the EC Council into Sloledgislation, to upgrade and simplify tax
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rules regarding the cross-border supply of servaned tax reimbursement for foreign tax
persons and sets up effective measures to combdtaiad, for example introducing a new
requirement to register for a person who is noaldex and are changes the requirements for
submitting a summary statement.

- Every taxable person identified for value addedwill be required from 1 January 2010
to submit to the tax office a summary statemenh wata on taxable persons and non-taxable
legal persons registered for tax, to which it hesvigled services subject to reverse charge.
Under the previously applicable legislation the sy statement included only an
indication of goods delivered to another MembeteSéxempt from tax.

- The introduction of new rules in assessing thecelof delivery of services created
provisions to ensure the payment of tax also in dhse of taxable persons who receive
services from a provider from another Member Staten though they themselves are not
registered for VAT. For this reason, the competartauthority will give those persons an
identification number for tax purposes, which v used in contact with the service provider
when ordering services. Similarly, the amendmerth&law imposed a duty to apply for an
allocation of the tax identification number for tpMrposes for persons who provide services
to taxable persons in other member states.

- The obligations when submitting a summary staténh@ave changed. After 1 January
2010 these statements also include information tatheau services provided to the place of
delivery in another member state which is liabléato paid by the service recipient in another
member state. This means that the administratiosuaimary reports will cover not only
supplies but also supplies of services. A taxal@esgn who supplies goods or services to
another EU member state must submit a summarynstatefor each calendar month in which
goods or services were supplied to another mentlage. SAt the same time it allows the
taxpayer to submit a summary statement for thendale quarter if the value of goods
supplied by him do not ordinarily and have not othex previous four quarters, exceeded the
value of 100,000 Euros. Taxable persons who aré&/Adt registered and are assigned a tax
identification number, will be required to submis@mmary statement with data on supply of
services where VAT is payable by the service recpiin another member state every
calendar quarter. The summary statement must breigat electronically.

- Requests for refunds of value added tax betwhenElU member states will only be
filable electronically in the state of residencetloé applicant. A Slovak business registered
for VAT who qualifies for the refund of value add&k from purchasing goods and services
in another member state makes a request for suctbuesement of, for example, German
value added tax electronically through the porfath@ Tax Directorate or the Tax Office
Bratislava I, who is competent to handle the ajgpilbns, checks the application and sends it
on abroad to the Member State, which returns theuatndue the tax on value added.

On 1 December 2009 parliament approved a new £68/2009 Tax Administration
(Tax Code) and amending certain lawswhich in Art. IV amends Law. No. 222/2004 on
value added tax as amended. The Law from 1 Jar2@dr§y ended the ban on deductibility for
the purchase and rental of cars belonging to cM&s The reason was to make the
deductibility of VAT on these cars consistent watkductibility of VAT on the purchase and
rental cars belonging to class N1.
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Minimum wage

The Government Regulation of 21 October 2009 Nol/2@09 fixed the level of
minimum wages, setting the minimum wage for 2010aio employee paid a monthly salary
at 307.70 euros per month. Since minimum wageslaeady separated from the minimum
insurance premiums paid by the self-employed framudry 2010 the minimum wage is not
part of the basis for calculating their contribusao social and health insurance.

Excise taxes

On 22 October 2009 parliament approved the revisibfive laws relating to excise
duties:Law 472/2009, Law 475/2009, Law 477/2009, Law 4808 that take effect from 1
April 2010, or from 1. March 2010 in the case af timendment to the law on excise duties
on alcohol, published under n474/2009 Their common feature is the provision of a new
type of legal entity or natural person, a registesender entitled to send mineral oil, tobacco,
beer, wine and spirits under “suspended tax”. Tdredsr will be entitled freely send items
subject to excise taxes after they have been edeiaso free circulation in “tax suspension”,
subject to the condition that the items subjecexoise duty in tax suspension shall not be
received or stored by them.

Social Insurance

On 2 December 2009 Parliament approlesv 572/2009, which amends the current
form of Act no. 461/2003 Z. z. on social insurances amended and on amending some laws,
on the basis of which the self-employed do not nieedubmit statements from their tax
returns to the Social Insurance organisation fa previous year. In the interests of
administrative simplification, the responsibilitiet self-employed persons will be to state in
their tax returns the length of time they were-gefiployed. Data from tax returns will be sent
from the Tax Directorate of the Slovak Republicthe Social Insurance organisation. This
solution is intended to relieve the burden from sleeial insurance organisation as well as
self-employed persons who will not have to comesqeally by 1 July each year to submit
statements from their tax returns, thereby avoidmegrush and long queues at branch offices.
The Tax Directorate of the Slovak Republic will beliged to notify the Social Insurance
organisation about data on the term of employmenthfe self-employed for the first time in
2011 for the year 2010 in the period to 30 Junebyir31. October if the individual has
extended the deadline for filing tax returns.

Labour Code

With the Law passed on 2 December 2009 No. 574/2(09Laws, which amends the
current form of Law no. 311/2001, Labour Codefor the purpose of encouraging flexible
solutions to workload, employers are able to atgegorary employment for a fixed period
of not longer than two years and employment magxtended or re-arranged without giving
reason only twice, staying within the two year pdriThe previously in force version of the
Labour code (in force up to 1 March 2010) allowehporary employment to be agreed for a
maximum of three years and employment could betregd or re-arranged only once,
staying within those three years.
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Collective bargaining

On 2 December 2009 Parliament approvedw 564/2009 on amending and
supplementing the current form of Law 2/1991 on Cdéctive Bargaining, which among
other things, according to the explanatory clauwses intended to bring in the simplification
of the possibility of extending sector collectivgr@ements from 1 January 2010. A collective
agreement at the higher level, under the amendo@mnbe extended to all employers in the
same industry, even if some of them did not paét2 in negotiations for such contract and
are not members of employers' organizations, naog the contract. According to many
employers, this rule is harmful because it worstmes business environment in Slovakia,
interferes with their rights and because it forttemm into something which they themselves
have not agreed to.

2.2 Summary of the survey on the condition and the viesvof SMEs on the
impact of economic crisis

In May of 2009, the National Agency for Small ancedium Enterprises (NADSME)
conducted a survey of the views of small and Medanterprises (SMESs), in terms of the
effects of the economic crisis on their operatiohke survey involved a representative
sample of 157 selected small and Medium enterpiisetuding individuals), which were
selected through quota sampling so that they repted all sectors, regions, size category
and legal forms of enterprises.

In view of its conclusions the research has corddnthe expected hypothesis. The
economic crisis has negatively affected the vasjontga of Slovak companies without
distinction, and its impacts had the strongest nmmdare in early 2009. The main negative
impacts, according to the survey results in pakicare the loss of orders and the associated
income loss or the deterioration of payment disegl The following section lists the main
findings from the survey:

Identification of the crisis

- The crisis was felt in the form of negative impamtstheir functioning by over 87% of small
and Medium enterprises according to the surveyrfgsd

- Relative the most often, companies with more th@neBployees had to cope with the
manifestations of the crisis as well as industaed organizations providing social and
personal services. In regional terms, the crisis mast frequently felt in Trencin and Nitra
regions.

- The signs of crisis hit small and Medium Entergisdgth varying levels of intensity:
while 13% of them at the time of the survey had ywitfelt any impact at all, for 24%
there had so far been only minimal symptoms, 47%companies had already
experienced the crisis relatively strongly and tiimaining 16% had experienced a hard
blow to their business and operations.

- A hard blow to their business and operations wastniequently encountered by
Enterprises in the transport and communicationtosgcor business services. An above
average strength of the impact of the crisis was axpressed in the survey by
Enterprises without employees. From a regionalgsstsve the harsh effects of the crisis
particularly hit eastern areas: the KoSice andd®re8gions. It was similar in the Trencin
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region. The crisis was experienced with above ayetrength by small and Medium
enterprises with the legal form of limited liabflitompanies (s.r.o. companies).

Partly as a result of the crisis, the research esgwd dissatisfaction (or mostly
dissatisfaction) with business conditions in Slogak up to 41% of small and Medium
enterprises. Satisfaction (or mostly satisfactior@s expressed by 20% of the SMEs
surveyed, while the remaining 39% reported a baabetween satisfaction and
dissatisfaction.

In terms of time, the first signs of the crisis wéelt among SMEs even before September
2008: they were felt by 5% of small and Medium gntises. Gradual increases in the
effects of the crisis in early autumn (the monthsSeptember-October) 2008, when its
manifestations were encountered by another 7% mpamnies in this size category. At the
end of 2008 (November-December) it got going —dffects were first felt by further
20% of Enterprises and peaked in early 2009 (Jgreeibruary), when the crisis had
affected a further 41% of business entities.

Areas of the effect of the crisis

78% of survey participants encountered a declineewenues during the crisis. 22% of
firms had stable revenue, while not one firm desdaan increase.

The deterioration of loan availability was expeded in the context of crisis by 30% of
SMEs in the sample. An unchanged state was foun87% and on the other hand,
improvements were experienced by 3% of respondantsa further 30% could not say -
perhaps those who had not come into contact wishpibssibility even before the crisis).
The deterioration of payment discipline as a legdiffect of the crisis was faced by 60%
of companies in the survey. For the other 38%sttuation was unchanged.

Secondary payment problems (delayed payments tolistg) were admitted by 43% of
research participants. The stability from this pecdive also in times of the crisis was
experienced by 52% of respondents.

49% of SMEs interviewed in this research met witesgure from trading partners to
reduce the prices of delivered goods and serviagsgl the crisis. An unchanged
situation was declared in this area by 48% of firms

Research participants also expressed their owssssats of which of the manifestations
of the crisis were causing them most problems.4586 it was a decrease in orders and
customers. A further 22% of companies identifiedegline in sales as the most serious
phenomenon of the crisis. Only slightly fewer - 18¥%respondents — expressed that the
poor payment discipline of customers was the biggesblem. Worsening conditions for
obtaining credit during the crisis was the biggesblem for only 2% of the sample.

Responses of small and Medium enterprises to theisis

The most common step taken in the organization afufacturing and production by
companies in connection with the crisis had beerréduction or freezing of investments.
Among the research participants 58% of subjects d@te so. This was followed by
tougher price negotiations with suppliers, whicld ledready been applied by 52% of
firms. For 49% one of the steps taken in the crigs to purchase cheaper inputs into the
business. Restrictions on advertising and markedictiyvities were chosen by 45% of
research subjects. Also - 34% of companies — gahenmoad actively searching for new
outlets. On the other hand, some chose a passpreaqh in the form of restrictions on
manufacturing and reducing production. This passigproach was taken by 22% of
Enterprises, this number having gone through reéolgtin their production programs, or
by 17% of subjects, which had introduced tempodaywntime in production. Last of all
(by frequency) responses had included transfepnoguction to another territory, which
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was declared in research by 13% of respondentsclaaniging the production program,
chosen by 12% of firms in the sample..

In order to eliminate the impact of the crisis tsfinances companies have been looking
at payroll and staff costs. Already 50% of reseapelticipants had brought in the
freezing or reduction of bonuses to employees. ingavacancies — untaken positions
that had become vacant through voluntary redundamay a strategy used in the time of
the crisis by 40% of surveyed firms. The reductanoutright cancellation of various
employee benefits was chosen by 36% of subjeceeziitg or even reducing the basic
salaries was decided by 33% of the enterprisedvadadn the survey. 25% of firms had
chosen to make lay-offs. Moving staff wages intovdttime mode (60% of full wages)
was chosen by 18% of the surveyed SMEs. Transfegome activities to the external
environment was the way 13% of respondents dec¢aléite the crisis.

One side effect of the crisis is often a lack afds in cash or in bank accounts. More or
less, liquidity problems were admitted by 65% cfe@ch participants. The first and most
common way to address them was stronger recoveny ttebtors, which in the time of
the crisis, was put in place by 37% or companiekirassing the lack of cash was carried
out by 26% of respondents by deposit their persamathey into business. Deferral of
payment obligations to customers was chosen by @fl%tibjects. Loans from the bank
were acquired by 18% of small and Medium enterprisethe sample. The second most
frequent type of borrowing was money from familyamguaintances, something 13% of
respondents had done. Getting cash from the sgbeopkrty was the way of addressing
this problem chosen by 12% of firms. For 10% of pames' the lack of liquidity meant
postponing the payment of wages to employees. 9%teofubjects solved the problem by
borrowing from partner companies, or by deferriagmpent of liabilities to the state. The
last in order of frequency was the taking of lofmasn non-banks, which was resorted to
by 4% of the survey participants.

Expectations for the future

The median estimates of the expected durationeottisis according to the survey results
were around one year. The arithmetic average wgsehias those estimating the crisis at
less than one year was 19%, while the percentageegtics (estimating the duration of
the crisis at more than a year) was 23%.

Improvement (compared to the current state) in seofrthe size of orders, or the number
of customers was expected 29% of small and Medintergrises included in the survey
sample. Another 43% thought that the current sinaat the time of the survey would
not change, while deterioration was predicted b6 27 research participants.
Improvements in revenue were expected by the e20@® by as many as 28% of all the
research participants. Stabilized revenues werea&d by 38% of firms taking part in
the survey with a deterioration expected by 33%hef small and Medium enterprises
surveyed.

An improvement in credit availability was expecteyl the end of 2009 by 13% of the
small and Medium enterprises included in the susayple. A continuation of the status
quo in the area of loans was foreseen by 36% goretents, while 23% of the sample
projected deterioration.

In the area of financial and payment disciplinelyd@®o of the sample was made up of
optimists, the largest proportion of respondem8% believed that payment discipline of
customers would not get any worse while 34% expeftiether complications with the
payment of invoices.

Improved overall financial performance in 2009 (pared to 2008) was expected by only
5% of SMEs in the sample. 19% of respondents egfeitte same results, while worse
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results than the previous year were predicted 78%algjects.
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3. The development and state of SMEs in 2009

A key prerequisite for sound development of theifess sector is a favourable business
environment. Changes in the business environmetit avidelay are also reflected in the
guantitative characteristics of the business seétoalysis of the state of the SME sector in
chronological context allows identification of thexisting trends, expected future
developments and enables the preparation of measurensure optimal development. This
chapter presents the quantitative characteristidseoSME sector in 2009 in the context of its
development over the past few years and compagesvihilable data on the business sector in
Slovakia and the EU.

The categorization of enterprises according sizt us this chapter is in line with the
recommendation of the European Commission No. 3813EC valid from 1 Jan 2005. The
category of SMEs consists of enterprises with feas 250 employees, while the category of
large enterprises consists of Enterprises withadf stf 250 and more. Within the SME
category, there are micro enterprises (0-9 empk)yesmall enterprises (10-49 employees)
and Medium enterprises (50-249). In cases wheradigtinction made for the separate
category of micro Enterprises, small enterprisesdafined to include all firms with a staff of
0 — 49. In addition to the number of workers, t@ tbategorization of Enterprises in
accordance with the directive can be applied othiéeria such as the turnover, asset value
and ownership structure. In the following sections, use the number of employees as the
sole criterion for inclusion in the category of SMisiness. This categorization allows
comparison of the SMEs in the Slovak Republic it state of the business sector in the
European Union.

Quantitative characteristics of the sector of smalll medium enterprises including the
development of business, sectorial breakdown, nagidistribution, employment, production
and foreign trade are discussed in detail in sulosec3.1 - 3.8.

Information on the dynamics of the development efal and natural persons -
entrepreneurs, i.e. the number of newly created dosked-down entities, are reported in
section 3.7

Subsection 3.9 summarizes the data describing ts#tign of SMEs in the Slovak
economy, the next subsection 3.10 compares someatbastics of the SME sector in
Slovakia and the European Union.

In 2009, NADSME conducted a survey of views andditeation of small and Medium
enterprises (SMESs) in terms of the effects of eaunarisis on their operations, whose main
results are presented in Chapter 2.

The assessment of the state of the sector of smdlMedium enterprises in this chapter
is based on processing data from the statisticggtes and published data from the Statistical
Office. The data source for EU countries is Eutosgaaphic data, which is referred to in the
following sections are listed in the Annex.
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3.1 Natural persons

According to Statistical Office data, the year 2069Slovakia saw a decrease in the
number of individuals conducting business; on a peayear basis the decline was 1%. In its
register it found a total of 413,867 individualstiaé end of 2009. The year of decline was
mainly due to a decrease in the number of busieegdp by 4965 (1.3%) and self-employed
farmers by 174 (2.1%). The number of persons dbugjness in “free professions” increased
by 785 (4.6%). Of the total number of individuakrepreneurs 387 876 were self-employed
businesspeople, 17 974 were persons doing busingkge free professions and 8017 were
self-employed farmers (chart. 1 and 2).

A relatively stable structure of what areas of hasg self-employed were engaged in is
reflected in chart 3. In 2009 a year on year decdlas recorded in the proportion of business
people in manufacturing (1.1 pp), trade (by 1.1 apyl other sectors (0.1 pp). The largest
increase was in services (by 1.0 pp) and constmucty 0.7 pp). From 2008, the graph in
guestion used the statistical classification ofnernic activities SK NACE, which replaced
OKEC the original Statistical classification of econemactivities, and which is fully
harmonized with the European version of NACE Rewvi<d.

The most important sectors according to the SK NAGSsification the internal trade,
with 109 017 businesspeople, construction with 88,4ndustry with 64,660 self-employed
businesspeople and business services with 49 6@3t(d).

The breakdown of businesspeople by region is shavamart 19. Most traders are in the
districts of Zilina (14,244), Nitra (12,566), in &islava (12153), PreSov (11,057) and
Dunajska Streda (10,846). The smallest numbensadéts are in the districts of Medzilaborce
(605), Sobrance (850) and Poltar (1030).

3.2 Gender and age composition of natural persons - emfpreneurs
Gender composition of natural persons — entreprenes

On the basis of elaborated data from the regidtehe Statistical Office, at the end of
2009 the total number of individuals / entrepresewas 72.3% men and 27.7% women.
Within each of legal the forms of doing businesamen entrepreneurs had the largest
proportional representation of persons doing bssine the free professions (54.7%). They
were substantially less well represented amongepréneurs (26.5%) and self-employed
farmers (24.8%).

Tab. ¢. 3.1: Gender composition of natural persons — engpreneursby legal form (%)

Gender/ legal form self_-employed self-employed free_ total natural persons —
businesspeople farmers professions entrepreneurs

male 73,5% 75,2% 45,3% 72,3%

female 26,5% 24,8% 54,7% 27,7%

The highest proportions of women were found - | &ineas (classified by SK NACE) of
other public services (58.9%), business servic8¢4), commerce (39.7%) and hotels and
restaurants (39.5%). Conversely, women had thelsshakepresentation - in the construction
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trades (1.9%), other sectors (10.6%), industry7Z%a.and transport and information (14.2%).
The traders' gender composition by industry is showchart 25.

The regional representation of men and women dbimginess by individual regions of
the SR is shown in chart 26. More than the aveyagere women entrepreneurs represented
in the Bratislava region (32.8%), KoSice Region.(84) and Banska Bystrica region (29.6%).
In other regions, women entrepreneurs ranged frar@%a (Presov region) to 25.9% (Nitra
region).

From the point of view of assessing of the econoaaitivity of men and women doing
business in different regions Figure 27 shows trepqrtion of active traders in the total
number of economically active population by sex segion.

Age structure of natural persons — entrepreneurs

The age structure of natural persons - entreprenigted in the Table 3.2 presents a
picture of the age structure of the self-employadar different legal forms. The largest share
of data processed by the register of the Statistffice consists of natural persons -
entrepreneurs in the age group 30 to 39 year @Bl8%o), followed by the category 40 to 49
year olds (27.3%) in the category of 50 to 59 y¢ais5%) followed by the category of less
than 30 years (16.1%). 6.3% of active entreprenswgse aged 60 and over. A graphic
representation of age structure is shown in cHart 2

From the perspective of different legal forms thisrelearly a significant representation of
older age categories of entrepreneurs as privateefa and individuals doing business in the
free professions (share of 50 and over, 64.5%donérs and 48.3% in the free professions).
For business people, the proportion is 26.1%. Caele representation of those aged 30 or
less was most important among self-employed buspeeple (16.6%), reaching only 3.7%
among farmers and 10.3% of the free professions.

Tab. No. 3.2: Age structure of natural persons - drepreneurs by legal status (%)

self-employed self-employed free total natural persons —
Age/ legal form busi .
usinesspeople farmers professions entrepreneurs
less than 30 16,6 3,7 10,3 16,1
30-39 29,6 12,7 19,7 28,8
40-49 27,7 19,0 21,6 27,3
50-59 21,0 25,6 31,3 21,5
60-69 4.4 16,8 14,3 51
70-79 0,6 12,5 2,5 0,9
80 and more 0,1 9,6 0,2 0,3

The age structure of natural persons - entrepreneyrgender in chart no. 29 shows a
greater concentration of men in younger age gro@pser less and conversely a greater
concentration of women in the 40 and over age group

The quite significant percentage those in the ageim 50 and over, (27.8% of active
individuals — entrepreneurs) will require increaséi@ntion because of the coming retirement
of these businessmen. More than a quarter of themubusiness may therefore stop their
activity in next 10 years. From the perspectivéeghl forms, the highest representation of the
over 50s is in farming (64.5%) and free professi@@3%).
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3.3 Legal entities

The register of organizations at the Statisticdid®fincluded 179 352 entities at the end
of December 2009, of which 127 409 were Enterpress 51 943 non-profit institutions.
This was a year on year increase by 5.5% consisfirrggrowth in the number of non-profit
institutions by 3.8% and a growth in the numbebudiness enterprises by 6.2%.

The crucial part of the total number of profit-oried organizations was made up of small
Enterprises accounting for 97.2% of the total (mohg micro-enterprises having 0-9
employees with 80.8%). Medium enterprises accoufie@.3% and 0.5% was made up of
large enterprises. The number of small Enterprggesv by 7,589; the number of Medium
enterprises fell by 99 and the number of largerentes by 14.

There were 123825 small private companies withagd employees (including those
with unknown number of employees). Medium privatéegorises employing 50 to 249 were
found 2925 times. The development of small and Medenterprises is shown in chart 5.
Changes in the size of individual groups in thery&®01 - 2009 are shown in chart 6. Over
the last year we can observe an increase in thre sianicro enterprises (0-9 employees) by
1.6 percentage points and a decline in the shasealfl enterprises (10-49) by 1.3 percentage
points, a decline in the share of Medium enterprise0.2 percentage points and that of large
enterprises by 0.1 pp

The business area structure is shown in chart &t Mimall and Medium enterprises by SK
NACE classification operated in trade (41,835),ibess services (35,597), industry (13,011)
and construction (9723). The regional structurghiswn in Figure 19 with a significant peak
(33.8%) in the Bratislava region.

3.4 The employment share of SMEs

According to the Labour Force Survey, in 2009 oerage 2 365.8 thousand persons were
working in the national economy of Slovakia, of wihd 994.7 thousand were employees;
286.5 thousand were self-employed without emplgyéds thousand businessmen with
employees and 3300 helping family members of bgsipeople.

Based on a year-on-year comparison, the year 28@@9asfall in employment of 2.8%.
The number of persons working was lower by 68 thads contributed to by a fall in the
number of employees by 99.5 thousand (4.8%) to4lPthousand. persons. The number of
entrepreneurs without employees increased by 3asand. (12.7%) to 286.5 thousand,
Enterprises with employees increased by 3.1 thalgdfo) to 81 thousand. and helping
family members increased by 0.3 thousand (10%).3ottousand. persons. The significant
impact on the decline in employment was mainlydbeerease of work in different branches
of industry by 78.8 thousand people (11%), whilaetual industrial production, employment
decreased by 74.7 thousand. persons (11.7%).

On the basis of available data from the Statist@@ffice of the Slovak Republic one can
assess the state of the individual size-categofi&nterprises from the point of employment
as a result of the business survey for selecteefinancial corporate sectors of the economy
(industry, construction, wholesale, retail, road dreight transport markets and selected

29



services). According to the results of the surve009 a year-on-year decline was recorded
in employment in all size categories of enterpridasthe category of small and Medium
enterprises including self employment it fell by.4% year on year, while among the self-
employed it fell by 18.2%, in small enterpriseslldy3% and in Medium enterprises by 8.7%.
In large enterprises in the selected sectors, gmpat declined by 9.6%.

The position of SMEs in employment in selected sre& non-financial business
economy, according to the results of business gus/geen in chart no. 10. In 2009, small
and medium enterprises, including the self-emplgyexided employment for 68.6% of the
employed population in the selected areas of thefimancial business economy. This chart
uses the OKE Statistical Classification of Economic Activitier 2008 and NACE
Statistical Classification of Economic Activitiesrf2009. The position of SMEs in terms of
employment according to the results of businesgesuis not comparable to those shown in
last year's reports. The reason for changing thiaadeof showing the role of SMEs in terms
of employment is that the results from the entsgsgurvey provide a more reliable picture of
the situation of SMEs in employment, even thougldoes not cover all sectors of the
economy. Last year's data on employment by ens&rpize categories are based on the
methodology of quarterly statistical reporting, alnin addition to profit-oriented Enterprises
also include legal persons - non-profit organizaio~or comparison, using the methodology
of quarterly statistical reports referenced in tpast, SMEs, including non-profit
organizations, made up 70% share of total employnmeR009 (about 1.4 percentage points
higher than under the corporate survey coveringcsedl sectors).

The share of individual regions in total employméohart no.11) according to the
quarterly statistical reports for 2009 was in thage of 10.0% (Banska Bystrica region) to
20.3% (Bratislava region). The number of personpleyed, most dropped in volume in the
Nitra region (7.1%), the Trein region (4.2%), Zilina region (4.2%), Banska Bigst Region
(3.3%), PreSov Region (1.5%), Trnava region (1.486)d Bratislava region (0.4%).
Employment rose only in the KoSice Region (0.5%).

Unemployment also developed negatively in 2009,crilgisg the growing trend in
unemployment over the year. On average in 2009 aosdpwith 2008 the number of
unemployed rose by 66.7 thousand persons (25.9%434@® thousand. persons (in 2008 was
11.8% growth was recorded). The average annual plogment rate, according to the
Labour Force Survey, increased by 2.5 pp to 12.W#employment rates higher than the
national average were found in the region of Barisirica (18.8%), PreSov region (16.2%),
KoSice Region (15.5%) and Nitra region (13%).

3.5 The share of SMEs of the production in selected ingstries

It has been estimated by the Statistical Offica tha2009, gross domestic product in
current prices was 63 331.6 million euros and caeybéo 2008 actually declined by 4.7% (in
2008 it had grown 6.4%). At current prices, Grossnigstic Product dropped by 5.8%.
Decline in gross domestic product was mainly due teduction in foreign demand. The
volume of exports of goods and services decreaged6b% and imports of goods and
services by 17.6%. Domestic demand dropped by 518%&rms of the individual quarters,
GDP decline gradually moderated to 2.6% in thegttarter. Of the gross domestic product,
added value created amounted to 57 547.7 millioossa year on year decrease of 4.6%.
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The total gross domestic product in current prigescording to the Statistical
Classification of Economic Activities NACE) was niageated by industry 23.2%, trade,
hotels, restaurants and transport 22.1%, finamaiaimediation and real estate 19.9%, public
administration, education, health and other sesvit® 3%, construction 8%, agriculture and
fishing 2.4% and net taxes on products 9.1%.

The decrease in the volume of GDP was associatdd avdecrease in gross output by
10.8% to 138 670.2 million euros and a decreaseomsumption by 14.8% to 81 122.5
million euros. The share of consumption as a sbhgeoss output was lower by 2.7 p. b. and
at the level of 58.5%.

The creation of gross domestic product was mainfluénced by the decline in value
added in trade, hotels, restaurants and transpdm.a%, industry 8.3% and construction by
1.8%. Conversely, at a higher level than in 2068,ualue added in agriculture, fisheries and
fish farms increased by 10.2%. In financial intedrag@on and real estate it increased by 3.8%
and in public administration, education, health atiter services by 2.9%.

The private sector created an estimated 93.4% o$sgdomestic product (by 0.5
percentage points higher than in 2008).

Industrial production on average decreased in 2084.6% (in 2008 it saw 2% growth),
while in the 4th quarter growth of 1.1% was recdtd€he decline in industrial production
was affected mainly the decrease in industrial rfeecturing by 16.1%, and in electricity and
gas by 7.7%. Industrial production increased onlgnining and quarrying (1.7%). The part of
the manufacturing sector recording the biggest edsa was the production of means of
transport (27.3%), production of machines (23.3%g) manufacture from rubber and plastics
(22.4%).

Similarly to industrial production, sales of goasd services in industry declined year on
year compared with 2008 (18%) and were at the le/BlF 447 million euros. Sales of goods
from industrial production dropped by 19.9% in migiand quarrying, by 12.4% in water
supply and waste, by 8.5% in electricity and by is gas supply. The results of operations
of large enterprises accounted for a decisive sli@€e3%) of total sales in industry
(companies with 1,000 or more employees accounted48.7%). Medium enterprises
accounted for 18.1% of sales, small Enterprise®%@afd the self-employed 5.4%. The largest
decrease was recorded in the sales of the selfesgl (by 44.6%), small Enterprises
decreased by 24.6%, Medium enterprises by 15.8%aage enterprises by 14.7%.

In 2009, construction output reached the level 849.7 million euros in comparison with
2008, a decrease of 11.3%. The development of mantisin output was affected mainly by a
contraction of 11.1% in domestic output which wa® &27.6 million euros. The volume of
work on new construction, modernization and reaoicsibn fell by 10.8% to 4 539.4 million
euros, while work on repairs and maintenance deeckd®dy 14.1% achieving the level of
950.5 million euros. Construction output abroad gl 16.6%. The decline in construction
output was associated with a decrease in labouluptivity by 13% to 30 970.8 euros.

Of the total production of construction enterprjsasre than a third was conducted by the

self-employed (33.7%), 24.5% by small Enterpri@&s5% by large enterprises and 18.3% by
Medium enterprises. The overall decline in congioumc production caused declines in
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construction output in small enterprises by 15.5%edium enterprises by 14.2%, with sole
traders by 11% and in large enterprises by 4.9%.

Receipts for goods and services in the retail tidetdined compared to 2008 by 10.3%
and their volume was 17 441.2 million euros. Of tibkal turnover in goods and retail trade
32.6% was with small Enterprises, with large enisgs 30.9%, 27.4% with the self-
employed and with Medium enterprises 9.1%. Theabse in total revenues was associated
with a decrease in turnover by 19.7% with soledradby 13.3% with Medium enterprises,
by 5.8% with small enterprises and in the casargfd enterprises the decline was 4.1%.

Receipts for goods and services in the sale andtera@ince of motor vehicles decreased
by 17.9% to 3 944.3 million euros. The decline ates was associated with a decrease in
sales of motor vehicles (19%) as well as a decrigagnover in the repair and maintenance
of motor vehicles (20.4%). Sales grew in the ark#he sale of parts and accessories for
motor vehicles (12.2%).

Receipts for goods and services in the accommadaterreased by 23.6% to 315.1
million euros, while sales in restaurants and dobgoods and services declined by 27.7% to
the volume of 857.5 million euros.

The sector of accommodation for tourism saw reséipt the accommodation of visitors
achieve a volume of 230.5 million euros, of which3% was from foreign visitors (by 7.6
percentage points less than in 2008). In compangtn 2008, sales in current prices fell by
18.1%.

In 2009 in transport and storage (including poatal courier services) turnover for goods
and services reached 5 410.9 million euros, in @mpn with 2008 a decrease in current
prices of 13.6%. The largest decrease in saleseas in air transport (24.1%), and decreased
sales in warehousing and auxiliary transport aotisi (13.8%) and land transport and
transport via pipelines (13.4%).

By size of enterprises total sales for goods amdces in road transport were accounted
for by small Enterprises with 30%, 28% came fromdMen enterprises while large
enterprises made up 24.2% and 17.8% from the sgitayed. Sales in small Enterprises fell
by 17.9%, with sole traders by 16.8%, in mediunemnises by 10% and in large enterprises
by 5.7%.

Information and communication activities increasechover for goods and services in
comparison with 2008 at current prices by 3.3% &83.8 million euros. The total volume of
sales was accounted for by 46% from telecommumicatiand 27.9% from computer
programming. In the sector of motion picture, vidaod television programs, receipts
increased by 84.4%, in information services by #®&hd in computer programming by 5%.

In selected market services turnover for goodssandices reached 7 983.2 million euros,
a year on year decrease of 4.7%. More than halfotiae value (55.7%) was accounted for by
sales of real estate, professional and technidalitees. Sales declined most for architectural
and engineering activities (12.9%) and conversabyrdased the most in advertising and
market research (19.3%).
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The total turnover was 53.8% from small enterprids8% from Medium enterprises,
14.1% from large enterprises and 12.3% from théeseployed. Sales development was
associated with a decrease in turnover for soltetsa(32%) in Medium enterprises (4.6%)
and large enterprises (3.5%). Sales growth wagsdedmnly by small Enterprises (4.5%).

SMES’ shares of revenues in selected industriestaren in chart 12.

3.6 Foreign trade

According to preliminary results, the trade balafaregoods and services in 2009 was a
59 million euro deficit. During the year 2009, atiag to the Statistical Office of the Slovak
Republic, goods totalling 39 715.6 million eurosreveexported from the country. Total
imports of goods amounted to 38 528.7 million euf@smpared with 2008, total exports of
goods decreased by 19.8% and total imports of gbp@3.4%.

The export performance of the economy, expresseldeagroportion of GDP represented
by exports of goods and services fell in 2009 irrent prices to 70.1% (by 12.9 pp). Import
demand, expressed the proportion of imports of gaott services to GDP fell in 2009 to
70.4% (by 14.9 pp).

In commodity structure the major share of total @p were computers, electronic and
optical equipment (21.7%, higher by 4.1 pp), mateinicles, trailers and semi-trailers (21.7%
lower by 1.9 percentage points year on year) bastalm (7.7% year on year by 1.6
percentage points lower), machinery and equipm@®?§ year on year by 0.7 percentage
points lower), electrical machinery and apparat3%, higher by 0.2 percentage points).
The major share in the commodity structure of titaltimports were computers, electronic
and optical equipment (18.3% year on year, the guntagn rose by 1.7 percentage points),
motor vehicles, trailers and semi-trailers (12.8%ar on year by 2.1 percentage points
lower), oil and natural gas (8.6% down by 0.7 petage points year on year), machinery and
equipment (7.3% lower by 0.5 pp year on year).

The highest positive balance of foreign trade wihk ®@ermany (1 528.7 million euros),
France (1 300 million euros) Poland (1 297.4 mili@uros) and Austria (1 197.8 million
euros). The highest negative balance was seen &etiie Slovak Republic and the Republic
of Korea (2 566.1 million euros), the Russian Fatlen (2 053.9 million euros) and China (1
696.2 million euros).

In terms of the main economic groupings, export&lttb countries decreased by 19.3%
(accounting for 85.7% of total exports from Slowgkand to OECD countries by 19.1%
(amounting to 87% of total exports accounted frome tSlovak Republic). From the
perspective of individual countries exports to Gany were lower in particular, decreasing
by 18.4% and to the Czech Republic, decreasing3thPA.

Imports from EU countries decreased by 23.4% (atiog for 67.6% of total imports)
and from OECD countries by 16.4% (representing %7dt the total imports of the Slovak
Republic). Lower than a year ago were mainly impérom Germany, decreasing by 30.3%,
the Czech Republic, decreasing by 11.4% and thei&us$-ederation, decreasing by 36.3%.
Imports increased particularly from the UK, by 32.2
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From the geographical point of view there was aatieg balance of trade in business
with countries outside the EU of 6.5 billion eurdstrade surplus of 6.7 billion euros was
achieved in trade with EU15 countries and 1.3 daillwith the new member countries of the
EU12. The structural import and export volume iQ2@y size-category and territorial area is
shown in charts 13 and 14. The territorial struetoirforeign trade is handled according to the
national concept and without estimated data (estichdata on exports in 2009 accounted for
6.5% of the total value of exports and 7.2% ofltotgorts during exit processing). Data on
the import side is prepared on the basis of counfrprigin of imported goods and for
unspecified imports by the shipping country.

As seen from the chart no. 15, the share repreddéytenicro enterprises (0-9 employees)
of total 2009 exports amounting to 8.1% or 2.8idmlleuros, while this category included
companies with an unknown number of employees éxygorolumes of 0.3 billion euros
0.9% of total exports. Small enterprises (10-49 leyges) accounted for 19.0% of total
exports, or in absolute terms 6.5 billion eurosl&viMedium enterprises (50-249 employees)
made up 11.6% of exports or in absolute terms liBrbeuros. The largest share of 61.3% of
total exports was accounted for by large enterprisgpresenting 20.9 billion euros. SMEs
accounted for a total volume of exports of 38.7%jclw were 13.2 billion euros and an
increase of 3.9 pp in comparison with 2008. Thecstire of foreign trade by size-category of
enterprise is calculated from the data without apens conducted by foreign persons (out of
total exports this accounted for 8.0% share ofl twtgorts and 4.7% share) and without
estimated data.

The development of exports in the years 2003 - 2808ize-categories is shown in Chart
16. The most significant annual decline in exparés recorded by large enterprises (250 +
employees) in 2009, by as much as 28.2% in abstdutes by 8.2 billion euros compared to
2008 Medium enterprises (50-249 employees) dealeage3.9%, in absolute terms by 1.2
billion euros, small enterprises (10-49 employdss)11.3%, in absolute terms by 0.8 billion
euros and micro Enterprises (0-9 employees) detlime 9.1%, in absolute terms by 0.3
billion euros.

As can be seen from chart no. 17, the share ofor@nterprises (0-9 employees), of the
total import volume in 2009 was 14.7%, in absoltéems 5.0 billion euros, while this
category included companies with an unknown nunatbemployees importing a volume of
0.3 billion euros, representing 0.8% of total intparithout estimated data. Small enterprises
(10-49 employees) accounted for 16.1% of the tigorts, in absolute terms 5.5 billion
euros and medium enterprises (50-249 employeegjilmoied 14.9%, in absolute terms 5.1
billion euros. The largest share of 54.3% of tataports was accounted for by large
enterprises, representing 18.5 billion euros. TMEShare of total imports in 2009 was
45.7%, representing 15.6 billion euros, an anmuakiase of 2.9 pp.

The development of imports in the years 2003 - 200)8ize-categories is shown in chart
18. The most significant decline in imports in 2008s recorded by large enterprises (250+
employees), as much as 29.9%, a decline in abstdutes of 7.9 billion euros compared to
2008 Medium enterprises (50-249 employees) dealeage5.2%, in absolute terms by 1.7
billion euros while small enterprises (10-49 emples) imported 24.2% less, in absolute
terms a decline of 1.8 billion euros. Micro enteses (0-9 employees) imported 12.8% less in
absolute terms, an increase of 0.7 billion euros.
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In the period 2002 to 2008 the export volume (withestimating data) had grown year on
year growth by an average of 12.2% and exportdiEShad grown by an average of 14.7%.
In 2009, however, this trend turned around wheretl&as an inter-year decline in exports by
23.6% and 15.1% for SMEs. The share of SMEs asaeptage of total exports rose by 10.5
percentage points from 2002 to the level of 38.@%009, while the year-on-year growth in
the share of SMEs of 3.9 percentage points in 2089 influenced by the particularly
significant year on year reduction in export volumethe category of large enterprises by
28.2%.

From 2002 to 2008 the average annual growth of sp@xcluding estimated data) was
10.2% with the category of SMEs growing by 9.5%2009, however, as with exports, there
was an inter-year decline in imports by 26.2% aad®% for SMEs. SME share of total
imports in 2002 decreased by 0.9 percentage pamisamounted to 45.7% in 2009. The
year-on-year increase of 2.9 percentage pointedrshare of imports by SMEs in 2009 was
mainly influenced by the significant decrease tbkime of imports in the category of large
enterprises (29.9%) than in the category of SMESL®).

3.7 Dynamics of the development of legal entities anake traders

Since 2007 the Statistical Office has published dat the number of economic entities
created and defunct according to the methodologyptdsiness demography, by which newly
created entities are defined as legal entitiessaheltraders who had sales or employees in the
year concerned, and had neither revenues nor esgdogiuring the previous two years.
Defunct operators are defined as legal entities sold traders who were active in a given
year, but had no sales or employees in the next years. Legal persons other than
Enterprises include non-profit institutions.

According to the methodology for business demogyafiie most recent data generated
for newly-created and newly-defunct economic esitis that published for 2007. During
2007, using this methodology, a total of 49 859tiest (legal entities and sole traders) were
created. There were 46 473 newly-formed entitiehénsize-category of 0-4 employees. The
category of 5-9 employees had 1 949 entities, vasetiee category of 10 or more employees
had 1 436 entries. In comparison with 2006, thal tetimber of newly established economic
entities was 1833 higher. In terms of sectoriaucttire, (according to the statistical
classification of economic activities - NACE Rev1)lin 2007 most new entities originated in
trade, manufacturing, construction, real estatetaadather of their business activities.

Based on Eurostat data, the percentage of newgddrentities compared to the total
number of active entities according to the methogyplfor growth in new Enterprises in
selected sectors (category NACE C to K) in Slovakias 13.3% in 2007, remaining
unchanged compared to 2006. Within each sectar iridicator ranged from 7.4% to 17.7%,
with the highest values recorded in other commuratyd social services (17.7%),
manufacturing (17.0%) and financial intermediat{d@®.0%). Conversely the lowest values
were in the education sector (7.4%), medical andab@ssistance (8.7%) and hotels and
restaurants (9.4%). The percentage of newly-formetities in selected industries (NACE
category C to K) and EU countries is presentecartc30.
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Tab. No. 3.3: Establishment of legal enti:[ies andote traders in the SR by size category
of workforce and economic activity (OKEC)

Establishment of enterprises in the SR | 2002 2003 2004 2005 2006 2007
Size category

0-4 43866 25021 29804 21774 47097 46473
5-9 383 685 834 1286 570 1949
10 and more 413 564 639 950 358 1436
Total number 44662 26270 31277 24010 48025 49858
Economic activity (OKEC)

Mining and quarrying 11 6 9 14 5 20
Manufacturing 7015 3652 4037 3306 10533 11072
Electricity, gas, water 7 7 19 13 29 38
Construction 6 666 3833 4264 3549 8 338 8 840
Trade 15780 10210 11644 7327 15603 13995
Hotels and restaurants 1808 1252 1428 1263 1014 1488
Transport, Post, Telecommunications 1596 982 1315 934 1434 1657
Financial intermediation 295 72 95 69 1033 597
Real estate, renting, commercial. 8 507 4347 6080 5483 6 829 7511
Education 444 296 481 409 480 493
Health care, social assistance 493 436 479 737 1091 1037
Other community, soc. and personal

services 2040 1177 1426 906 1636 3110
Selected industries together 44662 26270 31277 24010 48025 49858

Source: Statistical office of the Slovak Republic, Slouslatabase

The latest figures on the numbers of newly deflentities are those published for the
year 2006, which are interim data. In 2006, acecwdio the given methodology 52 157
subjects (legal entities and sole traders) becaefandt. Of the total number of closed
Enterprises 50 787 entities were in the categor@-éfemployees, 711 subjects were in the
category of 5-9 employees, while 659 Enterprisab Haor more employees. In comparison
with 2005, the total number of newly defunct Entexgs was 16267 higher. In terms of
sectorial structure (according to statistical dfassgtion of economic activities - NACE Rev.
1.1) most subjects in 2006 had become defunctariride, manufacturing, construction, real
estate and other business activities sectors.

According to Eurostat data, the proportion of neddyunct players as a percentage of the
total number of active entities, according to teendgraphic methodology for growth in new
Enterprises in selected sectors (AKEategories C to K) in Slovakia was 14.3% in 2046,
increase of 3.7 percentage points compared to 20@hin each sector, this indicator ranged
in terms of value from 6.3% to 16.1%, with the haghvalues seen in the trade sector
(16.1%), financial intermediation (15.5%) and otbemmunity and social services (14, 8%).
Conversely the lowest percentage values were settre imedical and social assistance sector
(6.3%), the electricity, gas and water sector (§.##d the education sector (9.9%). The
proportion of newly defunct entities in selectedtees (OKE categories C to K) and EU
countries is presented in Chart 32.

36



Tab. No. 3.4: Newly defunct legal entities and sokeaders in the SR by size category of

workforce and economic activity (OKEC)

Business Closures in the SR 2001 2002 2003 2004 2005 2006
Size category

0-4 29417 29900 25337 14705 33603 50787
5-9 346 221 1086 228 1136 711
10 and more 365 349 1304 219 1151 659
Total number 30128 30470 27727 15152 35890 52157
Economic activity (OKEC)

Mining and quarrying 20 5 15 2 5 12
Manufacturing 4583 6 077 4220 2 053 5196 8 548
Electricity, gas, water 24 8 11 5 12 18
Construction 3544 5940 3180 1626 5170 7 559
Trade 13315 | 10002 12243 6397 12667 19366
Hotels and restaurants 1308 936 1174 748 1662 1975
Transport, Post, Telecommunications 1315 976 1076 780 1487 1814
Financial intermediation 153 265 292 147 152 538
Real estate, renting, commercial. 4 495 4660 3914 2427 6216 8 501
Education 191 348 215 169 482 664
Health care, social assistance 202 40 210 190 546 719
Other community, soc. and personal

services 978 1213 1177 608 2295 2443
Selected industries together 30128 30470 27727 15152 35890 52157

Source: Statistical office of the Slovak Republic, Slousiatabase

According to Eurostat data, of the total numbernefnvly established entities in the
selected sectors, 73.8% of Enterprises were aatitlee end of their first year since inception,
and this percentage decreases each year untitidws to 42.6% at the end of the fifth year
since the inception of the business. The proportibmactive entities two years after their
creation in selected sectors and in EU countrisiasvn in chart. 31.

Tab. No. 3.5: Percentage of active entities afteraeh year since their inception (i.e.
survival rate) in selected sectors in Slovakia in@D7 (in %)

Business area (NACE Rev. 1.1) 1 year 2 year 3 year 4 year 5 year
Industry 75,4 69,7 61,6 53,8 42,1
Construction 74,9 66,0 60,9 50,9 426
Services 72,7 64,9 58,7 48,8 42,7
Selected business areas total 73,8 65,9 59,4 49,9 42,6

Source: Eurostat, Business demography statistics

Newly established Enterprises in selected industaethe end of their first year since
inception make up 9.7% of the total number of acewntities. Enterprises at the end of the
fifth year since their establishment make up onRfb of the total number of active entities
(4.5 percentage points lower when compared witHitbeyear).
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Tab. No. 3.6: Share of newly-started Enterprises fodifferent number of years after

their inception as a percentage of the total numbeof active business in SR in 2007 (in

%)

Business area (NACE Rev. 1.1) 1 year 2 year 3 year 4 year 5 year
Industry 12,2 7.8 3,8 3,0 4,5
Construction 10,3 9,2 43 3,2 4,7
Services 8,8 8,4 5,6 3,8 5,6
Selected business areas total 9,7 8,4 5,0 3,6 5,2

Source: Eurostat, Business demography statistics

3.8 Regional perspective

The regional breakdown of number of entreprenendsSMES in various regions of the
SR is shown in Figure. 19. From the point of vidvagsessing a region's economic activity,
the number of active Enterprises as the propodfdhe number of the economically active
population has a greater ability to explain. Tlemparison is shown in chart. 20. This
indicator reaches emphatically the highest valndbe Bratislava region, the disproportion is
more pronounced for Enterprises are legal entilibs.overall level of economic production
of the regions divided into various sectors ofésenomy is shown in chart. 21.

By territorial division at the end of December 20@% largest number of Enterprises was
registered in the Bratislava region (43 034). Iheotregions the numbers ranged from 11 107
(Trertin region) to 13 296 (KoSice region). There wasearyn-year increase in the number of
enterprises in all regions, most markedly in tiggore of Bratislava (9.7%), with the lowest increase
in the Tre®in region (1.1%).

The most sole traders were operating in the Baatis(63 227) and PreSov (60 066) regions,
with the least in KoSice region (42,859). The numddesole traders decreased in all regions. The
highest loss of Enterprises was seen in KoSicemg@io), while the lowest decline was in Tdien
region (0.2%).

Broken down by region, the most significant portadirevenues was in industrial Enterprises
headquartered in the Bratislava region 33.2%. Tiaees of other regions were in the range from
4% (PreSov region) to 16.8% (Trnava). Revenuesndeclyear on year in all regions, with the
largest declines in the Banska Bystrica (28%) ardd¥ regions (about 25.6%).

More than a quarter of production of constructiortegorises was the result of the
activities of traders in the Bratislava region (®%). Their share exceeded by more than ten
percent that of the Zilina region (15.5%) next wire KoSice (11.4%) and Pre3Sov (10.8%)
regions. All regions experienced an annual deatmestruction output, with the biggest falls
in the Trewin (18.1%) and Trnava regions (3.9%).

In wholesale, the highest proportion of total raxenwas taken by Enterprises located in
Bratislava region (43.2%). Other regions accourfteda share of 3.7% (Banska Bystrica
region) to 11.5% (KoSice region). Wholesalers’ twer declined year-on-year in all regions,
but by most in the Banska Bystrica region, whiclv sfall of 55.1%.
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In the retail sector, in terms of region, the higthshare of revenues was gained by
Enterprises headquartered in the Bratislava refom%). Other regions contributed from
6.3% (PreSov region) to 10.7% (Nitra region). Theees a year-on-year fall in retail sales in
all regions, with the largest fall in the Tt@n region (19.7%).

In 2009, in the sale and repair of motor vehicléaoat half of the total amount of
revenues was for operators located in Bratislagaone(48.8%). Other regions accounted for
from 4.8% (PreSov region) to 10.6% (KoSice regiorgar-on-year sales declined most in
PreSov (about 29.1%) and Bratislava (25.3%). Sales year on year in KoSice (9%) in Nitra
(8.6%) and Trnava Region (5.8%).

In transport and storage (excluding postal and ieowservices) 62.8% of revenues for
goods or services were made by entities locatdti@rBratislava region. The share of other
regions ranged from 4.1% (KoSice region) to 7.1%ré)l Year-on-year sales fell in all
regions, except PreSov (growth of 7.5%) and diren(2.3%). Sales fell most in Banska
Bystrica Region (by 23.6%).

In selected market services entities establishethenBratislava region accounted for
57.8% of total revenues. The share of other regioas 4.4% (PreSov) and 7.3% (Trnava and
Ko3ice regions). Sales fell in all regions exceftind (increase of 2.5%) and Trnava (growth
of 2.4%). Year-on-year sales fell most in PreSaiae (17%).

3.9 Position of SMEs in the economy of Slovakia - summga

In 2009, as estimated by the Statistical Officegsgrdomestic product in current prices
was 63 331.6 million euros an actual decline o¥#compared to 2008 (in 2008 it had grown
by 6.4%). At current prices, the volume of Grossrigstic Product had dropped by 5.8%.

Value added generated 57 547.7 million euros ofgtiess domestic product. This was a
year-on-year decrease of 4.6%. The private seatated an estimated 93.4% of gross
domestic product (by 0.5 percentage points higham in 2008).

The decline in gross domestic product was mainiesult of a reduction in foreign
demand. The volume of exports of goods and sendeeseased by 16.5%, and imports of
goods and services by 17.6%. Domestic demand ddopp&.8%. The year-on-year decline
in domestic demand was contributed to by all om&in constituents. One significant aspect
was the decline in expenditure on gross capitahé&dion (21.4%), mainly due to a decline
from high stock levels. Household final consumpttatreased by 0.7% and consumption of
non-profit organisations by 1.7% (constituting 1%@&DP). Annual growth of 2.8% was
recorded in the final consumption of government.

The decrease GDP was associated with a decregsess output by 10.8% to 138 670.2
million euros and a decrease in intermediate copsomby 14.8% to 81 122.5 million euros.
The share of intermediate consumption as grossubwps lower by 2.7 percentage points
making up 58.5%.

According to preliminary data from the Statisticalffice of the Slovak Republic
Enterprise Survey, the share of small and Mediuterprises (legal persons - non-financial
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corporations) in the basic economic indicatorshe hon-financial sector has not changed
significantly. The share of small and Medium entisgs (legal persons - non-financial

corporations) in the non-financial corporate sectmmpared to the gross domestic product
increased by 0.9 percentage points to 43.1%, tlaeesbf value added declined by 0.5

percentage points to 54.8% and profit before tébbiel.2 percentage points to 57.1%.

The share of gross domestic production in non-tir@rcorporations was 22.9% by small
Enterprises (growth of 1.0 percentage points) amdrf Medium enterprises the figure was
20.2% (down 0.1 pp) and for large enterprises 56(8%wn 0, 9 pp) (Chart no. 22). At
current prices the fall in gross output for SME433% and in large enterprises the decrease
is 16.5%. The share of created added value in mamdial corporations was 33.5% for small
Enterprises (a decrease of 0.8 percentage pofatshedium enterprises 21.2% (growth by
0.3 percentage points) and for large enterprised%4%an increase of 0.5 percentage points)
(Chart no. 23). At current prices value added inESNEIl by 9.8% and in large enterprises by
8.0%.

The share of profit before taxation of non-finahci@rporations for small enterprises was
44.6% (an increase of 2.2 percentage points), fedilVm enterprises it was 12.5% (down 3.4
pp) and for large enterprises it was 42.9% (aneia®e of 1.2 percentage points) (Chart 24).
The year-on-year decline in profit in SMEs was 34,.9vhile the figure was 28.6% for large
enterprises. According to the methodology of thatiStical Office of the Slovak Republic,
non-financial corporations are regarded as proférded Enterprises registered in the
commercial register in all areas of activity, excéipancial activities. This also includes
organizations receiving state money that cover ntloa@ 50% of their expenses with their
own revenues.

According to the Labour Force Survey, in 2009, eerage 2 365.8 thousand people
worked in the national economy of the Slovak Rejoyldf whom 1 994.7 thousand were
employees, 286.5 thousand were sole traders witbioygloyees, 81 thousand sole traders
with employees and 3 300 workers helping family rhera. As an annual comparison, in the
year 2009 there was a fall in employment of 2.8%e mumber of persons working was lower
by 68 thousand. This was caused by a fall of 9Bdugand in the number of employees
(4.8%) to 1 994.7 thousand. persons. There wasaedsed number of entrepreneurs without
employees by 32.2 thousand (12.7%) to 286.5 thalysamd of businessmen with employees
by 3.1 thousand (4%) to 81 thousand and in workeliging family members by 0.3 thousand
(10%) to 3.3 thousand. persons.

Based on the results of the monthly business sumveselected branches of the non-
financial business economy (industry, constructwhplesale, retail, freight road transport
and selected market services) employment in SMEkese sectors dropped by 13.4% year
on year, with the numbers of self-employed fallibg 18.2%, employment in small
enterprises by 11.3% and in Medium enterprises .B%8 There was a decline of 9.6% in
employment in large enterprises in the selectetbsec

In the foreign trade of goods and services thers, \@acording to preliminary results, a
deficit (in current prices) of 59 million euros. Rhe year 2009, goods totalling a value of 39
715.6 million euros were exported from the Slovakp&blic. Total imports of goods
amounted to 38 528.7 million euros. Compared wib& total exports of goods decreased
by 19.8% and total imports of goods by 23.4%. Thpoet performance of the economy,
expressed as a proportion of products and sertacesgtal GDP fell in 2009 in current prices
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to 70.1% (down 12.9 pp). Import demand, expressetha proportion of imports of goods
and services to total GDP fell in 2009 to 70.4%ndd 4.9 pp).

3.10 Comparison with available EU sources

The structure of the business sector in Slovakiargely similar to the patterns in other
EU countries. To compare the structure of the mssrsector and its share in employment in
the Slovak Republic and countries of the EU-27eimis of size structure data published by
Eurostat and the Statistical Office of the SlovadpBblic has been used. These data show
some differences, which needs to be taken intowataturing mutual comparison.

Data for the EU - 27 is compiled using Eurostat hrodblogy for Structural Business
Statistics and covers the non-financial corporaeztes of the economy (industry,
construction, trade, services - i.e. the NACE Re%. C to | and K). In the data for the EU-27
in the case of Slovakia, unlike for other countrmsly data for legal entities doing business is
included. The statistics also show that of thel totember of nearly 21 million Enterprises in
the non-financial business economy in the EU, 99a886SMEs (with a strong representation
for micro with 93.7%) and they provide 67.1% .offdayment.

Data for Slovakia in the table below covers theseld sectors non-financial enterprise
economy (industry, construction, wholesale, retanhd and freight transport and selected
market services - by SK NACE), in which, accordilmgresults of company surveyed the
available employment data according to size categaf Enterprises (including sole traders).
According to data presented are SMEs in Slovaloanfthe total number of Enterprises in
selected sectors of the non-financial business@agn99.9% share (micro representation is
94.1%) and participate in employment 68.6%.

Tab. No. 3.7: Size structure of enterprises in theon-financial business economy

Size of business
micro | small [medium | large SME Total
(0-9) |(10-49)(50-249)|(250+)

number of enterprises in the non-
financial business economy (000 s)
EU - 27 |share of total number of Enterprises 93,7% | 50% | 1,1% | 0,2% |99,8% [ 100,0%
(2007)  |humber of employees in the non-
financial business economy (000 s)

19556 | 1053 227 44 [20836| 20876

44 408 |(22482| 22743 |43985|89 723 | 133751

share of employment 33,3% |16,8% | 17,0% |[32,9% |67,1% | 100,0%
number of enterprises in selected
areas of the non-financial business 418156 [23197| 2394 589 443 747| 444 336
economy

Slovakia |share of total number of Enterprises 941% | 52% | 0,55% | 0,1% |99,9% | 100,0%

(2009) ' |number of employees in selected areas
of the non-financial business economy | 326 216 [226 210 209 981 [349 782762 408| 1 112 190

share of employment 29,3% 20,3% | 18,9% | 31,4% | 68,6% | 100,0%

Source: Data for Slovakia: Statistical Office, asmess survey, Register of organisations
Data for EU 27: Eurostat, Structural business sttatis
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4. Recommendations for further improvement in the busness
environment and for the development of SMEs

A favourable business environment is a prerequisitdong-term competitiveness and
economic growth in a market economy. Developmentha sector of small and Medium
enterprises is particularly sensitive to the gyalit business environment and is involved to a
great degree in the creation of GDP and with aplaceable role in the field of employment.

As was presented in previous chapters, the busieegsonment in Slovakia still has
problems in certain areas, such as problematicregrizent of legal rights, often changing
legislation, passed without an analysis of the ce¢ffen the business environment, high
administrative burden for business, public seatefficiency, a poor range of e-government
service, high social and similar insurance costsl @m administratively demanding
mechanism for paying those sums, continuing prestiof cronyism and corruption. The
process of addressing these shortcomings is psiggegery slowly or even not at all.

A common feature of those problem areas in thenegsi environment is their complexity
and dependence on multiple functions of governmérdr this reason, any further
improvement in these areas requires a systematimagh, interdepartmental coordination
and active cooperation of the entrepreneurs themseln order to achieve improvements in
business, several key documents are being putpratctice, which not only point out these
problems, but also propose measures to address. fhieay are mainly the documents:
Slovakia 21 Modernization program, Concept of refanf tax and customs administration
with the aim of unification of tax, duty and insnca charges, and proposal for a
methodology for the evaluation of selected impaetsch builds on thebetter regulation
agenda in Slovakia.

Those materials represent significant progressyeanoted in the preceding paragraph, in
that not only do they identify problem areas in thesiness environment but also propose
solutions to these problems together with the datetheir implementation.

The economic crisis in Slovakia has brought sompetus to intensify the search for
solutions to the most sensitive problems in theirfass sector. In the coming time it is
necessary to focus on the adoption of policy messtor the long term continuation of the
systematic improvement of the business environmehich has the potential to restart
economic growth and create a competitive advanfiageur Enterprises. Some guidance for
improving the business environment is timall Business Act for Eurog8BA) initiative,
whose objective is to permanently embed the atitoid"think small first" in the process of
policy making from regulation to public service,dato support the growth of SMEs by
providing assistance in coping with problems whemper their development. In Slovakia, it
is essential that this attitude and the 10 primspset out in SBA are embraced by all
authorities with a significant impact on the busmenvironment, i.e. also by non-economic
authorities.

Following the adoption of SBA, in the near futune tGovernment of the Slovak Republic
should prepare a new concept for the promotion @dexklopment of small and Medium
enterprises that would ensure the application efptinciples of the SBA in the development
of legislative, policy and strategic materials biffedtent authorities and re-define the
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objectives of developing the SME sector, the fraorwor the use of support mechanisms
for SMEs and their institutional arrangements.

Based on findings from previous chapters, in otdemprove the business environment
and to improve conditions for long-term developmentSMEs, we propose taking the
following measures.

4.1 In the area of legislative and administrative barrers

- Minimize changes to laws in order to improve legaitainty and thereby stabilize the
regulatory environment for SME activities. In ordey eliminate the inconsistent
interpretation of legislation ensure that the resoe department (the creator of legal
norms) is required to provide an authoritative riptetation of the wording of the law.

- Use all the elements of better regulation policytie legislative process ("Better
regulation”), as defined by the OECD or the Europ&bmmission. The process of
preparing legal regulations needs to be carriedroabnsultation with stakeholders at an
early stage of the preparation of legislation (espntatives of business, enforcers of
regulations et cetera) and the impact of the preposegulation on the business
environment needs to be assessed using a bindthgoemmon methodology. The system
for impact assessment must bring quality to thiscess and provide methodological
support to the ministries in carrying out the asay The staff of government bodies
involved in the preparation of legislation should trained to be able to objectively
evaluate the impact of regulation on the businessrenment and apply methods to
eliminate unnecessary burden for the businessrsecto

- Set a reasonable time between the adoption ofasguland its entry into force when
adopting legislation affecting the SME sector,lsi they come into force on only one date in
the year (e.g. 1 January), or alternatively ondates at the start and middle of the year.

- Submit proposed laws in as simple and clear foroh @ntent as possible. Introduce an
obligation for the proposer to present, along whih draft law, a simple, concise and easy to
understand explanation of the rules and obligatwising from it.

- Introduce an obligation for the respective ministoy evaluate the real impact of the
legislation a certain time after its adoption andthe case of the identification of an
adverse negative impact on the business environitentake the necessary adjustments.

- Follow up on the carried-out analysis of the adstmaitive burden on business, resulting
from existing legislation. Based on this analysis idlentify opportunities to reduce
administrative burdens and to proceed to theiresyatic reduction.

- Remove disproportionate penalties from state, mipaicand other public administrative
bodies against SMEs for single infringements, paldirly non-financial. In the case of
minor deficiencies to introduce the principle oéthequirement of prior notification of
sanctions. The supervisory authorities should gmdpecially for smaller Enterprises, the
principle of prevention before repression, i.e.cdional activities for the target audience
to ensure a higher degree of compliance. Estaliishcoordination of the processes of
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several supervising authorities in relation to swpervised entity in order to avoid
multiple checks of the same facts by different bedi

Continue to create the conditions for a just resmuof disputes without unnecessary
delay to improve the quality and efficiency of cosystem, increase the enforcement of
rights by modifying the civil court procedure codastably by streamlining procedures,

including laying down deadlines for action by theud hearing a particular matter.

Lengthy enforcement of legal rights during the ewurt crisis could lead to the rapid

spread of secondary insolvency and threaten viablerprises.

In the field of commercial law actively promote thge of alternative methods of dispute
settlement and increase awareness of Enterprigbsiarea.

Change the rules for the functioning of the coumtgerms of personnel and technical
(greater specialization of courts, judges qualdyprofessional examinations of the new
rule-making, electronic records and files, et aeder

Increase accountability of executors for their amtdiuring the exercise of their activity
executor.

Shorten the time for issuing business licenses twa-line” (i.e. while you wait) basis.

Shorten the time for the registration of a companyhe commercial registry to two
working days.

Broaden the scope of single contact points (SCPalso include Enterprises doing

business on a basis other than business licensefoaallow Enterprises to complete

administrative procedure carried out by commercalrts at an SCP. Continue to

simplify administrative procedures for startingusimess. Shorten the administrative time
needed for start-ups in line with EU requiremenisimum 3 working days). Gradually

expand the scope of SCPs to include the provisidheomost common authorization and
licensing procedures.

Simplify the administrative procedure for paymehpayroll deductions by introducing the
common collection of taxes and deductions and #ueiounting, to simplify the calculation of
payroll deductions by unifying the calculation tsf® social insurance, health insurance and
other charges.

Abolish the system of submitting accounts for dbatrons to health insurance and replace it
with a system, by which health insurance companit®btain all the information necessary
for accounting from the tax and social insurandéeed, alternatively to introduce a uniform
payroll-tax return.

Remove the application of the VAT deduction co@éfint on inputs when making
supplies to exempt entities. Enable the applicatbWVAT deduction for all goods and
services, thereby simplifying the submission of V&Turns.

Establish the repayment of excess VAT within 30sdfy quarterly payers from time of

enforcement without retroactivity in conditions. Wee no reason for the application of
the 30 day limit only for monthly payers and nat tuarterly.

44



- Allow the use of the tax allowance for sole tradets are beneficiaries of retirement
pensions.

- For the regulation of insolvency proceedings, itnscessary to continue looking for
opportunities to empower bankruptcy creditors anddcelerate and streamline bankruptcy
proceedings, defining the basis for calculatingréreuneration of trustees in bankruptcy and
adjust the procedures for earning money from baotéyuto avoid excessive reductions, with
the aim of a higher level of satisfying creditors,

- Informatization of state and public administrattorremove several repetitive requests for
information, documents and data on Enterprises.elkcate the introduction of e-
government services to make processes in all areas efficient, where government
interacts with Enterprises.

- Create conditions to stimulate the widespread figéeotronic signature by Enterprises.

- Propose and adopt measures to remove barriers ggpehater involvement of SMESs in public
procurement of goods and services, to limit thessgible exclusion from tenders, or the abuse
of formal tenders in government and in local gowent. The system of electronic
procurement should be extended, which would suleseglyulargely replace the traditional
public procurement process for the purchase of gbgdhe public administration.

- Establish a duty on public authorities to publisty form of public procurement contracts
below the minimum threshold at one central websitech will greatly facilitate the access of
SMEs to public procurement contracts.

4.2 In the area of access to capital and support progras

- Prepare a medium-term strategy of development apgpost of SMEs, which would
redefine the aims of development of the SME seatedefine the framework for the
utilization of support tools for SMEs, redefine ith@stitutional support and coordination
as well as modify the legal framework of the busgienvironment in order to eliminate
the barriers to the development of SMEs in SlovaKiae strategy should follow the
guidelines defined in EC Docume®imall Business Act for Europe

- Ease the access to start-up funds for new entreprety increasing the number of loans
on favourable terms or guarantees, as the bankstgra always considers such clients as
a risk. It is especially necessary to strengthenSHERB guarantee programmes and the
NADSME micro loan programme, while in future it Wvibe necessary to evaluate
regularly the need to add resources to such pragesn

- In order to increase the survival rate of starttipgs necessary to link support for new and
small enterprises through providing grants and onitdans with the provision of
education and counselling services.

- Support start-ups with contributions for self-enypient activity not dependent on the

entrepreneur having been on the unemployed lisishaving remained on them for a
certain time.
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Improve the access to risk capital for innovatiiartsup Enterprises through the
establishment of systems based on the involvenmfgmtivaate and public resources while
keeping to market principles. Consider the posgbibf tax advantages for people
investing into funds of risk capital or directlytinstarting innovative companies. Carry
out programmes to improve readiness of SMEs taigkecapital (“investment readiness”
programmes).

Identify and eliminate legislative barriers in theea of capital market development and
ensure its functioning.

Improve conditions for new small and Medium entisgs to find suitable premises for
doing business in business incubators or indusfréaks. Provide further support for
building incubators should be focused on the estamlent of incubators oriented to
support innovative enterprises in the areas witghhadded value, connected to
universities or scientific research centres.

Move the focus of support for companies in incubatye away from providing premises
and connected services in favourable conditionsatds/ specialized counselling and
gaining finance so that they can grow as quicklypassible and successfully become
established in the market.

Systematically support the establishment and dewedémt of clusters to strengthen the
links of SMEs to industry leaders, their involverneén networks and connection to
research-development and innovation centres in igsiogisectors (machine engineering,
automotive industry, electronics industry, and infation technologies) in order to
increase their competitiveness.

Enable SMEs™ success on the single EU market aednational markets by devoting
more attention to the support of the export acésitof SMEs. Specific support
programmes should be developed to eliminate thécalypveak points of SMEs in

international markets such as insufficient expememith foreign-market transactions,
insufficient knowledge of the market and adequatpilations, finding business partners,
export financing and so on.

Provide wider access to counselling services forESMhrough support programmes.
Counselling services supported should focus on rgéneounselling for start-up
Enterprises and persons interested in entreprdmpuas well as specialized counselling
about how to increase the competitiveness of SMHEke areas of efficient management
of small enterprises, innovative management, foréigde et cetera.

At present the most widely used form of supportféoeign trade by SMEs is focused on
customer-acquisition activity (participation at deafairs, preparation of presentation
materials) through time-limited events, which isflarible and administratively
demanding. It is necessary to change the conditomsake it possible for associations
and unions to draw funds, so they can provide asgéional services for SMEs at fairs,
especially joint exhibitions so that they are aoleise the resources more efficiently and
comprehensively.
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- Reduce administrative difficulty, shorten and siifiypthe procedures to get and use
support for SMEs, which, especially in the casgmigrammes financed from structural
funds, are inappropriately long and administrativdemanding. Ease the financing of
projects by using advance payments for SMEs. Excladanges of rules from the
publishing of requests for tenders through to th@pletion of projects.

4.3 In the area of education, consulting and awareness

- The education system, which is at present focuseticplarly on preparation of young
people to be employees, should be redirected toagel@nd encourage them to take more
responsibility for themselves and others, by takhmgpath of being an entrepreneur.

- Support the development of business thinking, lassirculture and business skills in all
levels of the school system, where the combinaitomeeded of a formal approach
(reform of the existing teaching curriculum) as Mg an informal approach, including
close contact with business in practise (knowntasent microfirms).

- The questions of educating and training future fesspeople should be the basis for
creating a system of lifelong education. The fouiotefor changing the philosophy from
an employee to an employer society must be creatdee school system, to prepare high
school and university graduates to be ready fof-eseployment by increasing their
knowledge in the areas of business economics, lafgrmation science and
communications.

- Improved coordination between the educational arainihg system of secondary
vocational schools and the needs of SMEs and coeaigeration by linking practise and
education institutions to reduce structural shasag the labour market.

- Create a motivational system for investments irdacation; provide a higher level of
support to schools whose graduates are in dematheé iabour market.

- Introduce the provision of a compulsory minimumesbnomic and legal education at all
levels and types of schools and definitively insedhe quality of language education
with the goal of improving the quality of the edtioa system and adapting the content of
education to long-term needs of the labour market.

- Increase investment in education through speciagnammes for SMEs and SME
counsellors in support structures and organizatiepgesenting the interests of SMEs.

- Complete the network of Single Contact Points (S@R)jch enable a person interested in
doing business to carry out all administrative pohaes to start trading, widen their
function to provide advice for start-ups.

- Improve support for counselling and education tude opportunities of doing business
in EU markets and those of third countries.
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- Increase the transparency of the business envinanbyeproviding an on-line version of
commercial register, which would allow free accesr the internet to electronic
versions of papers placed in the register of docusne

- Ensure permanent dialogue between the governmenbuasiness about matters connected
with the business environment. We suggest reaictiyéhe council of the government for
SMEs to intensify the dialogue between the Govermraed small enterprises.

4.4 In the area of employment

- Take steps to reduce administrative burden relatezimploying staff (hiring employees,
the system of making contributions to funds) andphaneasures to decrease total labour
costs by reducing the level of contributions toiab@nd health funds based on a
comprehensive and objective analysis of needs dnthe possibilities for further
reduction of the social and health insurance bundehne SR.

- Simplify the system of annual accounting by harreimg the basis for income tax, social
security and health insurance payments, and bygtselea single deadline for submission
at the tax office.

- Introduce an “allowance” before payments for so@ad health insurance are due,
reducing the total labour costs for low income g®wf employees and supporting their
employability.

- Orient the system of active intervention in theolabmarket more towards supporting the
creation of employment opportunities in small anddiim Enterprises, which show high
capacity to absorb labour supply.

- With the aim of increasing the employability of tlmng-term unemployed, we suggest
implementing a support system for employers in Witite state would participate for
certain period in social and health insurance paysfor the business employing such a
person. The length of the period of support sheake into account necessary retraining
of the newly-employed person or acquisition of tagworking habits.

- Abolish the legal limit on overtime work in the pence of a voluntary agreement
between the employee and employer.

- Add to the Labour Code a definition of gross breafcivorking discipline.

- Abolish the compulsory extension of the bindingunatof higher-level (industry-wide)
union agreements over company union agreementsebetwmployees and employers
who are not members of the organization which agded the relevant higher-level union
agreement.

- Support self-employment using counselling serviaesl education financed by state
budget programmes for people interested in business
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Change the basis of social support from a focupewple starting a business because of
material hardship under certain economic pressareiremployment benefits towards
active support for those starting a business.

Place emphasis on developing programmes and pidggqts to support the employment
of high-risk groups in the labour market.

For new firms and micro entrepreneurs, which doemoploy any employees, the creation
of first position for an employee means a signiftcacrease in the administrative burden;
therefore many enterprises without employees dewen consider employing somebody.
As there is significant potential to create jobsuith enterprises we suggest concentrating
all administrative procedures for employing worka@mnsone place, which would also
provide comprehensive information about the resibdities of employer (similar to
SCPs for starting a business).
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5. State support for SMEs

5.1 The Economy Ministry of the Slovak Republic

The Ministry of Economy of the Slovak Republic (M&R) is a central body of the state
administration of the Slovak Republic for industpypwer, heat and gas, the mining,
processing and preservation of mineraapport for small and Medium Enterprises,
strategy for the creation and support of the busings environment, domestic trade,
foreign trade, tourism and consumer protection health and safety in mining, hallmarking,
testing of precious stones, monitoring the ban evetbpment, manufacture, storage, the use
and trade in chemical weapons and their precursomdination of economic mobilization
and the privatization of state property.

In 2009, the responsibility of the MoE was granagoudget of EUR 164.84 million euros,
of which the European Union funded 101.98 milliauras, which represents 62% of total
help provided. The Sectorial Operational Programimaiustry and Services (eligibility period
to 30.6.2009), state aid was paid in the form af-returnable grants totalling 7.99 million
euros. Within the Operational Programme: Competitess and Economic Growth, aid was
provided in the form of non-returnable grants adoay to the scheme for state aid totalling
114.91 million euros. Additionally, aid provided thin the framework of the following
measures:

- N 324/2005 State aid for the Slovak coal industrythe years 2005 - 2010 amounting to

4.99 million euros,

- N 659/2006 State aid scheme for large companiesiatmg to 8.95 million euros,

- XR 84/2008, Law No 561/2007 on Investment Incerstisad amending certain laws (the
state aid scheme) amounting to 2.57 million euros,

- XR 158/2007 State aid scheme to promote regionaldpment No. 1621/2007- 1000 of
the sum of 0.37 million euros,

- Individual aid totalling 25.06 million euros.

In 2009, under the provisions of the Sectorial @penal Programme: Industry and
services (SOP 1IS) 31 556 547.00 euros was drawrB85% of the total budget of the SOP IS.

Tab. No. 5.1: Utilisation of provisions in the Sedrial Operational Programme
Industry and Services

Provision of SOP Industry and services Drawn in Euros

07K 01 01 Support for the development of new axidtieg Enterprises and

, 11 780 928
services (Measure 1.1)
07K 01 02 Support for energy saving and the usermdwable energy (Measure
1.4) 3960 982
07K 01 03 Support for the construction and renewa&l infrastructure 1 467 879
(Measurel.?)
07K 02 01 Support for the promotion of entrepresbkijr, innovation and thg 397 323

application of research (Measurel.3)

07K 03 01 Support for business activities in tamr{®leasure 2.2) 2 049 459

07K 03 02 Support for the construction and renewflinfrastructure for

. 7 062 118
tourism (Measure 2.1)
07K 03 03 Support of the public promotion of toarignd the creation of an
. . 2975274
information system (Measure 2.3)
07K 04 01 Development of international cooperaaon the image of tourism 842 982
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(Measure 1.5)

07L 01 Technical support for both priorities anddibility studies 1019 602

Total 31 556 547

In 2009, under the provisions of tl@perational Programme: Competitiveness and
Economic Growth (the OP CEG) a total of 64 429 309.00 euros wasvdr- 7.09% of the
total budget. The goal of support within the fraroekvof the OP Competitiveness and
economic growth is to maintain and develop competitand effective manufacturing
potential for industrial production, energy and fhaential for tourism and other selected
services in terms of sustainable development and tontribute effectively to raising the
economic performance of Slovakia as whole, andaedlisparities in economic performance
across the regions of Slovakia. Attention is paigrtomoting activities with a positive impact
on employment and innovative development.

Tab. ¢. 5.2: Utilisation of provisions in the Operational Programme: Competitiveness
and Economic Growth

Provision of the Operational Programme: Competitiveess and| Drawn in
Economic Growth Euros

07K OE 01 Innovation and technology transfers (Mead.1) 7108 115
07K 02 1C Support of common services for entrepres{@leasurel.2) 10 003 411
07K OE 02 Support for innovative activities in Enieses(Measurel.3) 35294118
07K 03 0D Support for business activities in tour{#easure3.1) 5 645 087

07K 03 OE Support of the development of informatsmrvices for tourism,

presentations of regions and Slovafiteasure3.2) 3597217
07L 09 Technical support for the Operational Progre: Competitiveness and

[ 2781 361
Economic Growth
Total 64 429 309

07K OB INTERREG IVC —the aim of the programme INTERREG IVC is to stréegt
inter-regional cooperation between European regilmgg the programme period of 2007 to
2013. Within the framework of the projects to paevifunding to cover the mandatory
contribution to the Joint Technical Secretariatref INTERREG IVC, the funds were drawn
under the terms of their intended use. Followingguested from the JTS in Lille the treasury
paid a total of 10 073 euros as a compulsory daumion for 2009.

In the MoE progranBusiness Support 2009vith a budget of 5,684,326 euros, funds of
the sum of 5,682,926 euros were drawn in 2009. &uvele used to operate NADSME, to
provide for the activities and tasks of the ageincgccordance with concluded agreements on
cooperation, to provide the National Programme fiocreasing Productivity and
Competitiveness, as well as for the Action PlaRédluce the Administrative Burden.

5.1.1 SLOVAK INVESTMENT AND TRADE DEVELOPMENT AGENCY (SARIO)

The Slovak Investment and Trade Agency (SARIO) isoa-profit organization of the
MoE SR financed from state budget funds. The gratgoal of SARIO is to increase the
standard of living of Slovak citizens through ireseng employment and decreasing regional
differences. Within the area of investment anddradpport it promotes the advantages of the
Slovak business and investment environment, astraxstestors for important investments,
organizes activities to support foreign trade, amadvides counselling. Its other activities
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include participation at general and specializgabskions and fairs, trade missions to foreign
countries, receiving of foreign missions, expaairting programmes, provision of counselling
services at home and abroad, and compilation okaetiag studies.

In the area of investment supportin Slovakia SARIO provides investment services and
up-to-date information about the business envirarinfier domestic and foreign investors,
provides choice of most appropriate locations aedl restate for implementation of
investment aims. In 2009 SARIO’s foreign investmesupport division successfully
implemented 8 investment projects, ensuring investnilows of a total planned sum of
244,430,000 EUR, creating 2 625 to 4 450 new jobs .

In the area of support for foreign trade the implementation and application of program
conclusions for pro-export policy through the Sactior Foreign Trade (hereinafter referred
to as SFT) was focused on small and Medium Ensepridirected at improving their
sustainability and competitiveness during the tohéhe impacts of the economic crisis. The
SFT, based on a worldwide analyses of the impaetohomic crisis on the Slovak economy,
implemented its findings into the business envirenmthrough activities that should
strengthen and maintain the position and competitgs gained so far for Slovak products in
international markets based on greater flexibility corporate governance, solutions and
adaptations of products to customer requiremerits tve emphasis on improving quality, on
innovation and the application of high technology anodern working methods, economic
efficiency. The SFT targeted its activities towanddustrial sectors that were hardest hit by
the crisis: energy, mechanical engineering, theraative industry, the electrical industry, the
chemical industry and wood processing. The sedtonsed on events that created space for
direct presentation of Slovak exporters to forergarkets, to actively seek and facilitate
contacts, and the creation of intergovernmental amged commissions for economic
cooperation, economic forums, business missioresialzed workshops.

In implementing theSectorial Operational Programme Industry and Servies 2004 -
2006 SARIO s fulfilling the role of the intermediaryody under the managing authority and
it is responsible for implementing measures 1.2p8upfor construction and renewal of
infrastructure (section on industrial parks) anfl development of international cooperation
and the image of the SR (a measure designatedM&sy Undemmeasure 1.2 ofSOP ISa
total of 7 closing payment requests for a sum d72 608.00 euros were submitted to
SARIO. In total by the year-end 14 projects hadhbsempleted. Undemeasure 1.5 of SOP
IS 15 beneficiaries drew a total of 653 654.50 eurn2009, as non-returnable financial
contributions.

Within the framework of the implementation of th@perational Programme
Competitiveness and Economic Growth 2007 - 201RARIO as an intermediate body under
the managing authority, provisioned activities witthe process of open calls for projects
during 2009.

Under Measure 1.2 of OP Competitiveness and Economic Grdlv- Promotion of
common services for entrepreneurs- Support for the development of brownfield indiat
parks had already been declared in 2008 by the giameaauthority in cooperation with
SARIO, issuing a call for applications for non-rgahble grants (code KaHR - 12VS - 0801).
Processes related to the call ran over into the 3@@9, i.e. the receipt of grant applications
through to their approval was carried out in 20068009 successful applications for the non-
returnable financial contribution were in the deypghent process and then subsequently in
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the contract-signing phase. The indicative amodrfunds allocated for this call was 46.5
million euros. In the first stage 9 grant applioas were received (delivered to SARIO)
totalling 66 626 188.60 EUR and the total requestetbunt of grants was 62 970 263.71
euros. After the formal and physical checks andhrieal evaluation, the decision of the
Selection Committee was to approve five grant apgbns, for which the contracts were
signed in 2009 by the beneficiaries.

Under Measure 1.2 Support of common services ftrepreneurs — support for building
brown and green industrial parks the second calipplications for non-repayable grants was
declared in October 2009. The amount of funds atkxt for this call was 50 million euros. A
maximum limit of 40% of the allocation, i.e. 20 t@h euros has been set for the support of
green industrial parks.

Measure 1.1 - Innovation and technology transfers Sub-measure 1.1.3 - Support for
participation of Slovak producers at trade fairdhibitions and as part of trade missions. In
the new program period 2007-2013, the SARIO OpamatiProgramme Competitiveness and
Growth is implementing sub-measure 1.1.3, desigaeégromote the participation of Slovak
producers at trade fairs, exhibitions and as patramle missions " for the private sector.
Under this sub-measure, on 12 March 2008, a cafl:EX5-113DM - 0801 for submission of
grant applications was made, ending on 13.6.2088.imdicative amount of funds allocated
for this call was 8 298 479.72 euros By the deadlior applications in 2008, 41 grant
applications totalling 8 287 161.42 euros had hreeeived with a total requested amount of
grant of 3 749 556.80 Eur. In 2009, after apprdyathe Selection Committee, contracts were
drawn up for subsequent signature for 28 grantlitog the sum of 2 213 401.20 euros. Of
the 28 approved projects, 26 projects were comdachs in the case of one project, the
recipient decided not to sign the contract for tHEC in a second case there was an
"agreement to cancel obligations" Currently 25 @ctg are at the "implementation” phase and
one project is classed as "Completed".

5.1.2 SLOVAK INNOVATION AND ENERGY AGENCY (SIEA)

SIEA is subsidized organization in the MinistryEdonomy, focusing on energy, efficient
use of energy and innovation. SIEA acts as annmdrate body under a managing authority
(MoE) in the implementation of the Sectorial Opiena&l Programme Industry and Services
and also the Operational Programme Competitivemedd€conomic Growth.

Overview of the implementation of the Operationabg?amme Competitiveness and
Economic Growth:

Call for applications C & EG - 1.1.1 SP-0801 "Promtion of innovation and
technology transfer”, with an indicative allocation of 49 790 878.31 aurThe call was
declared on 31 March 2008, under the above medsutesed on 4 July 2008. As part of this
call, 308 applications for grant assistance (haifean referred to as "NFC") were received for
grants totalling 250 045 362.66 euros. On 27 Oct@®08, 32 applications for NFC were
approved with the total amount of grants at 47 692.80 euros, with 30 applications from
SMEs for the NFC were chosen with the final amafrgrant at 49 790 878.31 euros. Of the
32 successful applications for NFC three applicetivere not contracted. From the reserves,
one request for NFC (Tuco, s.r.0.) was additionatiptracted during the period with 5 877
795.90 Eur. In total 24 applications with totalmra2 178 529.67 euros were approved. Of
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the projects involved in this call, by 31 Deceml2809 four recipients had physically
completed the project, and within the study peroody 1 project (Boto spol. s r.0.) was
refunded, for 941 835.48 euros. No further requestslosing payments in 2009 had been
reimbursed.

Call for applications C & EG - 1.1.1 SP-0902 "Promtion of innovation and
technology transfer”, with an indicative allocation of 85 000 000.00 e=urThe call for
tenders was written out on 3 August 2009 deadline & December 2009. In framework of
the above call 169 applications for the grants abtal of 204 934 234.39 euros were
received.

Call for applications C & EG - 21DM-0801 "Increasing energy efficiency in
production and consumption and introducing advancedtechnologies in energy" -
Scheme to promote sustainable development (de nsirmd scheme), with an indicative
allocation of 23 235 743.21 euros. On 12 March 2088 call was announced within the
framework of the above measures. The deadline Bts June 2008. As a result of this call
36 applications for grants requesting a total simM 889 873.16 euros were received. Of
those requests, on 4 September 2008, 11 applisatomMFC totalling the sum of EUR 1 365
796.03 were approved, with 9 requests (SMEs) fo€ Nifere contracted with the final grant
amount standing at EUR 956 107.24. Within the framor& of this call, by 31 December
2009, 4 beneficiaries completed the project phylsicand within the study period mo request
for payment had yet been reimbursed.

Call for applications C & EG — 21SP-0801 "Increasig energy efficiency in
production and consumption and introducing advancedtechnologies in energy"- Aid
scheme for increasing energy efficiency in the potiddn and consumption and introducing
advanced technologies by direct aid, with an indieaallocation of 82 984 797.19 euros. On
11 August 2008 the call was announced within tlaen&work of the above measures. The
deadline was 16th January 2009. As a result ofclis37 applications for grants requesting a
total sum of 147 650 025.60 euros were receivedthO$e requests, on 29 July 2009, 32
applications (SMEs) for NFC totalling the sum of E89 866 365.14 euros were approved,
with 32 applications for NFC were contracted whlke final grant amount standing at EUR 69
866 365.14 euros. Within the framework of this ,chjl 31 December 2009, no beneficiaries
had physically completed the project.

Call for applications C & EG - 21DM-0901 "Increasing energy efficiency in
production and consumption and introducing advancedtechnologies in energy" -
Scheme to promote sustainable development (de nsirmd scheme), with an indicative
allocation of 15 million euros. On 4 May 2009 tral evas announced within the framework
of the above measures. Applications closed on 3usiug009. As a result of this call 45
applications for grants requesting a total sum 602 340.38 euros were received.

Call for applications C & EG — 21SP-0901 "Increasig energy efficiency in
production and consumption and introducing advancedtechnologies in energy"— Aid
scheme for increasing energy efficiency in bothdpition and consumption and introducing
advanced technologies using direct aid with anciilie allocation of 57 million euros. The
call was announced on 26 October 2009 with the loeatbr receiving applications for NFC
set as 22 March 2010.
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5.1.3 SLOVAK TOURIST BOARD

The Slovak Tourist Board a state grant funded asgdiion that specialises in the
marketing and state promotion of tourism in thev8koRepublic. It carries out marketing
activities for tourism at the nationwide level, pides information on opportunities for
tourism in Slovakia, promotes Slovakia as a towestination, contributes to the creation of a
positive image of Slovakia abroad and supportsstile of tourism products of the Slovak
Republic. The Slovak Tourist Board is entitled &b as an official representative abroad and
create separate offices in Slovakia and abroad.

It also carries out the function of an IntermediBody under the Managing Authority for
the Sectorial Operational Programme Industry angi&es 2004 — 2006 and the Operational
Programme Competitiveness and Economic Growth 208713.

Under theOperational Programme Competitiveness and EconomiGrowth, Priority
3 - Tourism, measures 3.1 Support of business adties in tourism the following calls for
grant applications were announced:

- Call code KaHR-31SP-0801, duration of call 14.08820 18.07.2008, the amount
allocated to the call was 82 984 797.19 euros -ef®ehto promote entrepreneurial
activities in tourism with comprehensive tourisnogucts available all year round.
The number of contracted projects with SMEs in 2008 22, involving a total
amount of 76,039 439.75 euros.

- Call code KaHR-31DM-0801, duration of call 09.0@080- 12.09.2008, the amount
allocated to the call was 16 596 959.44 euros -efehto promote entrepreneurial
activities in tourism (de minimis aid scheme). TNember of contracted SME
projects in 2009 was 20, involving a total amour®,626,369 euros.

- Call code KaHR-31SP-0802, call duration 16.09.200&3.02.2009, the amount
allocated to the call was 33 193 918.87 euros -efehto promote entrepreneurial
activities in tourism in the comprehensive touripmducts available all year round.
The number of contracted projects with SMEs in 20@8 9, totalling 35 628 409.92
euros.

- Call code KaHR - 31DM - 0902, call duration 20.020- 19.10.2009, the amount
allocated to the call was 24.5 million euros.

5.1.4 INOVA CNY FOND n. f. INNOVATION FUND)

Inovainy fond (Innovation Fund, non-investment fund),ais independent, non-profit,
non-governmental legal entity which works in theritery of the Slovak Republic. It was
established by the Ministry of Economy of the SRspant to law No. 147/1997 on non-
investment fundsThe innovation fund aims at supporting sustainabledevelopment of
intellectual values in the area of science, resedrcand development and thereby to
accelerate innovative growth in the SRIt supports access to internal and foreign s@genc
technical, economic and financial information, soing the protection of internal
intellectual property and know-how of Slovak emttiand development of subsidiary tools of
technical policy.

The Innovation fund is a non-investment fund whiatrks on the principle of revolving

(recoverable) financing. Since its establishmestiiported the implementation of projects in
the areas of machines, electronics and the chemidastry. To ensure that financial support
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provided flows back to the fund, the Innovation &sncontracts give it the right to use the
applicant’s property as security.

The Innovation Fund supported 4 projects with retumable financial help, to which it
provided the sum of 481 399.63 euros during 200%his involved supporting projects from
the following companies:

- EVPU - ZVS, a. s., Dubnica nad Vahom, for the grbj"Building a technological base
for higher level manufacture of stereometric Al Wmeces, frames and manipulator
carriers and of stable platforms for the sophistidaapplication of controlling and
visualizing optical-electrical stations" (contratt/ 2008) second tranche of EUR 44
811.79..

- PRVA ZVARACSKA, a. s., Bratislava, for the project “Innovatiohautomated electron
beam welding suite for industrial applications” (fact 2 / 2008) second tranche of EUR
66 387.84 Euros.

- VYVOJ Martin, a. s., to tackle the project "Intgiint measuring equipment” (contract no.
1/ 2009) first tranche of EUR 108 000.

- hameln rds, a. s., Modra, to address the proje@véldpment of new production
technology for medicinal products’ (contract 2 020 The first tranche of 200 000 euros
was provided on 6 May 2009 and the second tran€likeosum of 62 500 euros was
provided on 14 October 2009.

5.2 Ministry of Finance of the Slovak Republic

The ministry of finance of the Slovak RepubliqdMF SR) is the central body of the state
administration of the Slovak Republic in the ardafinance, taxes and duties, customs
activities, finance control and internal auditgslin charge of:

a) the development and implementation of finance,austand prices policy (in accordance
with policy including calculating the total deficiif the state budget, adoption and
implementation of the state budget, administratbthe financial assets and liabilities of
the Slovak Republic, of capital markets, of inseemctivities, of policy on taxes and
duties, and of the financial and economic meas@lesed to business,

b) the action of the state administration in the addsanking; building societies, additional
old age pension insurance; foreign exchange adiratimm and foreign exchange
controls; unified accounting and accounting repgrtilotteries and similar gambling
activities; in matters of the administration oftetgproperties and in public and non-
entrepreneurial areas of activities;

c) the role of state supervision in relation to: tlabdur market, sickness insurance,
retirement insurance, health insurance, the aesviaf additional private old age pension
insurance agencies; meeting the conditions foptbeision of the state bonus in relation
to building savings; meeting the conditions for f®@vision of the state bonus with
regard to mortgages and the financial managemehedbocial Insurance Agency.

Support for small and medium sized Enterprises ftbenaMF SR is carried out through
the activities of the Slovak Guarantee and DevemmunBank (SGDB) and the Export and
Import Bank of the Slovak Republic (EXIMBANKA).

5.2.1 SLOVAK GUARANTEE AND DEVELOPMENT BANK (SZRB)
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Slovenska zakina a rozvojova banka, a.s. (Slovak Guarantee anal®ament Bank -
SZRB) is a specialized bank, whose sole sharehaséddre Ministry of Finance, which is
governed by the Law on Banking and supervisionaisied out by the National Bank of
Slovakia. In conducting its activities it carriesitathe intentions of the government in
promoting small and medium enterprises, as wetither national economic objectives. The
Bank plays an important role in the banking sysimd the system of mechanisms and
instruments of the state.

The target client segment for SZRB, which is maisiyall and medium enterprises, has
expanded strongly because of the need to addressgact of global financial and economic
crisis. During the study period the Bank recordepeater interest in products from clients as
well as from cooperating banks. This developmert iwHuenced by the fact that commercial
banks reconsider the criteria for additional fumdiof customers, and had undertaken a
tightening of credit conditions for companies, wiestlarge Enterprises or SMEs, and also
eliminated some of areas of financing.

The Bank through its products provides unlimitegbilities for the financing of any
areas of the economy, currently there are no sedpecified as not being subject to the
bank’s interest in providing financing. The suppairtnajor development projects is currently
quiet.

SZRB maintains an important position and role mltanking sector, as it helps to finance
entrepreneurs in solving liquidity problems, thsiabilization, development and increasing
competitiveness.

SZRB implements the intentions of state policy,h,sas funding for projects from cities
and municipalities, regional authorities, but atsach-needed renewal of housing stock. With
a specific focus on the financing of riskier busmegroups (from less developed regions,
start-ups or small and medium enterprises otherwisgatisfactory to commercial banks,
etc.), SZRB is able to accept higher risk and faocuparticular on smaller deals (to spread
risk), as well as compliance with the principlespofidence, and qualified assessment of the
client, or project.

Throughout the year 2009, SZRB focused primarilytiom performance of its primary
mission of supporting small and medium enterpri3é® Bank is fully aware of its mission
and vision, and related responsibilities, whicloatsincides with the need to improve cash
flows between banking and business.

In 2009 SZRB also pursued activities in the arealdhining financial resources from
foreign sources. Activities in this area were famioon the successful completion of the
approval process, credit lines from the EIB andrthebsequent utilization, credit lines from
CEB and the preparation for the implementatiomabiative financial instruments under the
JEREMIE and related functioning of its subsidiahg Slovak Guarantee and Development
Fund. In this way, the bank has expanded the pb#sibfor small and medium enterprises
and in terms of source-coverage.

A loan agreement between the EIB and SZRB was dignéuly, and in September 2009

first tranche of EUR 25 million from the EIB's creline was drawn. By 31.12.2009 using the
credit line from the EIB, 16 loans had been appdawetalling 5.9 million euros.
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In 2009 an addendum was signed to the Framework Bgmeement concluded between
SZRB and CEB, which allowed the use of the remairimount of credit of EUR 8.3 million
euros for the renewal of the housing stock in Stava

In March 2009, the SZRB established a subsidiaBRF s.r.o. (The Slovak Guarantee
and Development Fund). to implement the JEREMIEative and for innovative financing
instruments from Structural Funds in Slovakia.

In order to contribute to the possibility of clismibtaining funds and to propose solutions
aimed at improving the financing of small and Medienterprises during the ongoing crisis,
the SZRB continuously responded to the requiremehtthe market for the provision of
existing products and to update them.

6.1.1.1Guarantee programs

The year 2009 in the area of guarantees was mérké#ue extension of cooperation with
commercial banks in providing fast bank guarant@esaccordance with the signed
Memoranda — “Memorandum on cooperation between SZRBmbank and commercial
banks represented by the SBA” and “Memorandum @petion in addressing the financial
and economic crisis on the Slovak company betweerGbvernment and the Slovak Banking
Association”.

Mutual cooperation between SZRB and commercial $ahkough the provision of fast
bank guarantees helped, in the time of the globah@mic crisis, to create possibilities for
accessing funds, also for entrepreneurs who didhaot sufficient capital, or sufficient
security, enabling the mitigation of the impactgshd crisis on business.

Guaranteed loans are designed to promote entrapstme in all sectors of the economy,
for covering the operational needs of clients, el as for investment purposes.

Framework contracts for bank guarantees | wereesigm 2009 with the following banks:
Slovak savings bank, Volksbank Slovensko, UniCr&dibk, VSeobecna Uverova banka, the
Ceskoslovenska obchodna banka, Dexia Bank SloverR&stova banka, Prva stavebna
sporiténa, OTP Banka cooperation with Tatra banka alsoccantinued.

As regards the fast bank guarantees product (12009 framework agreements were
signed with Volksbank Slovensko, Slovenska sphigeand with Tatra banka, while
negotiations with other banks for this product weoé completed during the study period.

Bank guarantees for financial loans
In 2009, SZRB supported clients with the followipgarantee products:

= Fast bank guarantees

Guarantees | and H for marketing purposes labelled as Classic arthRim guarantees.
The SZRB provides guarantees for loans to commietmaks for small and medium
enterprises, and up to 55% of the loan principhils Thodel is applied in two stages, namely:

- fast bank guarantees I, of up to 55% of the loaa.r840 thousand euros.

- fast bank guarantees Il, of up to 55% of the Ioaax. 1 million euros.
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In 2009, 853 fast bank guarantees were approved, aviotal value of 59 360 120 euros.
Using fast bank guarantees a wide range of bank poaducts can be covered, whether for
normal operations or to cover business investmiamisp

= Bank guarantees for financial loans

Other types of guarantee products were offeredbfoms to small and medium enterprises
in commercial banks and special guarantees for mvokeapartments and office spaces as
well as condominiums and office space including apartment houses and for towns and
villages with loans for the construction of munalipental buildings.

In 2009, the Bank approved 937 guarantees amoutttingore than 83.3 million euros, of
which 91% were fast loan guarantees for commetmaalks. The overall portfolio of bank
guarantees as of 31.12.2009 was 208.4 million euros

6.1.1.2Loan programs

During the ongoing economic crisis, commercial lsah&ve tightened the conditions for
granting new loans to Enterprises and tightenedcttieria for renewal of provided credit
lines, particularly for the operational needs oftdtprises. This has resulted in a general
decline in the stock of loans in the banking sedtothis period SZRB registered the largest
increase in loans (year on year) among standarsh@wammmercial banks.

As of 31.12.2009 the Bank's portfolio included 1#&ifect loans of EUR 265 million.
euros. The average sum of a direct loan providethénbank's portfolio is 149 thousand.
euros, witness to the fact that SZRB really supsmtall Enterprises, whether sole traders or
small companies. Of the total loans, 83.3% was wuea for by investment loans with
maturities typically up to 10 years and operatiognis, or loans for a temporary shortage of
funds with a maturity of one year or a term of axmmaum of three years accounted for 16.7%.

During 2009 635 new loans worth 117 million eurasrevgranted for small and Medium
clients. When compared to 2008, the year 2009 sam@&ease of 20.2% in the volume of
new loans.

In 2009 SZRB supported its clients through theol@lhg products:

= Direct Loans
SZRB supported the financing of investment and afjp@ral needs of small and medium
enterprises, and financed the development of regiovns and villages.

= Loans to farmers

Assistance for those applying for direct payment®viercome a temporary shortage of
funds. Providing long-term loans for agriculturabgucers to purchase agricultural land,
which is mostly rented.

= Renewal of the housing stock

SZRB financed projects aimed at the residentialldmgs, in particular repair,
modernization and refurbishment of the common aréas equipping and fitting out of
residential buildings.

=  Microloans
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The Bank supported the growth of small Enterprigesping women-entrepreneurs in
developing their Enterprises, simplifying youngrepteneurs’ access to credit resources, and
provided starting capital for university students develop their Enterprises even while
studying, or after graduation.

= Loans to support environmental and other projects

From the resources of the Nordic Investment BanB)YNhe SZRB co-financed projects
for the construction of infrastructure, implemeratof energy projects, provision of drinking
water, and for the construction of sewers and sew@gtment.

= Loans financed with the support of the EU, Kreditarstalt fur Wiederaufbau and the
European Development Bank
The SZRB improved access to long-term funding fosjgerts by small and medium
enterprises, self-employed farmers and primary yeds who do business in rural areas of
Slovakia. It also financed long-term investment ftre construction, renovation or
improvement of small municipal infrastructure - agpof local roads, cultural centres,
playgrounds, public lighting and so on.

= INVEST from the European Investment Bank

Access was enabled to long-term funds for smallraedium enterprises to finance their
investments and also their normal operating costs law-interest.

The SZRB increased its volume of loans compare@0@8 by more than 20%. From
1.1.2009 to 31 12. 2009 the Bank provided 635 ldatalling 116.6 million euros. The
average loan amount was more than 183 000 Eurestokal volume of loans at the end of
2009 had reached almost 265 million euros, whicama&n annual increase of 2.5%. %.

5.2.2 EXPORT-IMPORT BANK OF THE SLOVAK REPUBLIC (EXIMBANK A SR)

EXIMBANKA SR is a specialized state agency, whicasrestablished to promote exports
by Slovak producers of goods and services to fareigrkets, according to Law 80/1997 as
amended. Its main aim is to increase the competiggs of Slovak exporters and promote
mutual economic exchange between the Slovak Repabt foreign countries in accordance
with state and foreign trade policy and in linehwtlhe international commitments to which it
is bound.

EXIMBANKA Slovakia, in accordance with the pro-expolicy of the government of
the Slovak Republic, focuses on expanding supporthie export activities of small, medium
and large enterprises to reduce the high levelepkeddence of the Slovak economy’s export
performance on a relatively small number of firms.

EXIMBANKA SR in 2009, supported,using its banking and insurance activities, exgort
totalling the sum of EUR 2 790.0 million euros, alnirepresents a 75.4% fulfilment of its
targeted amount (3 700.0 million euros). The staemunt was contributed to by banking
activities with 1 957.1 million euros, and insuranactivities with 832.9 million euros. In
comparison with 2008, the export support for Slolakiness entities by EXIMBANKA SR
was lower by 1 086.7 million euros, in other woldwer by 28.0%. According to Statistical
Office data for 2009, EXIMBANKA Slovakia supporteti0% of the total exports of the
Slovak Republic.
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Banking activities

EXIMBANKA SR provided credit and guarantee actiegti through refinancing, direct
financing, discounting promissory notes and theassf guarantees, which in 2009 supported
the export volume of 1 957.1 million euros. Thipresented a 77.1% of the targeted sum for
2009 (2 540.0 million. Eur) and a decrease comp&rel008 of 689.6 million euros (i.e.
about 26.1% lower).

In 2009, through its banking products EXIMBANKA SRipportedexports from the
SME segment of a total volume of 166.40 million eos

Insurance activities

The Insurance activitiesof EXIMBANKA SR were oriented towards promotingpexts
of Slovak business entities by providing insurapogtection to exporters against short-term
tradable risk, short-term non-tradable risks, ardiionm and long term risks.

Through its insurance activities in 2009, EXIMBANK®R supported exports of 832.9
million euros, representing 71.8% utilisation of the budget §D.0 million. Eur) a decrease
compared to 2008 of 397.1 million (i.e. by 32.3%).

More details on support through EXIMBANKA SR arstéid in Annex B, Table 1

5.3 Ministry of Labour, Social Affairs and Family of th e Slovak Republic

The Ministry of Labour, Social Affaires and Family of the Slovak Republic(MLSAF
SR) is the central body of state administrationhef Slovak Republic for the area of labour-
law relationships, employment, collective negotiafi salaries and other compensation for
labour, social insurance, social legal protectibotoldren and the young, care for the family
and other areas of social policy.

Support for SMEs is a part of the activities of @entral Bureau of social affaires and the
family and is mainly carried out through measuriesabive policy in the labour market.

5.3.1 CENTRAL OFFICE OF LABOUR, SOCIAL AFFAIRS AND FAMILY

Active Labour Market Policy (hereinafter ALMP) is amportant factor, which helps to
integrate job seekers into the labour market. Doéstof ALMP under the law of services to
employment were provided by the Central Office abbaur, Social Affairs and the Family
(LSAF) and the other offices of the LSAF.

During 2009, Active Labour Market Policy (ALMP) wasplemented especially through
Active Labour Market Measures (ALMM) under the @mt form of Law No. 5/2004 on
Services to Employment and Amending and Adding Otlaevs. With the aim of mitigating
the impact of the global economic crisis on theolabmarket, which saw an increase in the
number of endangered jobs lasting throughout 28f@@g with an increase in the numbers of
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unemployed, a number of amendments to the Law ovices to Employment were adopted
to contribute to the maintenance of existing jobd # support the creation of new jobs.

1. Support for the creation new jobs

Within the area of supporting the creation of nebs, the following ALMM tools
were used during 2009:
- 8 49 Contributions for self-employment
- 8 49a Contribution for the training of a disadtzayed job seeker
- 8 50 Contribution to support the employment cfadivantaged job seeker
- 8 50c Contribution to support the creation aneldieg of jobs in a social enterprise
- § 50e Contribution to support the creation okanfob
- 8 50g Contribution to support self-employment
- 8 56 Contribution for the establishment of a s#reld workshop or sheltered workplace
- 8 57 Contribution to physically disabled citizenrun own business or for self-employment
in a workshop or protected workplace
- 8 59 Contribution for work assistant

2. Support for the maintenance of existing jobs

In the area of supporting the maintenance of exggobs, the following ALMM tools
were used during 2009:
- 8§47 Education and preparation of an employeei@itabour market
- §50a Contribution to support maintenance of empleyt for low salaried employees
- 8§ 50d Contribution to support maintenance of emplent
- 8§ 50b Contribution for transport to work
- 8§ 56a Contribution for the maintenance of a diséll&zen in work.
- 8 60 Contribution to payment of running a protectastkshop or protected workplace
and payment of transport expenses of employees

Tab. ¢. 5.1: Active Labour Market Measures (funded during 2a8gindividual measure sum

for SMES):

NUIGIOS? O EEETEE Agreed financial sun
ALM Measure filled jobs or number (euros)

of people covered
§47 29 921 30642 711
§49 12 870 39 383574
§ 49a 250 136 393
§ 50 128 287 325
8§ 50a 1502 5847 572
§ 50c 437 2 732 523
§ 50d 38 197 2 555 404
§ 50e 6 559 20 822 633
§ 509 3 2 509
§ 53b 6 521 37 682
8 56 1417 11 284 044
§ 56a 297 459 186
§ 57 439 3 580 255
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§59 275 1622 147

§ 60 12 668 9 186 743

Total 111 484 128 580 701

In 2009, the Offices of Labour, Social Affairs akRdmily (LSAF), through the active
labour market measures under the Law on ServiceEnployment, funded measures
supporting 280 016 jobs or job seekers or candsdimtieemployment, with the total amount
of 162.18 million euros. The average contributigregad was the sum of 779 EUR.

Active labour market policy in terms of the Emplogmt Services Act is implemented
mainly through national projects and pilot projeci®ie Central Office for Labour, Social
Affairs and Family is the largest beneficiary frothe European Social Fund, which
implements state policy in the field of employmémtrelation to the Law on Services to
Employment and the state policy in the field ofiabaffairs and family.

The largest share of funding of individual instrunteeof ALMM in 2009 went to the
contribution for self-employment (8 49)with 39.38 million euros. 12,870 jobs were created
which is 774 more than in 2008. Under this instraotre contribution is provided to cover
documented costs associated with self-employedigcti

The structure to help disadvantaged job seekersissd most by the long-term
unemployed, people over 50 years of age and aksdugtes who have problems with the
getting into the labour market.

The take up of theontribution for citizens with disabilities to operate or conduct self-
employment (§ 57)in 2009 was by 439 job seekers, for which a tetamn of funds
amounting to 3.58 million euros was agreed. Thdrdmrtion for persons with disabilities is
provided to initiate the operation or conduct df-senployed activity.

The second most used tool for active interventrothe labour market by total sum of
money provided was that for the education and pegjpa for the work of an employee (8
47). During 2009, this instrument was used for 22 @mployees. The total sum of drawn
funds, including co-financing was 30.64 million esir

Demand - driven projects and global grants foratieptability of workers and enterprises
and business support projects and interdepartmenotgberation within the programming
period 2007 - 2013 are financed by the Europeanabdéand through the Operational
Programme: Employment and Social Inclusion. Its lengentation is carried out by the
Ministry of Labour, Social Affairs and the Familghich performs the role of the Directing
Body and by two intermediary bodies — the Sociaplementing Agency and the Social
Development Fund.

In 2009, the social implementing agency, togethigh the Ministry of Economy and the
National Agency for the Development of Small anddMen Enterprises launched a call for the
creation of jobs, which is scheduled to create j603. A total of 107 projects were contracted
for non-repayable grants of 5.35 million euros.#s31.12.2009, 179 jobs had actually been
created. To support SMEs through the education tasding of their staff, the Social
Implementing Agency announced two calls in 2009jlevin total these calls include the
contracting of 162 projects, which are expectedram 5,730 employees. A non-repayable
grant was contracted for the sum of 22.39 milliaros.
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5.4 Ministry of Construction and Regional Development 6the Slovak
Republic

The Ministry of Construction and Regional Develomtnef the Slovak Republic (MCRD
SR) is the central authority of the state admiatgin of the Slovak Republic for public work,
regional development, building production and hatddproducts, building regulations and
land planning except for ecological aspects, supand implementation of housing policy
and providing state premiums to building societies.

Programmes to support small and medium enterprigsbgh are implemented by the
Agency for Regional Development in the frameworkte Operating Program for Bratislava
Region:

1. Number of applicants for support from the Operating Program for Bratislava
Region 2007-2013.

In 2009 within OPBR, the following calls were coraiad:

- Call Code OPBK/2009/2.1/03for measure 2.1 Innovation and technology tras$f&3
applications for grants were received (the volumheeaeived applications was 9 336
469.30 EUR) from 59 applicants. The Selection Cottemiat its meeting recommended
the approval of 40 applications and recommendedejeetion of 23 applications.

- Call Code OPBK/2009/2.2/03for Measure 2.2 the Informatization of Society}], grant
applications were received (the volume of receiapdlications was 3 372 533.59 EUR).
The Selection Committee at its meeting recommetidecpproval of 33 applications and
recommended the rejection of 14 applications. Bitthe open calls were open only for
micro, small and medium enterprises.

2. Number and amount of guarantees, including figuresfor small and medium
enterprises.
In 2009, the Agency for Regional Development in ski@port programs did not provide
guarantees for business.

3. Number and amount of subsidies granted from the sta budget, or other forms of
support, including figures for small and medium enérprises.

Under measure 2.1 Innovation and technology trassfe2009 it was decided to provide
grants to eight Enterprises, which in the case stibjects also led to contracts to provide
non-repayable grants of 3 964 663 Euros. Under Mea8.2, Information Society it was
decided in 2009 to provide grants to four businessities, while all the players were
contracted to provide non-repayable financial dbotrons of 224,918 Euros. For both of
these measures, the grants were provided exclysivehicro, small and medium enterprises.

4. Number of jobs created or jobs maintained.

In 2009, the contracted projects under PrioritysAZi- the Knowledge economy created 9
jobs among beneficiaries from the private sectMES).
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5.5 Ministry of agriculture of the Slovak Republic

The Ministry of Agriculture of the Slovak Republic (MP SR) is the central authority of
state administration of the Slovak Republic implatimg state administration and state expert
supervision in the Department of Agriculture. It mages, directs and controls state
administration undertaken by the State Veterinarg Rood Administration of the SR, the
Breeding Control of the SR, Central Control andtihgsinstitute in Agriculture, National
Forestry Centre, The Technical and Testing Ingtitft Agriculture SKTC-106 in Rovinka,
The Agricultural Payment Agency and the authoritéspecialized state administration in
their varying scopes.

In 2009, the Ministry of Agriculture of the Slovadkepublic (hereinafter the "Ministry")
and the Agricultural Payment Agency ("PPA") prodddate and minimal (de minimis) aid in
the form of subsidies on the basis of the followaxgsting legislation: Law no. 596/2008, the
State Budget for 2009 as amended by Law. 448/2@9current form of Law no. 523/2004
Financial rules of public administration and on adments to certain laws, the current form
of Law no. 543/2007 on the jurisdiction of govermh@&gencies in providing support in
agriculture and rural development, the current fafrLaw no. 231/1999 on State aid, the
current form of Law no 39/2007 on veterinary cdhe, Regulation of the Government of the
Slovak Republic no. 369/2007 on some support measum agriculture, Government
Regulation no. 159/2008, regulations of the Slowdpublic no. 264/2009 on support
measures in agriculture, as amended, Governmentl&®em no. 347/2009 Z. z. on the
granting of temporary aid for growers of sugar bé&ée state regulations of the Government
of the Slovak Republic are laws that have beenldped pursuant to § 2. paragraph 1 point
k) of Law no. 19/2002, which establishes the coodg for issuing secondary legislation of
the Slovak Republic as amended by Law no. 207/208khg these regulations, the Slovak
Republic has transposed European Union rules de ated de minimus aid for agriculture
into the Slovak legal system.

The beneficiary of state and minimum aid were i02@nterprises acting in agricultural
primary production, in the sector of fisheries &kstry, and enterprises which are active in
the area of processing agricultural products etc.

The Initial budget funds intended to provide aestahd de minimus aid in the form of
subsidies in 2009 amounted to 32,961,894 euroshi®fBamount, a portion of the funds were
used by budgetary measures for unprovided for esggeaf the Ministry of Agriculture of the
Slovak Republic.

State aid in the department of Agriculture of thev8k Republic is provided through the
Agricultural Payment Agency.

5.5.1 AGRICULTURAL PAYMENT AGENCY (PPA)

The roles of the payment agency for 2009 were gethb Law no. 543/2007 on 25
October 2007 on the Competencies of the State Adtration Authorities in the Provision of
Support in Agriculture and the Development of Ruxetas. The Act sets out the scope of the
Ministry of Agriculture in the Slovak Republic dsetmanaging authority and the scope of the
Agricultural Paying Agency as executive authoritgkimg grants from EU funds as well as
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the conditions for granting subsidies from the nsear state budget for Agriculture,
Development of Rural Areas and Fisheries.

Under the aforementioned Act related EU and SloRapublic legislation in force in
2009, the paying agency undertook administrativekwio provide support for agriculture,
food and the forestry industry, fisheries and fevelopment of rural areas using EU funds
and the state budget and subsidies for agricultural development and fisheries. At the
same time it participated in the preparation ofgpamn documents and their implementation in
the conditions of the Slovak Republic.

In the programming period 2007 — 2013, the PPAilkedf the role of the Intermediate
Body under the Managing Authority for thHeural Development Programme and the
Operational Programme for Fisheries

The main emphasis in theural Development Programme SR 2007 - 2018 addition
to investment in primary agricultural productiordgerocessing industry, is also placed on the
support of the environment and disadvantaged ar€he. program also addresses the
increasing economic value of forests, educatiamjdaaping, farms’ diversification into other
activities and support for community developmerite Tural development strategy it is built
on four axes: improving competitiveness for farmamgl forestry, improving the environment
and landscape, quality of life in rural areas anemification of rural economy, LEADER -
improving administration (management) and managéraed mobilization of development
potential in rural areas. The Rural DevelopmengRmmme SR 2007-2013 (RDP 2007-2013)
- Project measures RDP 2007-13 covers the wholiotsr of Slovakia and is implemented
by PPA in particular by Council Regulation (EC).98&005 on support for rural
development by the EAFRD and by Commission Reguia(EC). 1974/2006 laying down
detailed rules for the implementation of RDP meesuiThe implementation of the PPA
program began in 2008. By 31 12. 2009 calls had lleelared for grant applications for all
the provisions of this program. Within the 14 c&l832 projects were received, of which
2,562 were approved for a total amount of publipesditure 868 001 thousand euros, which
represents more than 66% contracting of the linoftsavailable project means (excluding
technical assistance). By the end of 2009, 1541 Heamh completed and payments of EUR
256 507 thousand of public expenditure had beenemddder RDP 2007-2013, ongoing
multi-year measures under contracts concluded utideRDP 2004-2006 are financed. In
2009, the RDP 2007-2013 in the framework of theoomgy measures paid out 113 180
thousand euros of public expenditure (1534 paymemd therefore the total sum paid out of
public expenditure in 2009 was 369 687 thousandseur

Data on the number of small and Medium enterpreaggported in 2009 through the
measures of the Rural Development Programme 2003;2h which the category of
enterprises is followed are given in Appendix BblEa 2.

The Overall objective of the Operational Program Fisheres SR 2007 - 2018 based

on the National Fisheries Strategic Plan 2007 328dproved by Government Resolution No.
933 of 8 November 2006. The program was approvedidoess the strengths and weaknesses
in accordance with the principles of sustainableetment of the Common Fisheries
Policy. It complements the strategy for rural depehent, agricultural, food and forestry
sectors described in the National Strategic PlarRiaral Development for the programming
period 2007 - 2013 and developed in the Rural Dgpraknt Programme of Slovakia for the
years 2007 - 2013 co-financed by the European Aljual Fund for Rural Development.

66



Overall it builds on the National Strategic Refaeri-ramework for the years 2007 - 2013,
which is based on operational programs financedhieyEuropean Regional Development
Fund, Cohesion Fund and European Social Fund. Tdie objectives of OP Fisheries SR
2007 - 2013 include: modernization, innovation aestructuring of aquaculture, enhancing
the competitiveness of enterprises processing Hesheroducts and of aquaculture with
emphasis on promoting the processing of domestidymtion and market development in the
fisheries sector. OP Fisheries covers the entirédey of Slovakia and as of 31 12. 2009 1
call to receive applications for grant applicatitad been declared, covering two measures. In
total 37 applications were received of which 5 wprejects under the technical assistance
measure. By the end of 2009, 35 contracts were deglafor the total amount of public
expenditure of 4 429 thousand euros.

Data on the number of SMEs supported in 2009 faxsuees in the Fisheries Operational
Programme 2007-2013, which follows the categorgmterprises, are listed in Appendix B,
Table. 3.

5.6 Ministry of the Environment of the Slovak Republic

The Ministry of Environment of the Slovak Republic (MEn SR) is the central authority
of state administration of the Slovak Republic fine creation and protection of the
environment, including wildlife and landscape comagon, water management, flood
protection, protection of water quality and quanténd its rational use, fisheries, protection
of air, ozone layer and climate system of the Eatlvironmental aspects of land planning,
waste management, environmental impact assesspnewigling a unified information system
on the environment and general monitoring, geokdgiesearch and exploration, conservation
and regulation of trade in endangered species lof fauna and flora, genetically modified
organisms.

Promoting Small and Medium Enterprises is withire tthapter of The Ministry of
Environment of the Slovak Republic realized onlyrbgans of projects financed from the EU
means and co-financed from the Slovak Republic.

In 2009, the Ministry of Environment through the édgtional Programme Environment
supported the private sector (small, medium argklanterprises) through three schemes: The
scheme for the improvement and development ofstrinature for atmospheric protection for
the program period, the state aid scheme to prtiecenvironment in the area of protecting
the atmosphere, and to minimize the adverse immdiatBmate change for the programming
period (group exception) and the Scheme for therongment and development of waste
management infrastructure for the program periealy 2007 to 2013).

Under the state aid scheme for the improvementdandlopment of infrastructure for the
protection of air, 4 SME projects were supportethviinds totalling the sum of 7 037 214
euros, and under scheme for state aid for the wepnent and development of waste
management infrastructure 26 projects totallings86,775 euros were supported. In 2009,
the Environment Fund gave support in the form ahkto three projects for a total of 3 135
446 euros and in the form of grants to 4 projentiglling 260 548 euros.
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5.7 Ministry of Education of the Slovak Republic

The Ministry of Education of the Slovak Republic (MEd SR)is the central authority of
the state administration of the Slovak Republic foimary schools, secondary schools,
universities and colleges, school facilities, lideg learning, science and technology, state
care for youth and sport. For the mediation of fitial support it has established two
agencies, namely:

The Ministry carries out state support for reseasstd development by means of
programmes announced by the Agency for the SuppbriResearch and Development.
Support using resources from the Structural Futitds Qperational Programme for Education
and the Operational Programme for Research andl@mwent) are provided by the Agency
of the Ministry of Education of the Slovak Repul{MEd SR) for the Structural Funds of the
EU. In 2009, the section for science and technolafgylEd SR provided subsidies totalling
1,285,088 euros to five entities from the stategetidinder 83 paragraph 1 part a) of the Law
on stimuli for R & D. No. 185/2009 and the amendimainLaw 595/2003 on Income Tax,.
These are projects with a solution period of 3 year

5.7.1 AGENCY OF THE MINISTRY OF EDUCATION OF THE SLOVAK
REPUBLIC FOR EU STRUCTURAL FUNDS (AMEDSFEU)

The agency's main task is to organise the prockssygementation of aid from EU
structural funds for the program period 2007 - 2003 agency performs the function of an
intermediate body under managing authority, i.eaitries out activities in the range of tasks
delegated by the Ministry of Education as the MamggAuthority for the Operational
Programmes of Education and Research and Develdpmen

The Agency's objective is to ensure a continuoosgss of receipt, evaluation, financial
management and monitoring of projects so that tiveplementation is carried out in
accordance with the schedule and so that fundgh®rprogram period 2007 - 2013 are
exhausted to the greatest possible extent.

The agency of MEd SR for EU Structural Funds angedna call for applications for
grant assistance (NFC applications) aimed at eagmgy SMEs within the Operational
Programme for Research and Development - undemsxhe support R & D / state aid
scheme. These are the following calls:

Call OPVaV — 2009/2.2/03-SORCentitled "Support for applied research, developgmen
and technology transfer”. The date of the call &pplications for grant assistance was
28.04.2009, the deadline being 10.8.2009. The totalunt of finance allocated for this call
was 40 million Euros. The number of approved gapylications was 32 and the approved
volume of grants was EUR 38 443 905.46.

Call OPVaV — 2009 /4.2/03 — SOR@ntitled "Support for applied research, developmen
and technology transfer”. The call was announced®®94.2009 and the closing date for
application under this call was 10.8.2009. Theltataount of finance allocated for this call
was 20 million Euros. The number of approved geapylications was 16 and the approved
amount of grant was EUR 18 448 522.54. The placenpfementation of the projects is
Bratislava Region.
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Call OPVaV - 2009/2.2/05-SORntitled "Supporting the development of researuh a
development centres”. The date of the call for igpgibns for non-repayable grant was
21.12.2009 and the deadline was 19.04.2010. Tl aotount of finance allocated for the
call is 45 million Euros.

Call OPVaV — 2009/4.2/05 — SOR@ntitled "Supporting the development of research
and development centres. The call was announced®1ob2.2009 with a deadline of
19.04.2010. The total amount of finance allocatadtlie call is 25 million Euros. The place
of implementation of the projects is Bratislava Reg

Financial assistance under the above mentioneteolgals is designated under the scheme
for individuals or legal persons authorized to dsibess in accordance with § 2. paragraph 2
of the Commercial Code, registered in Slovakia, amdich carry out research and
development and planning to carry out individuglety of eligible projects.

The Agency of MEd SR for EU Structural Funds anmmaaha call for grant applications
aimed at supporting SMEs in ti@perational Programme Education (the "de minimis aid
scheme") this involves the following calls:

Call OPV - 2009/2.1/01-SORCQCentitled "Support for training in selected sectors”.
The date of the announcement of the call was 12089 and the closing date for receiving
applications for non-repayable grants was 13. 0092 The total amount of finance allocated
to the call was 7.5 million euros. Within the frangek of this call 20 applications for grants
were registered. The selection panel recommendedpproval of 9 projects with a grant
volume of 3 575 791.11 euros.

Call OPV — 2009 /4,2/02-SORO “Promoting continuingeducation in selected
sectors. The call was declared on 12 8. 2009 and theirfpdate for receiving applications
for grant assistance was 13.10.2009. The total atofufinances allocated for the call was
500 000 Euros. Within this call, 2 requests weigstered for the NFC. The selection panel
recommended approval of 1 project with a grant mawf 436 048.10 euros. The location of
the project was Bratislava Region.

Eligible applicants under these calls are natunal legal persons authorized to conduct
business under § 2. paragraph 2, points a) & hefCommercial Code, registered in the
Slovak Republic, which meet the definition of micsmnall and medium enterprises given in
the text of the call and who are planning to cauyindividual types of eligible projects.

5.7.2 AGENCY FOR THE SUPPORT OF RESEARCH AND DEVELOPMENT
(ASRD)

The agency's main objective is to promote cuttidgeetheoretical and applied research
and development in all fields of science and tetdmo carried out by public sector,
universities, business sector and the non-profitosen the programs of the Agency. Support
for research and development is carried out throtegearch and development projects,
chosen by the agency authorities in an open teadieounced by the agency. Research and
development projects are submitted by residentl legaatural persons. The basic starting
point for promoting research and development isgbality of project proposals. Another
objective of the agency is to stimulate participatdf research and development entities in
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Slovakia in international and European programnres iaitiatives, as well as to promote
bilateral and multilateral co-operation in the areéscience and technology.

The recipients of the grants are: the organizatmithe sector of universities, research
and development state sector, research and develdpthe business sector, non-profit
research and development sector and natural pedsang research and development under
the Trade Act. The assessment and funding for gigtarting in 2009 is as follows:

General call 2007, 2006, 2005the target group is the submitters of individualjects in the
areas of theoretical and applied research and a@ewvent. During 2009, the Agency funded
ongoing projects under the general calls. Finarstglport in 2009 for ongoing projects (in
thousands of euros) was as follows:

- GC 2005 - 491.70 Eur

- GC 2006 - 4 902 Eur

- GC 2007 - 17 315.90 Eur

The agency prograrto support of research and development in small andnedium
sized enterprises "(VMSP 2009} aims to stimulate innovation in SMEs by suppuyttheir
own research and development or the transfer oh ssmutions from research and
development organizations. TlH@all for VMSP 2009 — The window for submission of
applications was from 15.1.2009 to 16.3.2009. Altaf 168 applications were submitted,
and 34 applications were excluded during the foramal technical control. The period for the
beginning of the project was September 2009. Tked tmumber of funded projects was 94
and the amount of the funds provided was 15 473B¥#6s. The average amount of funding
per application was 164 610 Euros. The averageeptage (ratio of number of projects
funded to the number of the projects submittedhecall VMSP 2009 was 60%.

In 2009 a call was declared for the program "Pramgotesearch and development in
small and medium sized enterprise¥ MSP 2009-II / aimed at supporting start-up and spin-
off companies, which aims to stimulate innovation gromoting their own research and
development. This call corresponds to the effortreate a favourable environment for the
creation of technology incubators, which shouldateea supportive environment for small
Enterprises of the start-up and spin-off types. Wirelow for submission of applications was
from 30.09.2009 to 30.11.2009. The total numbeamslications submitted and considered
was 43. During the formal and technical controlpplecations were excluded. A total of 36
applications were assessed with the requested d@rbfunds at 3,868,291 euros.

Program "Support for project preparation for the 7t h Framework Programme for
research and development for the years 2007 - 2018PP7RP) — has as its main objective
the encouragement of the participation of Slovatkties in FP7, in particular by promoting
the active participation of the leading Slovak RD&staff in the coordination of FP7 research
projects. In 2009 in connection with the abovenmwrd program the PP7RP agency declared
its third call for applications for registration darreimbursement of expenses for the
preparation of projects under the 7th FrameworlgRmmme of the European Union - PP7RP
2009 (20.3.-31.12.2009). A total of 46 applicatioveyre submitted, of which 2 requests were
eliminated by the formal commission. The amounfuoiding required was 73 366 Euros (for
applications received by 1.9.2009). In 2009 15 iappbns were supported (applications
received by 1.9.2009) and the number of claims pak009 was 13. The amount of approved
funding was 57 093 euros and the amount of monelywas 53 225 Euros.
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The provision of financial support from public fuisndo Enterprises (aid) serves to
promote the efficient recovery process of resealioking research to the market and the
resulting economic and social development of thenty. It contributes to increasing the
competitiveness of enterprises, increasing thesdpction and the quality of their products
and services, creating new jobs and the like. Tdeney annually monitors the benefits to
each individual implementer of the project throwgimual reports and again three years after
project completion.

Overall, in 2009 state aid was provided to 120 Emises and the total amount of state aid
was 9 431 539.11 EUR (the proportion of Communiimds was 0%). In comparison with
2008 (201.191 million Slovak Crowns) this is anrease of 41.22%. This increase was due to
grant aid financing of new projects approved urttiercall for applications for "Supporting
research and development in small and medium snézgtprises” in 2009. State aid granted
under the state aid schemes is 98.69% of the #adagranted by the agency (one case of
individual state aid).

State aid granted to SMEs constitutes 92.25% ofdta¢ state aid granted in 2009 by the
Agency.

State aid provided through the scheme for the resg@digible under Article 87 (3) (a) of
the EC Treaty (SK02 Western Slovakia, Central Stav&K03, SK 04 Eastern Slovakia) is
54% of the total aid provided through the schenstate aid granted through schemes for
regions eligible under Article 87 (3) (c) of the H@eaty (SKO1 Bratislava region) constitutes
46% of the total aid provided through the schemes.
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6 Evaluation of support programmes implemented by
NADSME

6.1 NADSME as an implementation agency for structural inds

The National Agency for Development of Small anddiden Enterprises plays a role of
the Intermediary body under the Managing Authooityhe Sectorial Operational Programme
Industry and Services (SOP IS) and for the Oparati®®rogramme Competitiveness and
Economic Growth (OP CaEG) based on the Contracdeegation of power from the
Managing Authority (the Ministry of Economy of ti8tovak Republic) to Intermediary body
and carries out the call process, evaluation, implgation, financial management,
monitoring, and inspection of requests for provisad non-returnable financial contributions
(NFC) within these operational programmes.

6.1.1 SECTORIAL OPERATIONAL PROGRAMME INDUSTRY AND SERVIC ES-
MEASURE 1.1

6.1.1.1Measure 1.1 “Support of Development of New and Exig Enterprises and
Services”SOP IS Call — 2004 — 1.1 dated 15 June 2004, Cod&11010-041 (state
aid scheme)

With regard to the finalization of the programmerip@, all project activities under
contract conditions within individual projects wdneished already in 2008. All beneficiaries
of the state aid submitted the Final application payment along with the Report on
finalisation of the project implementation and alf 50 projects were successfully
implemented and completed in the total amount o€EN& 805 268.10 euros. At present all
projects are in the process of monitoring.

6.1.1.2Measure 1.1 “Support of development of new and exiag enterprises and
services” SOP IS Call — 2006 — 1.1, 16 August 20@ode: 1111015-061 (de
minimis aid scheme)

In 2009, due to extension of the programme till BMe 2009, within de minimis aid
scheme, further 23 beneficiaries were supportech fitee standby package in the amount of
NFC 1 512 976.65 euros.

As to 31 December 2009, all projects were impleeend completed. Final balance of

the projects supported in monitored period withia ramework of de minimis scheme is 217
in the total amount of NFC 17 809 222.91 euros.

6.1.2 SECTORIAL OPERATIONAL PROGRAMME INDUSTRY AND SERVIC ES -
MEASURE 1.2

6.1.2.1Measure 1.2 “Support of Building and Reconstructionof Infrastructure”; SOP
IS Call — 2004 — 1.2 dated 7 April 2004, Code: 11021

72



Within the Call for support of building of incubasothe Agency supported 6 projects
(NFC 4 859 103.34 euros). In 2009 only monitoringswcarried out, as all projects were
completed in 2007.

6.1.2.2Measure 1.2 “Support of Building and Reconstructionof Infrastructure”; SOP
IS Call — 2004 — 1.2, Code: 1111027-051

Implementation of the National Project “The SetafpNetwork with Information Link
among Science, Academic, and Specialised Libranekjding their Modernisation” is a part
of the Measure 1.2 SOP IS “Support of Building &&tonstruction of Infrastructure”.

Its goal is to modernise and interconnect scieacademic, and technical libraries with
business practice. At the end of the monitoredogethe amount of contracted NFCs was
6 304 361.75 euros.

In 2009, we paid the amount of 18 102.30 eurosiénform of refund under the National
Project. The project was completed and now it ivéprocess of monitoring.

6.1.3 OPERATIONAL PROGRAMME COMPETITIVENESS AND ECONOMIC
GROWTH

6.1.3.1Submeasure 1.1.1 “Support of Introduction of Innovdions and Technological
Transfers”

The Call CaEG-111DM-0801 dated 14 July 2008 (de mimis aid scheme)

The aim of the aid is to support the projects g&xlion increase of competitiveness of
existing enterprises by introducing innovative adlanced technologies, the creation of
environment increasing the innovation potential epiterprises in industry and services,
development of ecological production as a necedgitythe preparation of sustainable
development in industry. The aid is aimed at thejgmts in the field of introduction of
innovative and advanced technologies in industd/services, which are focused on some of
the following activities:

- tangible and intangible investments for the purehas innovative and advanced
technologies, machines, devices and equipment,

- tangible and intangible investments for the purehad technologies for effective
evaluation of natural resources with the aim touced negative impact on the
environment.

The process of professional assessment of the stxjdier NFC was completed on
28 January 2009. Subsequently, the evaluation ctienmet and recommended to approve
87 projects. However, as a consequence of lastiogagnic crisis, only 71 contracts on
provision of NFC were signed with entrepreneurs #mel contracted amount of NFC is
9513 225.46 euros. By the end of the monitoredbgde?5 projects in the amount of NFC
3 037 198.54 euros were completed.

Table No. 6.1:
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Financial implementation of Submeasure 1.1.1 “Supp® of Introduction of Innovations
and Technological Transfers”, Call KaHR-111DM-0801py regions

. Amount of Amount of drawn % of drawn
Call Region contracted T Topror
e contributions contributions
contributions
Western 3315 989.38 EUR 1 648 581.58 EUR 49.72
Slovakia
KaHR-111DM- Central 2 607 104.03 EUR 770 027.26 EUR 29.54
0801 Slovakia
Eastern 3590 132.05 EUR 618 589.70 EUR 17.23
Slovakia
Total 9513 225.46 EUR 3037 198.54 EUR 31.93

The Call KaHR-111DM-0901 dated 15 June 2009 (de mimis aid scheme)

Announcement of the call, aimed at the purchaseinpiovative and advanced
technologies, was accompanied by 5 principal chaumgeomparison with the call from the
year 2008 (KaHR-111DM-0801):

- the maximum amount of aid was changed to 500,088seu
- primary wood processing was excluded from the sobplee aid,
- it was possible to implement the project from thg the call for proposal was announced,
- building work expenses were ineligible,
- the requests for NFC were to be filled in by meainthe public section of the ITMS
portal.

September 14, 2009 was set as a deadline for thraission of requests for provision of
NFC under the above-mentioned call. It was necgdsateliver the requests for provision of
NFC in a required time via mail to the NADSME aslivas send it electronically via the
public section of the ITMS portal.

169 requests for NFC were delivered to NADSME beftre deadline, out of which
4 projects were not registered in NADSME, due te f#ct that they were registered in the
ITMS under a different call. 1 request was not eatdd upon the request of the applicant.
The total amount of requested NFC reached the du#6,661,431.80 euros. The reception
was carried out fluently, without any delay.

The process of inspection of formal correctnessraxfuests for NFCs started on
16 September 2009 and was successfully complete$l Dacember 2009. Out of the total
number of 169 submitted requests, 109 met the mexpeints of formal correctness inspection
and were forwarded to professional assessment. Dacémber 2009 the ballot was carried
out as well as the assigning of projects to extand internal evaluators.
The specialised assessment of the requests starté@ December 2009 and the end of the
process was planned for the year 2010.

6.1.3.2Submeasure 1.1.2 “Support of Creation of Jobs thragh Development of
Entrepreneurship”; Call DOP2008-SIP001dated 28 August 2008 (de minimis aid
scheme)
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This Submeasure involves intersectorial cooperatibere:

the Ministry of Economy of the Slovak Republic asamging Authority of the
Operational Programme Competitiveness and Econ@moevth is an aid provider for
activities within the framework of the European Regl Development Fund (hereinafter
referred to as “ERDF*) and NADSME is the Scheme Adstrator and also
Intermediary body under Managing Authority of thepedbational Programme
Competitiveness and Economic Growth

the Ministry of Labour, Social Affairs, and Famibf the Slovak Republic as Managing
Authority of the Operational Programme Employmemdl &ocial Inclusion is a provider
of aid for activities within the framework of theubpean Social Fund (hereinafter
referred to as “ESF") and Social Implementation Age (hereinafter referred to as SIA)
is theScheme Administrator and also Intermediary bodyeadanaging Authority of the
Operational Programme Employment and Social Inctusi

The Social Implementation Agency was in chargeatif administration. All data given in

this chapter are provided exclusively by OP CaEG.

The aim of the provision of aid in the form of thagpport of individual eligible projects is

to increase the support rate for starting entregures) increase creation of jobs,
competitiveness of entrepreneurs, employment aagdtability of employees.

The aid is aimed at the projects focused on sontieeofollowing activities:

construction, extension or reconstruction of openal premises designated for industrial
production, craft production and activities suppythe development of services,
tangible and intangible investments, i.e. purchafsenachines, devices, equipment and
other intangible or tangible assets designatedrnfdustrial production and services, in
combination with the following activities:

creation of jobs or self-employment,

training of employees, self-employers with resgedhe job requirements,

counselling and supporting services necessaryot-sp.

On 18 February 2009, the specialised assessméené oéquests for NFC was completed

and subsequently the evaluation committee met gmuioged allocation of NFC to 108
beneficiaries and another 21 were integrated imcstandby package.

106 enterprises signed the contracts on provisibrNIBC in the total amount of

9672 926.80 euros. By the end of the monitoredogeB projects were completed in the
amount of NFC 281 460.84 euros.

Table No. 6.2:

Financial implementation of Submeasure 1.1.2 “Supp® of Creation of Jobs through
Development of Entrepreneurship”, Call DOP2008-SIP01, by regions

. Amount of Amount of drawn % drawn
Call Region contracted T e
o contributions contributions
contributions
DOP2008-SIP001 | Western 2 206 843.83 EUR 46 065.00 EUR 2.09
Slovakia
Central 2 345 500.52 EUR 159 081.84 EUR 6.78
Slovakia
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Eastern
Slovakia

Total 9 672 926.80 EUR 281 460.84 EUR 2.91
6.2 Programme of education, training, and counsellingdr selected groups
of those interested in entrepreneurship

5120 582.45 EUR 76 314.00 EUR 1.49

In 2009, NADSME implemented the support of thoserested in entrepreneurship by
means of providing the advantaged counselling ashacagional services via cooperating
institutional network, which consists of 11 Regibedvisory and Information Centres
(RPIC), 2 Business Innovation Centres (BIC), 6tRsntact Centres (FCC) and 2 incubators
(PI/TI).

The Centres provided 1 734 information consultaionthe total volume of 1 071 hours
focused on the areas necessary for the start-updamdlopment of business and 2 905
professional consultations in the total volume @3 hours focused on all areas necessary
for the start-up and development of business dietsviFor the purposes of granting the loans,
whether within the financial support scheme or caroal resources, the regional centres
elaborated 1 057 business plans. The Programmecal@red the expenses connected with
organisation of 161 trainings in the total volunfeso461 hours for 3 558 participants. The
organised trainings were oriented on the topicshsas Essentials of Entrepreneurship
or Elaboration of Business Plan. The services \iieamiced from the state budget funds in the
volume of 346 173.16 euros. The Centres helpedttas 3 819 new companies.

Tab. No. 6.3:

Subsidised counselling and training for those intexsted in entrepreneurship within the
framework of the Programme of Education, Training, and Counselling for selected
groups of those interested in entrepreneurship cared out by RAIC/BIC/PI-TI/FFC in
2009, financed from the state budget

Information Professional | Business plans| -
Centre consultations | consultations | and references UENIeE

Number | hours | number | hours number number | participants
BIC/BIC-TI Prievidza 354 | 177 | 562 | 2141.5 341 45 1281
BIC/PI SpiSsk&d Nova Ves| 123 73 248 347.5 44 14 336
FCC Brezno 16 8.5 39 56.5 2 1 10
FCC Leva@a 11 5.5 24 75 6 0 0
FCC Medzilaborce 6 3 9 35 0 0 0
FCC Michalovce 4 2 15 43 1 0 0
FCC Poltar 37 22 30 24.5 0 0 0
FCC Vvdky Krtis 179 |118.5| 292 893 172 0 0
RAIC Dunajska Streda 131 | 87.5| 270 907 130 1 13
RAIC Koméarno 116 | 67.5| 143 345 33 5 79
RAIC KoSice 113 | 63.5| 45 65.5 3 12 201
RAIC Lucenec 107 73 227 579.5 33 19 369
RAIC Nitra 50 29 110 419 23 2 47
RAIC Poprad 9 6 13 15 0 31 643
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RAIC PovaZska Bystrica 93 61 200 645 70 10 186
RAIC PreSov 120 | 62.5| 171 273 3 6 160
RAIC TrebiSov 10 5 27 164.5 9 2 46
RAIC Trertin 237 |188.5] 444 | 1236.5 174 9 131
RPIC Martin 18 18 36 90 13 4 56
Total 1734 | 1071| 2905 | 8356 1057 161 3558

The year 2009 was the second year of monitoringadisfaction of clients with delivered
counselling and educational services. The aim waget the information on the quality of
services delivered by the contracted Centres, wahé service range and fulfilment of
programme goals, obtain a survey on impacts ofptlogramme, verify satisfaction of the
clients, and use and reallocate the programme fafidstively. 73 % of the clients from the
total number of 5 326 were addressed, of which & farticipated in the monitoring of
satisfaction. Evaluations of the clients and shema impacts pointed on excellent results of
the services delivered and effectiveness of thgrarame.

6.3 Support of SMEs by means of incubators

Business and technological incubators form an itambipart of support infrastructure for
small and middle enterprises start-ups. Their mormsss to provide the starting companies,
usually for the period of 3 years from the commemeet of business, with complex support
on one spot and create favourable starting comditienabling the operation of their
enterprise.

The base of services provided is lease of officedypction, and storage premises at prices
lower than usual commercial market prices and atstnation support for the companies (e.g.
providing of conference and showroom premises, agericlerical services, technical
infrastructure and others). Apart from businessnises, the incubators provide their clients
with educational services and counselling (e.gattwa of business plans, counselling related
to acquisition of funds for entrepreneurship, etabion of marketing strategy, mediation of
contacts, and alike). Extent and form of suppotingividual incubators varies depending on
type, specialisation and capacity.

Building of incubators network in Slovakia stari@d2002. By 2009, 16 incubators were
established in various regions of Slovakia with skete budget support, pre-accession Phare
Programmes, and structural funds. Apart from thevabl training (virtual) incubator was
established in Rimavska Sobota, which was clos@d@9®.

Picture: 6.1 Incubators Network in Slovakia
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Handitvi B

Support from the state budget in 2009

In 2009, the Programme “Support of SMEs via thewnet of incubators and
implementation of the research-based spin-off n@tlsupported 5 incubators in the total
amount of 53 598.04 euros from the state budget. rEmaining incubators did not receive
financial contribution, because they achieved profithe monitored areas or the period of
their operation exceeded five years, and thus tekégibility to acquire the financial
contribution expired. The incubators covered with provided financial contributions a part
of operational costs and loss incurred due to prowni of lease for the prices lower than
commercial market prices and due to provision dfittahal services for lessees.

Table No. 6.4:

Overview of funds expended for support of operatiorof incubators in 2009
Incubator City Contribution in EUR
Business incubator Handlova 13 355.27
Incubator Moldava nad Bodvou 9604.43
Technological incubator Prievidza 6 523.21
Technological incubator INOVATECH Sladk@eivo 16 293.30
Technological incubator VTP Zilina 7 821.83
Total sum from the state budget 53 598.04

Business incubator in Handlovéached occupancy rate of 76% as of 31 Deceml@&, 20
of which occupancy rate of incubated companies 87a%. In comparison with the previous
period the number of incubated companies was reddcem 13 to 12, employing
42 employees. Activities/services of the incubathr: courses, counselling for starting
entrepreneurs, e.g. related to income tax returr@oual financial statements, consultations
related to requests for micro-loans and creatiorbuwdiness plans. At the same time, the
incubator leased the premises and technology tabated companies, provided clerical
service and promoted the services offered by tbebator.
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Incubator in Moldava nad Bodvoreached occupancy rate of 55 % as of 31 December
2009, of which occupancy rate by incubated compganwies 100 %. The number of incubated
companies was 11 with 14 jobs created. Adminigtnatf incubator involves 1 person — an
administrator with full-time employment. Activitisservices of the incubator: lease of
premises, promotion of the incubator activitiesrkirng on projects.

Technological incubator in Prievidzaeached occupancy rate of 72% as of
31 December 2009, of which occupancy rate by inmtbaompanies was 85 %. Within the
monitored period the number of incubated compawas reduced to 22 and the number of
jobs was reduced to 98. Activities/services of theubator: implementation of trainings,
providing of counselling for starting companies atie companies in long-term care,
counselling related to provision of micro-loans,rieas project activities and lease of
premises, technology, and classrooms.

Technological incubator INOVATECH Sladkémworeached an occupancy rate of 57% as
of 31 December 2009 (of which occupancy rate bylated companies was 58 %), placed
10 incubated companies with 36 jobs. Activities/sars of the incubator: lease of premises,
lecture halls with equipment, and conference rogmgviding the access to PC room,
counselling and cooperation in creation of busin@aas and in the process of acquisition of
the funds, administration services for incubatednganies, promotion of the services
provided by the incubator. The incubator becameetvark partner of the “Microsoft’s
BizSpark” Programme, which is designed for “stapt.uSeveral meetings, seminars, and
presentations related to entrepreneurship tookepiliadhe incubator. The incubator started
cooperation with Academy of Education in Galantgpadential partner for education and
counselling.

Technological incubator VTP Zilineeached an occupancy rate of 89 % in the monitored
period, of which occupancy rate of incubated conmgsmmwas 84 %. In comparison with the
previous period, the number of incubated compaoiesred to 34 and the number of jobs in
incubated companies to 99. Activities/services loé incubator: lease of premises and
providing administration services, counselling,gmenment in the field of SME, creation of
the project for construction of new incubator bimtfy a member of the first IT cluster in the
Slovak Republic - Z@ICT, a member of cluster inoaubbile industry TPI-TEC, presentation
of companies in the incubator, creation of desigtechnological transfer model at University
of Zilina to prepare the conditions for effectiveomumercialisation of research and
development results, organisation of events fodestts, for example a campaign “Do you
have an idea?” with the aim to address new cli@uisperation in preparing the new selective
subject for the university students “Occupationtr&preneur”.

The number of incubated enterprises is a signifi¢éactor of fulfilment of goals of the
incubators as well as the national programme. A8loDecember 2009 the aforementioned
5 incubators placed in their operational premismgether 89 starting enterprises, which
created 289 jobs. Another 16 workers were emplogetianagement and administration of
these incubators. The average total occupancyirrdiee incubators, to which a contribution
was provided in 2009, was 69 %, of which averagaupancy rate by incubated companies
was 81 %.

Activity of incubators in 2009
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By 31 December 2009, 177 incubated companies,hndreated together 688 jobs, were
placed in 14 business and technological incubatérsother 39 jobs were created in
management and administration of incubators. Awetatal occupancy rate in incubators was
79 %, proving the interest of starting entrepresaarincubator services and importance of
investments for their establishment and operation.
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Table No. 6.5:

Occupancy rate, number of companies and jobs in inbators as of 31/12/2009

e Q Q | o =
=€ S E |sgs| e B2 &3
® > > . Q9 " — — © C
o= 2% e |oco| O% [Ooosg
Incubator S @ ® 8T | 22¢ 5= 68523
— 0 o < o S = 8 © o c s} c ®© = 8
c L 3 3 Z=E S SE 545
= o o) S| 2 g ®
Business Incupator a_nd Technological 1066 866 81% 14 43 >
Centre Banska Bystrica
Incubator Bratislava 197 114 58% 0 0 1
Unlversny_TechnoIogmal Incubator 780 623 80% 12 45 3
STU Bratislava
General Business Incubator Gelnica 2 600 2487 96% b 126 1
Business Incubator Handlova 951 724 76% 12 4% 3
EC|ve_nt|12c-Technolog|cal Incubator X X X X X x
oSice
INKUBATOR MALACKY, Malacky 2412 2002 83% 24 65 8
Martin- Flemish Business and 1075 541 50% 0 0 0
Incubator Centre Martin
City Incubator Martirt X X X X X X
Business Incubator SpiSska Nova Ves, 240 665 90 5 3 0
Part 1
Eginzess Incubator SpiSska Nova Ves, 1233 1037 84% 3 10 0
Incubator House, Moldava nad Bodvpu 735 403 55% 11 14 1
Technological Incubator Centre PreSpv 898 893 99% 2 1 31 5
Business qnd Innovation antr_e - 1084 780 7906 29 98 4
Technological Incubator, Prievidza
Business Incubator Radva 1877 1376 73% 12 76 3
Te}chnol9g|cal Incubator Inovatech 1159 656 5706 10 36 5
SladkovEovo
Science and Technology Park Zilina 77( 685 89% 34 9 9 3
Total 17 577 13 852 79% 177 688 39

* statistical data for these incubators are notlabia

6.4 Micro-Loan Programm

e

In 1997, the NADSME with help of RPIC in Povazsk&sBica, PreSov and Zvolen

started to implement a pilot project, Micro-Loarogiamme, the aim of which was to solve

the problem of access of small entrepreneurs inggm®ns to the funds in the form of small

loans. In 2009, the Micro-loan Programme was shlblemented pursuant to Decree of the

Slovak Republic Government No. 701/2002. It wasigieged for small entrepreneurs
employing less than 50 employees and meeting ahideh of SME on the basis of the
European Commission Recommendation 2003/361/ES.2069, the Programme was
implemented by 15 partnership regional centresggoyg the entire territory of Slovakia.
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At the same time, in collaboration with the Minystf Economy of the Slovak Republic,
the modification of conditions and provisions ok texisting programme was elaborated
further to the task resulting from Decree of thev@k Republic Government No. 141/2009
Article C.3 on use and disposal of revolving fundiier the annotation process, the material
was submitted at the session of the GovernmetteoStovak Republic at the end of the year.

The micro-loan could be used by entrepreneurs dquigition of tangible and intangible
fixed assets, reconstruction of operation premiaesyell as purchase of necessary stock, raw
materials or goods. In 2009, minimum amount of mhiero-loan was 1 659.70 euros and
maximum amount was 49 790.88 euros. The interéstfoa micro-loans was derived from
the basic rate of the European Central Bank, wbi@nged several times during 2009. At the
beginning of the year the interest rate was 4.99.84 at the end of the year it was decreased
to 3.00 % p.a. The maturity period varied from 6nths to 4 years, with the maximum grace
period for the principal instalments repayment ofi@nths.

In 2009, 237 SMEs submitted the requests for pravisf micro-loan, 162 micro-loans
were granted in the total amount of 4 599 938 euFosem the viewpoint of legal forms,
70 micro-loans were granted to the companies wititdd liability and 92 to self-employers.
The average amount of the micro-loan reached 28&88&s. All in all, since the launch of the
Micro-Loan Programme 1 790 micro-loans were prodiohethe volume of 30 208 548 euros.

When implementing the Micro-Loan Programme, its actpon employment rate in the
regions was an important factor. In 2009, 366 j@lese created and another 960 were
maintained thanks to the financial support of thegpamme. Since the start of the
programme, the total amount of 2,897 jobs was edeanhd other 4,792 were maintained.
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Table No. 6.6: The overview of micro-loans providetby individual centres

e M gij rgg?éir\r/uel;grazso%fg
Number | Amount in EUR | Number | Amount in EUR

Fond fondov s.r.o. Bratislava 20 759 068 148 2 931 925
RPIC Dunajska Streda 10 197 241 72 1 231 059
RPIC Komarno 15 315704 132 2 265 416
RPIC Kosice 9 357 590 49 1 288 657
RPIC Litenec 14 320 535 97 1 861 586
RPIC Martin 5 159 744 88 1 441 919
RPIC Nitra 10 266 300 134 1 565 775
RPIC Poprad 12 485 416 26 931 245
RPIC PovaZska Bystrica 13 366 279 192 2518 029
RPIC PreSov 9 268 526 199 3314 964
BIC Prievidza 15 423 380 203 3797 809
BIC Spisska Nova Ves 16 264 413 112 1 568 022
RPIC TrebiSov 6 220914 97 1 666 056
RPIC Tre®in 8 194 828 82 1757 384
RPIC Zvolen * 0 0 159 2 068 702

Total 162 4599 938 1790 30 208 548

The overview of provided micro-loans accordingrdividual sectors, regions, and categories
of the entrepreneurs in 2009 is given in graphs38ahrough 35.

6.5 Venture Capital Funds

NADSME implements the support of growth-orientesibess projects in the form of
a provision of venture capital (an investment itibe equity of a company) through the
specialised daughter company Fond fondov s.r.ooig-dterm mission of Fond Fondov,
S.r.0. is to manage the activity of individualnfis in such a way to stimulate the
development of SMEs at the whole territory of Skigato appreciate the amount of funds
and thus to use profits gained for the implemeanitatif a long-term support of SMEs.

In 2009, the company Fond Fondov s.r.0. manageshtuxe capital funds without legal
personality (Fond Startovacieho kapitalu — the tStprFund, Regionalny fond Startovacieho
kapitalu — the Regional Start-up Fund, Fond INTE@e- INTEG Fund, and Fond SISME —
the SISME Fund) and 3 venture capital funds withlependent legal identity (Fond Seed
Capital, k.s., Slovensky Rozvojovy Fond, a.s.he tSlovak Development Fund, and
Slovensky rastovy kapitalovy fond, a. s. — the 8loGrowth Capital Fund). The set-up of
funds with independent legal identity provided floe entry of institutional investors into the
funds with the aim to increase the amount of fuadsilable for SMEs, the management of
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funds by professional management companies, andiladscoverage of a wider spectrum of
requests for the amount of investment for the taBjéEs.

During 2009, 26 investments in the amount of 13iBidvh euros were made within all
venture capital funds in the portfolio of the NAD&W Fond Fondov s.r.o., and the
investment activity of funds increased significgntl comparison with the year 2008. At the
present period of economic crises, the offer otumencapital helps to finance the perspective
projects of companies that would not otherwise dadised due to a more difficult access to
funds.

6.6 Enterprise Europe Network

Small and middle enterprises are in need of assistavhen placing their products and
services at new markets especially when tryingntooducing their products or services
abroad for the first time. Therefore one of the NBNDE priorities is to assist SMEs with
internalisation and introducticio new markets, whether it is a case of the commowiaan
market or non-EU countries markets. The NADSME é&wkhe participation of the Slovak
entrepreneurs in specialised and sector-orientegearation events. The aim is not only to
present the entrepreneurs at exhibitions and fausgspecially to provide active assistance
when searching for new partners.

The European Commission Directorate-General foreipnise and Industry officially
launched an international counselling network fotre&preneurs calle@nterprise Europe
Network in February 2008. The Network gathers the mosontamt agents from the field of
support of small and middle-sized enterprises, ia#most 570 organisations with
approximately 3000 experienced professionals, whavige their services in more than
45 countries of the world. The aim of Enterprisedpe Network is to provide the small and
middle entrepreneurs with complex and easily adskesmformation, counselling and support
in business, innovations, and research. The sup@iwtork builds on experience of former
networks of the Euro Info Centres (running sinc&7)9and the Innovation Relay Centres
(opened in 1995).

In Slovakia, the Enterprise Europe Network assesiat apart from NADSME, the
following partners under a common project BISS 8loa (Business and Innovation Support
Services in Slovakia): BIC Bratislava, s.r.o. (Biess Innovation Centre), Regional Advisory
and Information Centre PreSov (RPIC PresSov), Sla@hkmber of Commerce and Industry
(SOPK), BIC Group, s.r.o., I-Europa, s.r.o.

NADSME, as a member of the Enterprise Europe Nekyworovided entrepreneurs with
a number of services that can be divided into ¢ilewing three categories:

1. Information, counselling and services for suppdr of cooperation and
internationalisation of SMEs
— informing and increasing awareness on policiegislation, and initiatives of the
European Union aimed at and influencing especsgtiall and middle entrepreneurs,
— providing counselling services and information oppartunities offered to the
entrepreneurs by the common European market ofsyaod services,
— increasing the participation of SMEs in the EU pplcreation,
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— obtaining the feedback from entrepreneurs for thmpean Commission by means of
on-line consultations and panel discussions,
— supporting the development of cross-border actisiind cooperation of SME.

2. Support of innovation, technology and know-howrainsfer
— the dissemination of the information on how to sappmnovations in the EU,
— the support of international, technologically otamhco-operation,
— technology and know-how transfer,
— the analysis of technological situation of entexpsi
— organisation of partnership events in selectednelcigical sectors,
— exploitation of research and development results,
— increase of innovation capacity of SME, includihg establishment of connections to
adequate national and European financial schemes.

3. Services for support of participation of SMEs inthe Seventh Framework Programme
of the EU for research, development, and demonstrain activities (7RP)

In cooperation with national 7RP contact pointstelforise Europe Network provides the
following:

— information and raising the awareness of 7RP,

— identification of research and development needssaarching for adequate partners,

— increasing participation of Slovak enterprises éesgdly SME), universities and

research institutes in European research programmes
— supporting the preparation and implementation d? pRojects.

Information and counselling

In 2009, we received requests for informmaticelated to internal market from
791 companies via e-mail, phone or in person.

Also in the year 2009 NADSME continued in @amgsation of informational seminars and
trainings with the aim to make entrepreneurs fanilith the issue of enterprising within the
EU. Cooperating with our partners, we organizedda@nts of this type in various regions of
Slovakia, which were attended by 739 entrepreneurs.

Articles and newsletter on information on entelipgs events, activities, and databases
were published by the Department of Services for ESMas well as on website
www.enterprise-europe-network.sk. Together with ffeetners of the Enterprise Europe
Network, 17 newsletters were sent. In 2009, moaa th000 articles and 200 notifications on
currently announced tenders and calls for propdsalthe projects were published.

In cooperation with the Office for Official Publitans of the European Communities,
a lot of publications for SMEs were placed at wibgiww.enterprise-europe-network.sk, in
the section “Library*“. They were divided into threategories according to their topic: the EU
legislation and documents; analysis, studies, armhuals; programmes and financing.
Publications were released in various languagdgigflanguages of the EU), in which they
were prepared by the EU offices and institutions.

Database for cooperation among entrepreneurs
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In 2009, NADSME assisted the entrepreneurs in tbegss of searching for cooperation
partners (production, business, and project pasirgr means of the European database and
communication system - Database for cooperation namentrepreneurs (Business
Cooperation Database — BCD), an internal correspocel network, as well as by organising
the participation of the Slovak entrepreneurs tenmational cooperation events. In 2009, 889
offers for cooperation from foreign companies wémanslated into the Slovak language.
Another 4 281 offers were published in the Englesfiguage. All offers were published in
various periodicals as well as at Enterprise Eufdpavork’s website. Slovak entrepreneurs
searching for foreign partners demanded 481comBmimation. The Department of Services
for SMEs provided 43 Slovak entrepreneurs with BE&&vices. 43 profiles of Slovak
entrepreneurs were registered in the BCD Datab&s®eign companies demanded
202 contact information of Slovak companies.

Cooperation events for small and middle entreprenens from all over the Europe

NADSME organised the participation of Slovak entegpeurs in various sector-oriented
cooperation events in the whole Europe, which mdstik place within fairs and exhibitions.
Bilateral meetings of potential partners took plamxording to a timetable prepared in
advance. The registered company representativekeliothe meetings via Department of
Services for SMEs. Subsequently, applications & fbrm of company profiles, under the
respective requirements, were processed by progrvaih generated a preliminary timetable
of meetings. The timetable could be flexibly moetifidirectly on the spot according to other
requirements and possibilities. The participatiomd aother additional services of the
Department of Services for SMEs were provided &phrticipants mainly free of charge.

NADSME participated also in projects, the aim of ieth was the preparation of
cooperation events for enterprises from the machiaad similar sectors, energy industry,
protection of environment and waste managementhé dross-border areas of the EU.
NADSME also participated in international coopeyatevents, such as the International Fair
of Crafts in Celje in Slovenia, WOOD TECH in Brremd the Meeting of Slovak and Czech
Entrepreneurs in Ostrava. In Slovakia NADSME orgediinternational cooperation events
during fairs such as ELO SYS in Tt@n and PRO ECO in Banska Bystrica. In cooperation
with the Slovak Chamber of Commerce and Industryriertin, during International Fair of
Machinery in Brno MSV 2009, the cooperation everdsworganised, attended by 73
companies with participation of foreign entreprasetrom the Czech Republic, Poland,
Austria, Germany, Sweden, and Hungary. All in &ll2009, NADSME assisted the Slovak
companies with organisation of 423 business metivith foreign partners.

Increasing involvement of SMEs in the EU policy cration

One of the main goals of the Enterprise Europe Netwis to inform the European

Commission on the problems of the entrepreneurswutting the EU legislation and the
European Community policies into practice. NADSMBsnone of the contact points where
entrepreneurs could report their problems or remagkated especially to legislation of the
EU business environment. Feedback was receivedomime consultations and panel
discussions. We provided 47 consultations for @néreeurs who were solving problems
connected with incorrect application of the EC laws
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Project “Boosting the Female Entrepreneurship in Shvakia“

The project “Boosting female entrepreneurship iov8kia” originated as a reaction of
NADSME to the specific call for proposals of thergpean Commission “EU Network of
Female Entrepreneurship Ambassadors”. The call pimposals was announced by the
Executive Agency for Competitiveness and Innovatmthin the Framework Programme
Competitiveness and Innovations 2007 — 2013 fontkenber of Enterprise Europe Network.

In cooperation with the Regional Advisory and Imh@tion Centre Presov (RIPC PreSov), the
project was prepared aimed at the promotion of feneatrepreneurship in Slovakia. The
effort to promote entrepreneurship as an oppontunitdevelop female career was supported
by the following associated partners: Top Centruradriikateliek (Top Centre of
Businesswomen), Nadacia Integra (The Integra FdiordeéSlovakia), Materské centrum
MACKO (The Mother Centre MACKO), Ekonomicka univeezv Bratislave (The University
of Economics in Bratislava), Ustredie prace, sogiéh veci a rodiny (The Central Office of
Labour, Social Affairs, and Family).

The aim of the project is to inspire and mat&/the women in Slovakia as well as in the
EU to start their own business by creating a nétvadrsuccessful female entrepreneurs, so-
called Ambassadors. The network in Slovakia inctlu@e Ambassadors who come from
various regions of Slovakia. By their success stotiney will inspire women in their region as
well as in other parts of Slovakia. The target groansists of potential female entrepreneurs,
especially: mothers on maternity leave, unemployesmen, employed women who are
considering becoming independent, and students Aifigassadors should become their role
models and inspiration. By organising seminars anagtings they will encourage them to
change their destiny, make their business dreamm ¢oue and to start their own business.
The Ambassadors will present their authentic ssoaied experience, thus creating the space
for direct comparison of opinions, ideas, and kremgle on entrepreneurship with business
reality and there will be a chance to make contagtis community and institutions focused
on support of female entrepreneurship in Slovakia.

Since its start in August 2009, there has been Ipgblic interest in the project.
37 businesswomen decided to take part in a caltHfernomination of Ambassadors. Nine
Ambassadors were selected and had an opportunitaki® part in an official opening
ceremony of the European Businesswomen’s Netwohkclwwas held with the presence of
the Sweden’s Crown Princess Victoria in October®00 Stockholm. The project and the
Slovak Businesswomen-Ambassadors were introducedheo Slovak public during the
opening conference of “Boosting Female Entrepresteprin Slovakia”, which took place in
November 2009 in Bratislava.

Project “Support of Hungarian-Slovak cooperation beéween SMES”

In 2009, NADSME started the project “Support of iganan — Slovak cooperation of
SMEs” implemented within the framework of the “Hwamg — Slovakia Cross-border
Cooperation Programme 2007 — 2013". The projecfinanced from EU funds. The
Hungarian organisations Theodore Puskas Foundam@hlTD Hungary Zrt are project
partners.

In 2009, during the 4 months of the project implatagon, the website www.sme-husk.eu
was created and launched, being a communicatiotiopta for SMEs. It enables the
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registered users to access the catalogues of fommpanies, filter these contacts on the
basis of pre-entered criteria and subsequentlyezddihem online with a specific offer for

cooperation. In November NADSME together with oartpers organised the first event of
the project, a cooperation meeting of Hungarian @lodak entrepreneurs in Miskolc, where
73 meetings and negotiations were held among 19anies. At the same time, the first part
of the analyses of the economic environment of ¢benmon cross-border region was

elaborated, with the aim of identifying potentiakas of cooperation among SMEs. The
manual “Business in Slovakia and Business in Hwigaas issued in the English, Hungarian

and Slovak languages. The project implementatidhalgio continue in 2010.

Project “Global Education of Entrepreneurs*

In 2009, NADSME started the implementation of thejgct “Global Education of
Entrepreneurs” using funds from SlovakAid, Slovdfical development assistance. The aim
of the project is to overcome the wrong perceptaindeveloping countries by Slovak
entrepreneurs, by means of raising their awareofesisallenges and opportunities offered by
these countries. By organising scientific and gargeeurial conferences with the presence of
many important representatives from Slovakia aminfabroad and by issuing conference
proceedings, NADSME wishes to create a platform tfer exchange and application of
experience and know-how of the relevant participamtd thus increase the public awareness
of less developed countries, focused mainly on SMEs

Since June 2009, scientific and business confeseheee been organised within the
project, attended by more than 150 participantgelis from academia, the governmental
sector (the Ministry of Economy of the Slovak Relpylthe Ministry of Foreign Affairs of
the Slovak Republic, and the Slovak Investment Bradle Development Agency), private as
well as non-governmental sectors, and represeatat¥ individual target countries, actively
participate in three professional conferences pezpiee of charge for SMEs last year:

- Perspectives on Doing Business in India, 23 Ju®® 2Bratislava
- Perspectives on Doing Business in Balkan Peningdkania, Bosnia and Herzegovina,

Montenegro, Macedonia, and Serbia), 28 Septemi, 20tra
- Perspectives on Doing Business in the Europeantgesifirom The Commonwealth of

Independent States (Belarus, Moldavia and Ukrait@&)November 2009, PreSov

The project also included the issuing of conferepoeceedings for every conference
organised.
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7. Conclusion

The submitted report on the status and developwifesinall and medium enterprises in
Slovakia presents a comprehensive insight intatwelopment of the business environment,
of small and medium Enterprises and of their forofs support in 2009, including
identification of current problems along with suggens for their solution.

The Economic Development of Slovakia in 2009 wasketh by significant impacts of the
global financial and economic crisis on the Slowdonomy, which saw a drop in the
economy and growth in unemployment. The gross doomeoduct of Slovakia decreased by
4.7% in 2009, mainly due to reductions in domeaitid foreign demand. Due to the economic
downturn employment decreased in 2009 by 2.8% oninder-year basis. Signs of
improvement began to manifest themselves in theaRl@conomy in the last months of the
year, which was mainly due to increased foreign aminbringing growth in industrial
production.

The consequences of the economic crisis were aksois small and Medium enterprises.
The growth of small and Medium enterprises regesteas legal entities was similarly
dynamic to the growth in previous years, but thenber of individual entrepreneurs (sole
traders) saw an annual decrease of 1%. The shatkeoSEME sector in terms of gross
production slightly increased, whereas it decreaséerms of value added or profits. The fall
in employment was reflected in the category of S§SS as with large enterprises, while the
share of the SME sector in terms of employmenheron-financial business economy also
fell slightly.

The year 2009 was extremely difficult for Slovakirepreneurs, also considering that,
having mastered the difficult preparation for thamgeover to the introduction of the single
European currency, they had to deal with the camseces of economic crisis, which was
expressed in terms of an overall decline in demand revenues, which in turn caused
problems for Enterprises with repaying loans aadilities to suppliers and employees. It also
gradually began to cause a wave of secondary prebleith payments threatening the
functioning of other Enterprises. Slovak banks oesjed to this situation with increased
caution when providing credit resources, which\wassened the access of SMEs to finance.

This time of difficulty for SMEs to gain accessliank financing because of the economic
crisis brings to the forefront the importance of &om European funds for the program
period 2007-2013 for the implementation of invesitmand human resources development
and to increase the competitiveness of the bussessr. To fully exploit this potential it is
necessary to simplify and accelerate SMEs' acaedhese resources, particularly through
reducing the administrative burden, and speedimy ewaluation and actual provision of
funding. The general improvement in access to fieafor SMEs should be helped by the
foundation of the Slovak Guarantee and Developrient s.r.o.., a subsidiary of the SZRB
to implement the JEREMIE initiative and for innavat financing instruments from
Structural Funds in Slovakia.

The economic crisis forced most Enterprises to |éok internal reserves and new
approaches to streamlining their activities. Thoke have successfully managed this process
are better placed to achieve growth again. Achgartompetitive advantage for Slovakia in
post-crisis period and starting long-term and soatde growth can only be achieved by
introducing positive changes in the business enui@nt. One of the preconditions for sound
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economic development of a country is the develogneérsmall and Medium enterprises.
This report also contains comprehensive proposais firther improving the business
environment, aimed at contributing to maintainirige tdynamics of the SME sector in
Slovakia and increasing its competitiveness.
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Appendix A: Charts

Development of numbers of small trade licensees
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Structure of small trade licensees doing business, by type
of business (SK NACE Rev. 2 since 2008)
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Structure of SMEs - legal entities, by size
100% -+

83,0%
82,3%

80% - 02001
2002
m 2003
[ 2004
0 2005
@ 2006
2007
o [ 2008
R 0 2009

]

&

60% -

Shares
R A,

40% -

0

0,

%

20% -

X

3 13,9%

TaTe

X,

..

£,

0%

micro 0-9 small 10-49 medium 50-249 large 250+

Company size

Chart no.6

Numbers of SMEs - legal entities, by sectors (SK N  ACE Rev. 2)

industry |
construction industry |z 7722z

trade [k

accomodation and food service

[

transport, information

trade services

)

other public services

other sectors |2z P 4854

0 5000 10000 15000 20000 25000 30000 35000 40000

Numbers

Chart no.7
Shares of SMEs on employment in selected sectors
0f —
100% 8,01% 8,06% O 250+
29,78% 21,09%
% - ' 34,12% § 50-249
80% 7 | 47,970
W 0-49
» 60% -
% small trade
8 i
B a0% - licensees
21,71% 41,48%
20% -
0% -
industry building w hole trade retail transport market
industry services
Chart no.8

94



Numbers of employees in selected sectors of non-fin ance
business economy, by size categories
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Shares of SMEs on revenues in selected sectors
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Volumes of imports, by size categories
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Production of market goods and services by regions
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Shares of SMEs - non-finance corporations in gross
production (in Euro m)
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Chart no.23

Shares of SMEs - non-finance corporationons on earn  ings
before taxes (in Euro m)
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Gender composition of entrepreneurs by region
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Age structure of natural persons - entrepreneurs
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Birth rate in selected sectors and countries in 200 7 (according
to NACE Rev. 1.1)
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Two years survival rate in selected sectors and cou ntries in 2007
(according to NACE Rev. 1.1)
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Death rate in selected sectors and countries in 200 6 (according
to NACE Rev. 1.1)
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Provided micro-loans by sectors
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Provided micro-loans by regions
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Appendix B: Tables

Table no. 1: The support of SMESs™ export by EXIMBANKA SR

The product structure of export support by banlaotyities in 2009

Export support (in EUR)
PRODUCTS Total of which SME share Oo;)SME in
Bank Guarantees 364 493 639,12 10 643 316,94 2,92
Direct ZMO 118 996 399,48 31 472 539,95 26,45
Direct Loans 50 310 343,49 6 546 193,27 13,01
Refinancing Loans 1357 131 39700 83 351 638,00 6,14
Refinancing ZMO 4 786 106,42 4 786 106,42 100,00
Bill Loans of Receivables 61 426 362,12 29 597 817,90 48,18
Total 1 957 144 247,6 166 397 612,4 8,50

The SITC structure of export support by bankingvéets in 2009

Export support (in EUR)
SITc Total of which SME | 3"2€ 9 SMEn
Raw material 15191 081,74 15191 081,74 100,00
Oils and fats 291 393 023,50 0,00 0,00
Others 63 692 632,65 21 347 484,00 33,52
Foodstuff 97 374 993,23 11 218 025,66 11,52
Chemicals 93 107 254,82 87 392,25 0,09
Industrial products 405 821 272,49 36 759 528,52 9,06
Machinery and equipment 235126 833,29 43 496 522,59 18,50
Manufactured goods 755 437 155|91 38 297 577,72 5,07
SPOLU 1957 144 247,6 166 397 612,4 8,50

The sectoral structure of exp

ort support by bankiciyities in 2009

Export support (in EUR)
SECTORS Total of which SME share Oo;)SME in
Light Industry 429 401 779,88 17571 767,88 4,09
Electrotechnic Industry 142 471 263|35 15 545 503,14 10,91
Woodworking Industry 293 924 704,06 18 796 481,06 6,39
Other industry 80 184 468,95 11 018 855,69 13,74
Chemical Industry 509 548 821,82 2 962 218,7% 0,58
Food industry 96 203 754,23 10 046 786,66 10,44
Construction Industry 35811 953,34 4 083 009,34 11,40
Machine Industry 250 415 338,46 55 392 548,76 22,12
Rubber Industry 81 588,33 0,00 0,00
Metallurgical Industry 90 714 858,00 2594 724,00 2,86
Metal Products industry 128 178,94 128 178,94 100,00
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Retgll trade, except of motof 570 961,17 570 961,17 100,00
vehicles
Wholesale trade 25 725 780,98 25 725 780,98 100,00
Other business services 1960 796,12 1 960 796,12 100,00
Total 1957 144 247,6 166 397 612,4 8,50
The territorial structure of export support by biaugkactivities in 2009

Export support (in EUR)
TERRITORY Total of which SME L %;()SME n
EU 1 750 563 550,53 143 094 023,60 8,17
OECD 48 898 167,15 792 695,15 1,62
Former CIS countries 49 567 813/31 13 059 796,738 26,35
Southeast Asia 18 941 659,30 596 100,3( 3,15
Other countries 22 825 666,02 3678 645,28 16,12
CEFTA 2177 241,99 2177 241,99 100,00
EZVO 60 264 802,00 1 939 204,00 3,22
Near and Middle East 3905 346,43 1 059 905,43 27,14
Total 1957 144 247,6 166 397 612,4 8,50

Short-term insurance - the share of SMEs

Export support — short-term insurance (EUR)
Period Total of which SME SEIE %;()SME N
01 - 03/2009 166 960 826,22 33767 919,19 20,23
01 - 06/2009 324 569 150,81 68 620 781 59 21,14
01 - 09/2009 525 127 845,50 117 276 263,11 22,33
Total year 2009 752 451 189,6 161 234 968,7 21,43

Table no. 2: Data for the measures of the Rural Developmengi@mome 2007-2013, in
which the business category is monitored, in 2009

Number of supported SMEs in 2009 Total
(With approved projects during the year 2009) e
M approved from
easure . Micro Small Medium-sized Other the RDP SR
ota
Enterprises | enterprises | enterprises | enterprises [ 07-13 EUR for
SMEs
1.2 Adding value to the Farm. produg 62 12 18 31 1 60 864 494
and products LH
3.1 Diversification into non-agri. 0
activities
Total 62 12 18 31 1 60 864 494

107



Table no. 3:Data for the measures of the Fisheries OperatiBragramme 2007-2013, in
which the business category is monitored, in 2009

Number of supported SMEs in 2009 Total
(With approved projects during the year 2009) e
approved
Measure _ o from the
Micro Small Medium-sized Other
total _ , _ , FOP SR 07-
Enterprises enterprises enterprises enterprises
13 EUR for
SMEs
2.1 Investments in aquaculture i
q 21 9 7 5 0 2 502 59
2.2 Investments in processing and
marketing of fishery and aquaculture| 9 0 3 6 0 1 383 299
products
Total 30 9 10 11 0 3 885 89
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