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1. Introduction

In relation to small and medium-sized enterprisks, year 2011 meant rather a turning
point. In addition to signs of economic recovergrtigularly the activities at the European
Union (EU) level contributed to it. In February 2Q1the European Commission (EC)
published the document Review of the Small Busietdor Europe, which was intended to
summarise the progress that took place since thgtiath of the Small Business Act (SBA) in
2008. The document raised the need for new tasiswiould relevantly respond to the
challenges and problems arising from the curremnemic crisis, and it also presented
proposals for measures to improve the SBA impleatant. Updating SBA also presented an
innovative look at promoting small and medium-sizsmaterprises (SMEs) reflecting the
objectives enshrined in the EU’s Europe 2020 refstrategy.

Small and medium-sized enterprises are thus getiirilje centre of attention within the
frame of fulfilment of the vision of Europe’s sokimarket economy for the Z2kentury based
on the overlapping of three complementary pricsitie

- Smart Growth » creating an economy based on kng@eledd innovations;

- Sustainable Growth » promoting greener and more petitive economy using

resources efficiently;

- Inclusive Growth » fostering a high-employment emoy delivering social and

territorial cohesion.

The priority given to SMEs was reaffirmed at thédormal meeting of the European
Council on January 302012, at which the opinion was adopted to tacklymith
unemployment by encouraging job creation in snradl medium-sized enterprises.

Another important activity was creating a structofeenvoys for SMEs (SME Envoys).
The structure was created at the conference MolgliSMEs for the Future of Europe, which
took place in Budapest from 24 to 25 May 2011. fdle of SME Envoys is monitoring the
implementation of SBA in individual Member Statesprdinating initiatives and proposing
measures to improve the situation of SMEs. Dire€@eneral of the National Agency for
Development of Small and Medium Enterprises (NADSMiglds the office of the SME
Envoy in Slovakia.

For these reasons, the Report on the State of @mlMedium Enterprises was developed
in such a way that, in addition to statistical dactual data on the development of the SME
sector, it will provide the reader with clear infaation on the steps taken, as well as measures
prepared or proposed in relation to each SBA laciThe aim was to create a document that
will be a good basis for SME support policy makexs, well as the business community,
academics and students.

The introductory (second) chapter of the reporisiedh the development of the business
environment in 2011 from the perspective of SMEgpess. According to the SBA principles,
the various legislative, administrative and insiitnal changes relevant to the SME sector are
described and broken down to those which enteredforce in 2011 and those that were
approved in 2011, but will come into force later.

The third chapter describes the development of SN sector. The chapter contains
information on organisational statistics of entesgs, overview of the development of
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employment, the position of SMEs in the economg,ittvolvement of SMEs in foreign trade,
and regional assessment of the development of SNMa&a on the structure of SMEs
according to the technological level of industi@esl knowledge intensity of services as well
as data on the financial performance of small aratliom-sized enterprises were newly
included in the chapter. More detailed data onifprérade of SMEs in terms of territorial
and commodity structure are given for the firstdinResults of surveys and analyses of the
SME environment carried out by NADSME are also enésd in the chapter.

The fourth chapter contains draft recommendatianstlie development of the SME
sector. The recommendations are divided accordirthe particular SBA principles, and the
recommendations of business organisations ancethdts of studies and analyses conducted
by NADSME within the State programme Monitoring eResearch of SMEs were taken into
account.

The fifth and sixth chapters are devoted to thduaten of individual programmes and
measures to support SMEs. The programmes are dilagendividual providers. The fifth
chapter describes the programmes and measuresnemied by institutions that were active
in support of SMEs in 2011: central public admir@son authorities, institutions and
agencies within their responsibility, and Stateafiaial institutions. SIovSEFF is a newly
introduced programme, which is aimed at supportiregdevelopment of energy efficiency in
the industrial sector and in the field of renewadnergy sources. The sixth chapter deals with
the evaluation of supporting programmes implemebieNADSME.

Following agreement with the national coordinatértlee Enterprise Europe Network
(EEN), information on the activities of the netwarkSlovakia was prepared as a separate —
seventh chapter. As NADSME is part of a consortiimplementing EEN activities in
Slovakia, the NADSME activities within the netwake presented in the chapter.

Evaluation of the status and trends of developroéstnall and medium enterprises is the
basis for the analysis of the state of the busieasgonment in the Slovak Republic, which is
presented annually to the Government of the Sl&epublic in the form of the Report on the
State of the Business Environment in Slovakia imgeof Resolution of the Government of
the Slovak Republic No. 792 of 17 July 2002. Theuwhoent will also be used as a database
for informing institutions of the European UnionEOD, European Commission and United
Nations, and in processing of analyses and studitge business environment.

The Report on the State of Small and Medium Enisgprin the Slovak Republic in 2011
is available to the public via the NADSME website.

Document creators thank colleagues from the govemimorganisations, public
administration authorities, business unions andaaBons, as well as from the non-
governmental sector for their valuable suggestans contributions, without which it would
not be possible to prepare the document in req@icede and quality.
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2. Development of the business environment from the
perspective of SME progress in 2011

2.1 General assessment

Small and medium businesses create an inseparateop each developed market
economy due to their vital role in job creationntdution to the elasticity of the market
mechanism and competitive environment potentiaka@on of an appropriate business
environment is an important factor in the small ameldium business sector development. It
presupposes the simplification and clarificatioregfislation, reducing administrative and tax
burden, strengthening of the support infrastrucand improving of the access to capital as
the basic or additional source of funding.

Given its pro-export orientation, the developmenttlte Slovak economy is largely
associated with the development of the global espndDespite the ongoing uncertainty
regarding the resolution of the debt crisis in Ewo Area, the business sector in Slovakia in
2011 developed under the conditions of the comiguecovery of economic activity.

Due to the lower rate of growth in foreign demaad,well as the decline in domestic
demand, according to preliminary data from thei§taal Office of the Slovak Republic, the
gross domestic product of Slovakia in 2011 recordegear-on-year growth of 3.3%.
Compared to 2010, the growth rate of the Slovakery fell by 0.9 percentage points. The
slowdown of growth in foreign demand was associatgld lower economic performance in
the Euro Area, including our principal trading penrt — Germany, as well as with a lower
economic growth in the Czech Republic. The yeagear decline in domestic demand by
1.5% was associated with a decrease in gross ctap#ation by 2.7%, the decline in the
public administration final consumption by 3.5% atte household final consumption by
0.4%. For the first time, the reached level of ghess domestic product in its absolute value
exceeded the pre-crisis level of 2008.

Continuing recovery of economic activity in 2011spively influenced the situation in
the Slovak labour market as well. According to gerdy corporate reporting processed by the
Statistical Office of the Slovak Republic, the age number of persons employed in the
national economy of the Slovak Republic in 201Xeased by 1.9% (by 40,600 persons) year
on year.The year-on-year growth in the number of employedspns was recorded in all
guarters, but by the end of 2011 the growth ratedradually decreased. After the previous
two-year decline, the employment rate increased @sSlovak industry, mainly due to the
continuing growth in industrial production, whickached 7%. It was, however, by 11.9
percentage points less than in 2010.

In previous years, the Slovak Republic reportecedide in the quality of the business
environment, as reflected in the evaluation of ¥derld Bank and the World Economic
Forum.

The biggest shortcomings of the business enviromnme Slovakia include low law
enforcement, lack of efficiency and transparencpublic procurement and the provision of
subsidies (including structural funds), corruptimmd nepotism, and excessive bureaucracy.
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The National Reform Programme of the Slovak Republi 2011-2014, which was approved
by Regulation of the Government of the Slovak Répuito. 256 of 20 April 2011, brought a
set of measures necessary to improve the situahdnstrengthen economic recovery in the
short term and increase the quality of life in thedium term. It contains the measures that
the Government of the Slovak Republic will implerhevithin the common Europe 2020
strategy and which form part of the two followingeas: the need for fiscal consolidation in
order to improve macroeconomic stability and surcadtreforms increasing economic growth,
employment and quality of life.

According to the Manifesto of Slovak Governmemt,arder to improve the business
environment in Slovakia and become fully competitiattractive and adequate business
partner for investors, the Government of the Slavakublic approved the Draft Policy of the
Government of the Slovak Republic to improve thsibess environment in Slovakia with the
working title “Singapore Project” (approved uponv@mment Resolution No. 486/2011 from
July 6 2011). The project included aiming of tleé\aties of the central public administration
authorities at the improvement of the businessrenment to become one of the most
competitive within the European Union as well asthe world. On the basis of previous
measurements of administrative burdens on busindbe Slovak Republic, which took place
under the Action Programme for Reducing AdministeaBurdens on Business in the Slovak
Republic (approved upon Government Regulation 88/307 of 3 October 2007) between
2009 and 2011, in comparison to other countries,vilume of administrative costs in the
business sector was quantified at the level of BUE billion, representing 3% of GDP. The
Slovak Republic set a target of reducing thesesdmgimeans of specific measures by 25% by
2012 and save EUR 109 million for the benefit af husiness sector. Administrative costs
are only a part of the burdens which the State sapan the business sector. Their gradual
reduction has the potential to develop the econ@uivity of enterprises and attract further
foreign investment based on the good referencaésstfutions such as the World Bank and
the World Economic Forum. The Singapore Projectaios 94 legislative and deregulatory
measures but only a small part of them has alrbady implemented.

Despite certain positive signs since the crisisvben the years 2008 and 2009, the labour
market situation is complicated. The unemploymaite in 2011 remains significantly above
the EU average level at 13.5%articularly in case of young people and lowdskilworkers.
The high long-term unemployment rate signifies thgportance of structural issues and
mismatch between the offered skills and labour etareeds. Positives in the field of
education that would bring better conditions fag tfraduates to succeed in the labour market
could be identified as following: reinforcementtbé English language teaching, better use of
funds in regional education for students from dbci@isadvantaged backgrounds, increase of
the school autonomy, partial reduction of bureaticra education and in drawing EU funds,
improvement of awareness of higher education aedease of the proportion of funding
based on the scientific results. There is stillmofor further measures concerning young
people, as the amendment to the Higher Educatidncéwering a number of measures to
improve the quality of higher education, the prbojet education of the Roma minority in
their mother tongue and the reform of researchifighdere not successful.

1 The unemployment rate according to the Labour F8tawey in 2011, Statistical Office of the Slovak
Republic, http://portal.statistics.sk/showdoc.da?de35596
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No specific measures were adopted to solve thelgmobf long-term unemployment and
to improve the targeting, designing and evaluatbactive labour market policies. Support
for active labour market policies was mainly praddto the new self-employed and, as
employment incentives, to businesses and job seekemile direct job creating was at
decline.

The reform of the Labour Code came into force ipt&mber 2011 and it introduced the
options which would stimulate job creation, suchspkt jobs, flexible work organisation and
other tools to ensure greater flexibility for emy®os, who can dismiss employees easily, but
also adequate protection of employees. Howeverrdalation on the minimum wage was
maintained and the minimum wage in 2011 for empsypaid monthly was fixed at the
amount of EUR 317 per month. The lowest leviesnoéls trade licensees have already been
separated from the minimum wage and since Janual(,2he basis for calculating their
contributions to social security and health insaeasystem has not been the minimum wage.

Relatively high values of public administration idgs and debt growth led inevitably to
the need for consolidation. The planned deficiuadn from 7.8% in 2010 to 4.9% in 2011
required more measures on income tax, value addedxcise taxes, and reimbursement of
travel expenses, which led to the decrease in iecain employees, entrepreneurs and
businesses.

In accordance with the recommendations of the Ah@uwawth Survey (published by the
European Commission, setting out priorities forrexuic and budgetary policies and reforms
to boost growth and employment in accordance wigh $tability Pact and meeting the
objectives of the Europe 2020 strategy), restmdion early retirement were introduced and
further measures within the continuously fundedwesd! as funded pillar of the pension
system were taken to ensure its long-term sustgityab

Since January 2011 quite extensive legislative gbanon social security and health
insurance system have occurred, which, in the lang are to create conditions for the
synchronisation of the health, social and tax sydteat is essential for a smooth transition to
a “single collection point” — the UNITAS projecth@ joint collection was aimed to simplify
and reduce the administrative burden connected thighunification of tax, customs and
social security and collection of levies to theltleasurance system and the payment duties
of the payers and insured persons. These measouést aso effectively reduce the cost of
achieving discipline in paying taxes, and they wie precondition for resolving fraud and
tax avoidance. Planned major reform of the tax lang system, which aimed primarily to
increase the efficiency and reduce the adminisgdiurden on subjects, was suspended after
the fall of the Government in October 2011.

Research and development intensity in the Slovaka@uy is given by low levels of
public and private investment in research and dgweent. Adequately skilled manpower
which could invest in the respective industrieswork for them still remains the basic
precondition for building the innovation capacity Blovakid The quality of research
activities would be increased by introducing traarept mechanisms of evaluation of higher
education and research institutions and by thecation of funds to the institutions focused

2 Assessment of the National Reform Programme an&tidaility Programme of SLOVAKIA for 2012, p. 22,
European Commission, Brussels, 30 May 2012, SWRZAPB26 final
http://ec.europa.eu/europe2020/pdf/nd/swd2012 slokia sk.pdf
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on excellence and meeting international benchmaskgen those facts, in 2011 Slovakia
adopted a comprehensive strategy for science, témim and knowledge economy — Minerva
2.0, within which a whole range of measures to muprthe quality of higher education and
research was proposed.

The reform of research funding was successfullynéefin July 2011 in the Update of the
Long-Term Objective of the State Science and Teldgyo Policy until 2015 (Phoenix
Strategy). Its aim is to establish a transparestesy of institutional and grant funding for
research and development. The first action plameasures that could be implemented in the
current legislative environment was developed itober 201

In 2011, the functionality ofingle contact point(hereinafter referred to as “SCP”)
services in the network of trade licensing offieess extended and several key measures to
reduce the administrative burden when startingsaniess as well as in the course of business
were taken. Completion and operationalization & $CP will improve communication of
natural persons and legal entities with the Statk Gontribute significantly to the business
activity of providers of domestic and foreign sees. By removing the unnecessary red tape,
the administrative cost of businesses was reduwesl énabling them to focus resources on
productive business activities and expansion af getablishments.

Availability of e-government services for businesse gradually improving. Legislative
regulation of tax administration responded to teeeliopment of electronic communication in
society by introducing electronic services providadthe tax administration by tax and
customs authorities. Creation of the financial adstiation built on electronic
communication will reduce the administrative burdentaxpayers and significantly simplify
fulfilment of their duties.

Development of electronic communication resultedtle introduction of electronic
services which, in the field of local taxes, canpbevided even by municipalities. However,
the availability of e-government services for @z is still relatively low. Functional e-
government would provide entrepreneurs with acteggormation and services, whereas the
most significant benefit is the reduction of admirative burdens for individuals and
businesses in communication with the public adnrat®n authorities and the increase of its
transparency.

The e-government services to facilitate business2@il1l were characteristic by a
predominant proportion of informative services pded particularly on websites of various
public administration organisations. In Decembet@®0a new website of the Central Office
of Labour, Social Affairs and Family was launchedhere all the information necessary for
the application and submission of the legally resgphlinformation in accordance with Act No.
5/2004 Coll. on Employment Services (e.g. samplen$y procedures, sample projects,
activity checklists, etc.) is published, and itgukar updating is ensured. The National Labour
Inspectorate has put on its website a sample atiicprocess for education and training and
all the necessary information for applicants, anduees their updating in accordance with
Act No. 124/2006 Coll. on Safety and Health Protectat Work. A higher level of
computerisation characterised by available comnatioic and transaction functions of the

3 Information on the implementation of the Nationa&ff&m Programme of the Slovak Republic for 20114£01
Ministry of Finance of the Slovak Republic, Decembgél11
http://www.rokovania.sk/File.aspx/ViewDocumentHtM#ter-Dokum-141056?prefixFile=m_
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provided services, i.e. the services with highetealdvalue, was largely missing throughout
the entire public sector.

Based on the survey of the opinions of small andiome-sized enterprises on the quality
of the business environment in the cities of thev&k Republi& only 5,7% of small and
medium-sized enterprises (hereinafter referredstOSMES”) are entirely satisfied with the
conditions for business and a little more are nyasditisfied (17,9%). The largest percentage
of respondents (29,7%) is half-satisfied. Withie turveyed sample 7,8% of SMEs were
entirely unsatisfied. Approximately 39% of responmtdethought that the local authorities
require unnecessary visits, of which 22,3% werepetaly convinced of it. On the contrary,
34,5% of SMEs are not of that opinion at all. Uressary visits to the authorities are most
common in entrepreneurs in the field of financiall @usiness services; however, in the
hospitality sector and industry, it's not a biguss

Problems relating to public procurement persistpidesthe recent adoption of several
measures to increase transparency of the publicuprment and the judiciary. In addition,
there still remain deficiencies in functioning otulpic institutions and the business
environment: the political cycle has a significanpact on staff turnover, a clear framework
to guide the lobbying activity is missing, and wadlveloped capacity for making the policy
based on facts is not implemented.

The conditions for reversal of the negative trefidi@epening mistrust in the judiciary,
preventing political interference in the judiciaagd strengthening its independence have been
created gradually. In accordance with the recommima of the European Commission
concerning the public administration and the juhgifor 2011, a number of measures, which
significantly improved the transparency of the giai system, was taken. Since January 2012,
based on the adopted rule of law, all judicial dgiecis in civil, commercial and criminal law
matters have to be available on the Internet. hit@d, from May 2011, the procedure of
accepting new judges is more transparent, andests of work of judges are taken into
account as well. Judicial proceedings, howeverstlle€oo long and expensive. Increasing of
the demands on the value orientation of judges rante measures with immediate effect
would help to increase transparency, improve thaditguof decisions of the courts and reduce
corruption in the judiciary.

Provision of investment aid has become more efiicé® that the support will be focussed
on projects in regions with the highest unemploytmate. The Government of the Slovak
Republic will make providing investment aid morevantageous for those investors who will
implement their investment in areas with a high mpleyment rate. In addition, the
investment aid will be differentiated accordingthe added value implemented by supported
foreign investors.

Rules for transparent and cost-effective managemieptiblic property and public funds
were introduced. Contracts of organisations ofpthielic administration and municipalities as
well as contracts involving public funds will conmgo effect only the day after their release.
Since January 2011, the public procurement in thiglip administration sector is realised
mostly through electronic auctions.

* Data collection was conducted on a sample of 3,3d&spondents from self-employed and
entrepreneurs, and ran from October 2011 to mid Janary 2012. The survey was carried out by
the agency Smart Choice, s.r.o..

http://www.nadsme.sk/files/Prieskum_PP_zav_spravadi
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The Public Procurement Act amended and supplementediprii 2011 should have
positive impact even on the quality of the busireasaronment in Slovakia. The efficiency of
public procurement should increase, which would eaa decline in prices to be paid by the
organisations of the public administration. Thus efficiency of the public sector should
enhance, the degree of competition and transpareioyld increase and the potential for
corruption in public procurement should be reduddte amendment is now implemented in
the form of the mandatory use of electronic audtidn certain public procurement
procedures, which caused significant reductionatfomal limits for often abused subliminal
contracts.

Transparency and quality of the business environmas significantly enhanced since the
introduction of the electronic Commercial Journal Uuly 2011, which provides
comprehensive information on entrepreneurs in eait form, especially on the entries in
the Commercial Register, on bankruptcy entries, @wmtuments concerning specific
entrepreneur. It also provides data on businegsg®ther legal entities and natural persons
(foundations, civic associations, non-profit orgations, non-investment funds), especially
financial statements, entries into liquidation, mg@ment reports, announcements by security
issuers, specifications of disbursement of incomeand information issued by the public
administration authorities for businesses, inclgdisimple search for legally and
economically relevant information.

Measures for public reporting, such as puttingeleetronic central register of contracts
into service and implementation of the obligatowplshing of orders for goods and services
and of invoices for goods and services, shouldese transparency and control of public
expenditure.

In 2011, implementation of operational programmes &orizontal priorities of the
National Strategic Reference Framework for 200732f8ceived increased attention of the
public interest, not only because of addressingeisselated to the impacts of the global
economic crisis on the Slovak economy, but alsabge of the political changes in 2010
reflected in the Manifesto of the Government of 8tevak Republic for 2010-2014, in which
the Government of the Slovak Republic unequivocdkglared its intention to introduce a
simplified and transparent access to EU funds aaetase the control of their use. 69 specific
tasks for individual subjects involved in the implentation of the structural funds and the
Cohesion Fund as defined in the document “Issudéspliementing Operational Programmes
and Horizontal Priorities of the National Strategleference Framework” approved by the
Government of the Slovak Republic in May 2011 (Goweent Resolution No. 323/2011 of
18 May 2011) should facilitate the implementatiowl anake drawing of allocated funds more
efficient.

The dominant part of the Government’'s economidcgalo support economic growth
must be effective export policy, which must haves tambition to contribute to the
competitiveness of domestic firms and promotiotrade and economic interests abroad. The
key actor in the institutional sector is the Minysbf Foreign Affairs of the Slovak Republic
(MFA SR), which, in line with the Competence Ad,to represent the interests of trade and
export policy of the Slovak Republic abroad. Upba transposition of trade and economic
departments (TED) of embassies from the structiitkeoMinistry of Economy of the Slovak
Republic (MoE SR) to the structure of the MFA SBoreomic policy abroad has strengthened
from 1 January 2011. The above mentioned competehaage made space for closer
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cooperation of diplomacy and the business seatorerisuring the integration of political and

economic activity of the Slovak foreign service andre efficient management and use of
financial and personnel resources. On the othed,haifter the transfer of competencies the
cooperation of the trade diplomacy with other tnsibns to promote exports, particularly in

the Ministry of Economy of the Slovak Republic (SIER Slovak Innovation and Energy

Agency, NADSME), has not been solved systematically

The importance of exports for the Slovak econonmgessarily requires the support of the
exports at the level of the State participatione Thaterial Export Promotion in the Slovak
Republic for 2011-2014, prepared in 2011 by the isig of Economy of the Slovak
Republic in cooperation with the Ministry of Foreig\ffairs of the Slovak Republic, is to be
the basis for medium-term support of Slovakia’'s@kplevelopment to setup the system of
the State support of the export. In line with tlen{European strategies, the purpose of the
export promotion is creating a stable pillar supipgran active foreign trade policy of the
Slovak Republic focused particularly on the develept of Slovak exports, promoting the
competitiveness of Slovak companies in the intésnat markets as well as trade and
economic interests of Slovakia in the EU and pretenon-EU territories. In the commenting
phase, the material was suspended on the grourite tansfer of the date of its presentation
to the Government.

In addition to information, counselling and medatiservices of business and economic
departments of embassies, the tools of the prorexpolicy — increasing the export
performance of the Slovak economy — were conceadrptimarily in the area of credit and
insurance services of the EXIMBANKA SR and the @lovGuarantee and Development
Bank, the support of innovation and competitiven@&8DSME, SIEA), foreign incentives
for direct foreign investment (MoE SR, SARIO), nilakeral liberalisation of international
trade and facilitating access to markets, econgmaenotion of the Slovak Republic, and
presentation of business opportunities abroad.dlieet support for export-oriented activities
of Slovak businesses was focused on the interraltiexhibitions and fairs, and due to the
extraordinary effectiveness of this tool for thegest promotion, the funds allocated for its
implementation are rising. If back in 2010, EUR 3RA6usand were provided to fund official
participation in international exhibitions and &im 2011, it was 392 thousand. Compared to
2010, in 2011 the support of the Slovak companeagorts through banking and insurance
activities of the EXIMBANKA SR was higher by EUR B2million, i.e. by 1.0 %.

Venture capital in Slovakia has still not been vengaged, however, there was paved the
way for greater use of that form of financing bytrepreneurs. In August 2011, the
implementation of the JEREMIE (Joint European Reseal for Micro to Medium
Enterprises) began, which is a financial instrumémt supporting SMEs in Slovakia.
JEREMIE resources will be available to SMEs throtighncial intermediaries chosen by the
European Investment Fund (EIF) on the basis ofroig® selection process. EIF launched the
first call for the selection of financial intermadies within the First Loss Portfolio
Guarantees product, which is a guarantee schemerdovide subsidised loans to
entrepreneurs. Financial intermediaries providiogns to SMEs could respond to the call.
EUR 38 million were earmarked from the OperatioRabgramme Competitiveness and
Economic Growth for the guarantee scheme. Thigation should allow for the creation of a
new portfolio of loans for SMEs totalling more thBWR 200 million. In financing SMEs the
selected financial intermediaries will apply thetandard credit rating, which should offer
more favourable credit terms. A call for anotheREMIE product — Venture Capital Tools —
was launched in January 2012.
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Despite the ongoing economic crisis in 2010, teariwas and still is an important
industry of economy of the Slovak Republic. Pattdy, its potential to create new jobs is
very important. It was the crisis that highlightéet need for addressing the tourism system
and the need for support or maintaining domesticism. Introduction of a system financing
of destinations at local and regional level is dlse essential precondition for improving
competitiveness and sustainability of tourism iov@kia.

The Europe 2020 objectives build on the principdéssustainable development (SD)
adopted by the Government of the Slovak Repubtiauiph the document “National Strategy
for Sustainable Development”. A proper tool for i@eing sustainable economic growth is
the application of the principles of corporate abcesponsibility (CSR), which is generally
regarded as a response and effort of the busiredsrsto contribute positively to the
challenges of sustainable development, both ingkiavand abroad. According to the survey,
which was carried out by the FOCUS agency within ReSMESs project (see chapter 6.6) at
the end of 2010, 53% of representatives of theesigst SMESs said that the reason precluding
the CSR application, was the lack of providing imoees for such activities by the State.

Based on experience of several EU countries, thst mignificant positive impact on
quality of life has long been recorded in the coestwhere the central government plays an
active role in the processes of co-ordination, ppbom and establishment of CSR principles.
In this context, European Commission set up a gaduppresentatives of the Member States
of the EU at the high level (EU High Level Group G8R), consisting of representatives of
the European Commission and 27 EU Member States. slibject of its meeting is the
adoption of CSR strategies and the application 8RCprinciples at the EU level and in
Member States.

In Slovakia, the Strategy for Supporting Corpor&ecial Responsibility (hereinafter
referred to as the “CSR Strategy”) was prepare2D8. This document describes a system of
coordination and promotion of CSR principles in tBevak environment, including the
definition of the role of the Government in thatopess, provides a framework of
competencies of stakeholders and proposes acsivitigh positive impact on CSR in
Slovakia. In October 2011, based on the initiabfehe Ministry of Labour, Social Affairs
and Family of the Slovak Republic, the originalsien of the CSR Strategy was updated and
ready for the Government. In the commenting ph#se, material was suspended on the
grounds of the transfer of the date of its pred@mdo the Government.

Chapters 2.2 and 2.3 describe various pieces wdtign and measures adopted in 2011.
In connection with the monitoring of the SBA implentation, the documents are broken
down by each of its principles.
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2.2 The most important legislative changes that caminto force in 2011,
and the measures adopted and/or implemented in 2014 relation to
the particular principles of SBA

First Principle
Enterprise — Create an environment in which entrepeneurs and family
businesses can thrive and entrepreneurship is rewded

- To mitigate the impact of the ongoing economid atebt crisis on the labour market
through amendments to the Employment Services Acinaber of solutions were adopted
which contributed to the maintenance of existingsj@and supported the creation of new
jobs. One of the amendments, which have implicatifmn the help and support to small
and medium-sized enterprises Ast No. 373/2010 Coll. amending and supplementing
the Employment Services Actand amending and supplementing certain acts, whiith
effect from 1 January 2011, ensured the extensioth® effect of one of the major
temporary measures to mitigate the impact of tiedajl economic crisis on employment,
which was an allowance to support the maintenanicgolos (Article 50d) with a
progressive mechanism of the reduced levy burdearfployers by the end of 2011.

- From 1 August 201JAct No. 231/2011 Coll. amending and supplementing cA No.
561/2007 Coll. on Investment Aicand on amendments and supplements to certainaacts,
amended by Act No. 56/2009 Coll. amending and sIpphting certain acts, has made
providing investment aid more efficient to focus gupport on projects in the regions with
the highest unemployment rates. Upon the amendment

- the minimum amounts used for qualifying investmfamt obtaining support from the
State were reduced;

- formal rules that give investors a chance to geipert for their investment from the
government were tightened significantly;

- conditions for granting aid for the creation of ngls (Article 53d of Act No. 5/2004
Coll. on Employment Services and on amendmentssapglements to certain acts, as
amended) in relation to the division of districtg the unemployment rate for the
provision of investment aid as one of the meastwemitigate the impacts of the
ongoing economic and debt crisis on the labour stankhich should help maintain
existing jobs and encourage the creation of new, jalere modified.

- On ' December 2012Act No. 91/2010 Coll. on the Promotion of Tourisntcame into
force, which

- modified the issues of establishing, legal stafingncing and activities of regional and
district tourism organisations and forms of coopera of state authorities, local
municipalities and businesses and associationsuristn with these organisations in
tourism development, as well as the forms and §sem of its financial support
creating the legal framework for the possibilityaséating a policy for tourism, which
will determine the promising targets of its devet@mt, create the legal conditions for
the provision of financial, institutional and orgsational conditions necessary for the
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fulfilment of those goals, as well as the legal dibons to enhance consumer
protection.

For a transitional period from 1 February 20113 March 2011, based on the
Amendment to the Toll Rules, Decree of the Ministryof Transport, Construction
and Regional Development of the Slovak Republic (MCRD SR) No. 24/2011 Coll.
supplementing Decree of the Ministry of Transp®usts and Telecommunications of
the Slovak Republic No. 388/2009 Coll. upon whibk Toll Rules, as amended, have
been issued and for the period from 1 Septembet 80B1 December 2011 Decree of
the MTCRD SR No. 281/2011 Coll. supplementing Dea&the Ministry of Transport,
Posts and Telecommunications of the Slovak RepiNic388/2009 Coll., upon which
the Toll Rules, as amended, have been issued, which

- gave the option to the toll collection admirastir to calculate and collect, at the request
of the vehicle operator, his agent or driver of trehicle, a toll based on the data
recorded from a vehicle registration papers or alehiegistration certificate, for the
distance corresponding to the transit road sectisngy the respective toll tariff for the
respective category of the vehicle, while in suelsecthe driver of the vehicle was
entitled to only one transit through the territasf the Slovak Republic using the
respective transit road section during the timatéoh period designated by the toll
collection administrator. Tolls for the use of tinansit road sections shall be collected
in advance and can be paid in cash, by credit camsing other electronic means of
payment.

In order to reduce the administrative burden B%63the Ministry of Economy of the
Slovak Republic (MoE SR) has implemented Aution Plan to Reduce Administrative
Burdens on Businesses in Slovakia for the Years 2DP2013 It follows the Action
Programme for Reducing Administrative Burdens orsiBesses in the Slovak Republic
for 2007-2012, which was approved upon Regulatibthe Government of the Slovak
Republic No. 833/2007 as a relevant measure foririq@@ementation of the Lisbon
Strategy for Growth and Jobs, aimed at reducingattministrative burden by 25% by
2012.

The National Agency for Development of Small anddilien Enterprises (NADSME) has
implemented th&raining and Counselling Support Programme for Seleted Groups
of Those Interested in Business and Start-Updhe project aims to help with the launch
of a successful business and its sequel. The prigemmed at those who are thinking
about establishing their own business. Promotiaspjslied through financially supported
information and advisory services.

In order to promote SMEsS’ growth by stimulating repreneurial ambitions and
entrepreneurial skills, to support successful camgs products, ideas and initiatives
promoting the development of entrepreneurial tmgkiNADSME has implemented the
programmePromoting Successful Business Practice and Busindsgucation.

In April 2011 the Ministry of Economy of the Slovadkepublic organised the exhibition
The Young Creator 2011to show the public and the business representatessdts of
practical skills and knowledge of students of seeoy vocational schools and inspire
pupils in primary schools and help their parentghoose the right secondary school and
future careers for their children.
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NADSME has implemented the program@eunselling and Training for SMES the aim
of which is to increase the survival rate of SMHsl aheir competitiveness, maintaining
jobs and support for creating jobs in differentioeg of Slovakia.

In order to appreciate the women — entrepreneursyseiccessful in their businesses and
encourage other women to become entrepreneurs dmpoove their business, in
collaboration with the Top Centre of Women Entregas and other partners, NADSME
organised a competitiomhe Woman Entrepreneur of 2011 The competition is held
annually and has a number of categories — The B&snan Entrepreneur, The Best
Woman Entrepreneur — Start-Up, The Best Woman grereur — Natural Person.

Entrepreneurship as a key competence is embeddbd State education programs for all
fields of study at secondary vocational schoolhwithe field of education — the human

being and society — in civics, where students aecgkmowledge and skills in the area of

self-employment, entrepreneurship and startingnass.

Competences of graduates in the fields of studyiwithe vocational education and

training in entrepreneurial skills development adelressed in detalil in the graduate profile
and in content and performance standards of thgecése national educational program.
All the national educational programs are also aobd by performance and content
standards of the National Standards in Personahkial Literacy.

Conditions for the integration of knowledge arills of teachers to prepare students for
doing business are ensured upon the provisionscofNA. 317/2009 Coll. on Pedagogical
Staff and Specialised Staff and on amendments amplements to certain acts, as
amended by Act No. 390/2011 Caoll.

Second Principle
Second Chance — Ensure that honest entrepreneurs wihave faced bankruptcy
quickly get a second chance

No changes reported

Third Principle
Think Small First — Design rules to apply this prirciple to all areas of law

Changes in the laws with the greatest impact @ hhsiness environment within the
framework of measures to reduce the public finatefeit:

1. Act No. 490/2010 Coll. amending and supplementingch No. 222/2004 Coll. on
Value Added Tax,as amended (hereinafter referred to as the “VAT)Abrought several
changes with effect from 1 January 2011. The gstammendments were done to the VAT
Act. The amendments related to compulsory transgosi Council Directives 2008/8/EC
(Article 3), 2009/69/EC, 2009/162/EC, 2010/23/EUW4 2010/66/EU to Slovak legislation.
Major changes that the amendment to the VAT Aduihed, however, were the changes in
VAT rates.

- The basic VAT rate has increased temporarilynfd®% to 20%. The tax increase is the
strongest measure on the revenue side of the hubligetincrease in the basic tax rate
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by 1% is to be a temporary measure, which shoybitexvhen the general government
deficit reaches less than 3%.

- The reduced VAT rate of 6% of the tax base, Whias developed specifically for the
types of food products defined by law manufactueed marketed under separate
regulations, the so-called direct sale from farwes cancelled even after the first seven
months of that reductionfhe reduced tax rate of 6% on the products knowongm
farmers as the direct sale from farms was introduoa 1 May 2010 upon the
amendment to the VAT Act in relation to the intentiof favouring farms’ own
production of certain types of foods in the regiohSlovakia through Act No. 83/2010
Coll. supplementing Act No. 222/2004 Coll. on Valk@ded Tax, as amended.

(Note: On the effective date of the Treaty of Asicesof the Slovak Republic to the
European Union (1 May 2004) one tax rate of 19% watablished in Slovakia,

however, from 1 January 2007 even the reduceddtfor selected goods and drugs
was reintroduced in the amount of 10%. Since Jan2&08, the range of goods that
the State taxed at the reduced rate of 10% hasrelqgzhon books, brochures, leaflets
and similar printed matter. For a short term fromMiay 2010 to the end of December
2010, a reduced rate of 6% applied to the so-calledct sale of foods from farms.

Before the tax reform, which in January 2004 introeld the equal tax of 19%, Slovakia
had two rates of VAT — the higher — basic rate @2and the reduced rate of 14% for
the goods and services defined by law.

2. Act No. 548/2010 Coll. amending and supplementingcA No. 595/2003 Coll. on
Income Tax, as amended, and amending and supplementing cextasn (hereinafter
referred to as the “Amendment to the Income Tax”)Aclvas primarily aimed at
maintaining an efficient, simple and neutral tasteyn for income tax. Upon its adoption
on 1 January 2011, income of employees, entrepreraaud businesses decreased. It was
due to the fact that since January 2011 upon themrdiment to the Income Tax Act their
tax burden has increased — especially some beragfidsexemptions from taxation have
been reduced, the application of tax allowanceshess limited, and the application of
withholding tax has changed. The aim was also forave the business environment and
increase legal certainty of taxpayers.

Overview of the main changes included in the Ameawinto the Income Tax Act:

- Abolition of the possibility of tax base reductior health care workers (employees),
who perform medical profession of a doctor, dentisirse and midwife, by the cost of
specialised training for reasons of making caléoiabf the tax base equal with other
employees;

- Replacement of the exemption up to five timeshef subsistence minimum (i.e. up to
EUR 925.95) by a fixed amount of EUR 500 in reimabme, income from occasional
activities, including income from casual agricudtuproduction, forestry and water
management, and from occasional renting of movalitesn the transfer of options,
from the transfer of securities and transfer ofreba(interest) in limited liability
companies, limited partnerships or from the transdé membership rights of
cooperatives;
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Unification of flat rate expenses for naturalqm:ns having income from business and
other self-employment and from rental with incomant the operation of craft, which
fell to 40%, whereby the tax burden of craftsmesreased,;

- Cancellation of the exemption of income from thke of property where a taxpayer had
his residence for at least two years immediatelgrpio the sale; the exemption of
income from the sale of property in condition okpession of the property for 5 years,
including property acquired by inheritance, remdimalid;

- Unification of the approach to the taxation ¢ tpocket money provided for business
trips abroad for all natural persons according tot ANo. 283/2002 Coll. on
Reimbursement of Travel Expenses, as amendedptiieability of the pocket money
for such trips as tax deductible expenditure hanlremoved from the provision for
taxpayers having income from business or otheresaffloyment;

- Limiting the application of tax allowances fortaxpayer and spouse (wife, husband)
only to the so-called active income — the tax-fsedion of the tax base shall be applied
only in respect of income from employment, busir@ssther self-employment;

- Repeal of deductibility of contributions to slgpentary pension insurance as tax
allowances in a maximum of EUR 398.33 (Article ldrggraphs 4 and 5 et seq.);
taxpayers were entitled to the application of tba-taxable part of the tax base for the
last time in 2010;

- Change in the application of withholding tax, satthy its collection the tax liability of
taxpayers is satisfied, except of income as defimedaw; upon the Amendment, all
incomes from employment are taxed in the form ofdwance tax regardless of their
amount, including income under Article 5 paragrapsubparagraphs a) through g) not
exceeding the total amount of EUR 165.97 per caentnth, which were taxed by the
withholding tax to 31 December 2010;

- On the ground of legal certainty, improvementta provision of Article 19 paragraph
3 subparagraph k) governing tax expenditures sboitha clear when the value added
tax paid by a taxpayer in another EU Member Statedognised tax expenditure;

- Modification of Article 42 — Payment of AdvanceaX (Legal Entities) in order to
reduce the administrative burden on businesseqay@xs existing only part of a
previous tax year, in case of which calculatingd¥ance tax on income for the current
tax period is based on the estimated tax, are equired to report separately the
estimated tax to the tax administrator; taxpayéall sstate the estimated amount of
taxes directly in the tax return filed for theirsfi tax period,;

- Unification of the rules for contributions to vau® forms of supplementary pension
saving, so that such contributions are recogniagcekpenditure of the employer even
if being paid for supplementary pension insuramcieign countries;

- The Income Tax Act governs also the tax on emissiaotas; the provisions added to
the Act define terms and adjust a tax base andhtbod of payment of advance tax on
emission quotas; the rate of the tax on emissiastaguis 80% of the tax base; the
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subject of the tax on emission quotas are emisgpimtas registered in 2011 and 2012;
the tax does not apply to those emissions savedimpanies through eco-innovations.

3. UponAct No. 548/2010 Coll. amending and supplementingcANo. 595/2003 Coll.

on Income Taxas amended and amending and supplementing cadtnPart 1l of Act
No. 283/2002 Coll. on Reimbursement of Travel Exggsnas amended was changed; the
amendment to Article 14 meant omission of the mummentitlement for pocket money
for business trips abroad, which was 5% to 40%hefrheal allowance; adjustments were
made even to the employer's obligation to providle pocket money upon his own
discretion.

4. Since 1 January 201Act No. 492/2010 Coll. amending and supplementing Act No.
98/2004 Coall. on the Excise Tax on Mineral Oil, as amended, and amending and
supplementing Act No. 309/2009 Coll. on the Proomotif Renewable Energy Sources and
High-efficiency Cogeneration and on amendments suggplements to certain acts has
repealed the tax benefit of gas oil, the so-caifled diesel, and the exemption of liquefied
petroleum gas (LPG); certain distortions and excaps have been removed, and also the
collection of excise has been simplified. Changesponded to the requirements of the
European Union, and secondarily, they created reecior the State budget.

The amendment to the Act was approved by the Menatbéhe Parliament of the Slovak
Republic despite the petition of farmers’ agaireaellation of incentives to the so-called
red diesel. According to farmers, termination o fieasibility of using low-tax diesel fuel
was to have a negative impact on the economy ofgoy agricultural production in
Slovakia, which had to face the consequences o€ @nd sales crisis in 2009 and the
extreme weather of 2010.

- In 1 January 2011 quite extensive legislativenges on social security and health
insurance came into force, which, in the long rshpuld create conditions for the
synchronisation of the health, social and tax sydteat is essential for a smooth transition
to a “single payment point”. The joint collectios aimed to simplify and reduce
administrative burdens in connection with the waifion of tax, customs and social
security levies collection and payment duties efplayers and insured persons.

1. Act No. 543/2010 Coll. amending and supplementingch No. 461/2003 Coll. on
Social Insurance,as amended, and on amendments and supplemeetsaim @cts

- In line with the aim of unifying the collectioof levies and taxes basic concepts of
employment, employee, self-employed person (heiteinaeferred to as “SEP”),
employer, and assessment base were newly defimadlt&neously, the personal scope
of social insurance and the commencement and tatimmof social insurance were
newly defined, so that the basic terms and priesiplere compatible with the relevant
tax laws. Harmonising of legislation on social ir@ce with regulations on income tax
should reduce the space for benefits because af édgumvention of levy obligations
and eliminate unjustified exemptions.

Summary of major changes related to SEPs:

- New definition of a self-employed person: thédauxstive list of natural persons falling
into the range of SEPs was omitted.
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- According to the new definition, for the sociakurance purposes SEP is an individual
who has reached 18 years of age and under Articlef 3.ct No. 511/1992 Coll. on the
Administration of Taxes and Fees and on Changéwiisystem of Territorial Financial
Authorities, as amended (hereinafter referred tthas'’Act on Tax Administration”) is
registered in connection with gainful activitiestédd in Article 3 paragraph 1
subparagraph b) (i.e. achieving income from businasd other self-employment
according to Article 6 paragraphs 1 and 2 of Act B®5/2003 Coll. on Income Tax as
amended) and paragraphs 2 and 3 of the Act on ISasiarance, other than a natural
person who, based on a contract to perform persssatance, is to perform personal
assistance to an individual with a severe disgbilihis means that from 1 January 2011
the natural person who is assigned a taxpayertratyim number (“DC”) and carries
out gainful activities constituting achieving hiscome from business and other self-
employment according to Article 6 paragraphs 1 andf the Income Tax Act as
amended is considered to be SEP. The individuals, wpon the amendment, have
acquired the status of SEPs are also authors, rpexfe, database preparers, patent
owners, trademark owners, with the proviso thay thave been assigned the taxpayer
registration number (“O”) and reached 18 years of age.

- Possible commencement of compulsory sickness anser and compulsory pension
insurance for SEPs not only on 1 July, or 1 Octalfex calendar year, but on any day:
the amendment introduced a new way of commenceofecdmpulsory insurance for
the self employed. In addition to the fact that itheurance of SEPs may commence on
1 July or 1 October of a calendar year, compulsasyrance of SEPs may commence
even on the date of re-entry into self-employméatius if immediately as at 1 July or 1
October his income from self-employment for a poegi year was higher than the
income limit established by law. Such SEPs are irequto register for compulsory
health insurance and compulsory pension insurah&&Bs within eight (8) days of the
commencement of such insurance.

- A new reason for interruption of compulsory inswr@ of SEPs was introduced: the
compulsory insurance of SEP will be interrupted floe period for which SEP has
suspended the operation of trade or the performahbasiness activities. While in the
period to 31 December 2010 in case of the self-eyaul person, who had suspended
trade, his compulsory insurance of SEPs was tetedndrom 1 January 2011 the
compulsory insurance of SEPs is interrupted dubesuspension of business and SEPs
are required to notify the branch office of the i@bdnsurance Agency of the
interruption of his insurance for this reason witthirty (30) days of interruption.

- Changes in rounding of the premium for social rasge and in the assessment base for
calculation of the premium for the social insurancentributions to social security
system and the assessment base shall be roundedaltive nearest cent.

- It is not possible to reduce the assessment lb&siempulsorily insured SEPs by the
amount of contributions paid to the supplementanysmon insurance, life insurance and
utility savings.

- The change of the period for which the amounthefmaximum assessment bases are
determined: while up to 31 December 2010, the n@wuwamts of maximum assessment
bases were always determined as at 1 July of andaleyear, according to the
amendment effective from 1 January 2011 they $fetletermined from 1 January of a
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calendar year, so for the whole calendar year. &heunts of maximum assessment
bases, which applied to 31 December 2010, remamedfect for the whole calendar
year 2011, and new amounts of maximum assessmeses all be established as at 1
January 2012.

- The person insured voluntarily against sicknessra# be an individual who draws an
old-age pension, early pension or disability pemdse@cause of a decline of earning
capacity by more than 70%. The person insured vatily against sickness can not be
even an individual who has been granted early pandihe person insured voluntarily
against unemployment can not be an individual whe heen granted a disability
pension (irrelevant to the percentage of drop imiag capacity) and has reached the
retirement age.

2. Act No. 499/2010 Coll. amending and supplementing cA No. 580/2004 Coll. on
Health Insurance and on amendments and supplements to Act No. 93/Zbll. on
Insurance Industry and on amendments and supplenteenértain acts, as amended

- Basic concepts of gainful activity, employment, éoype, the self-employed person,
the employer, and the assessment base were nefuhedleand people who are not
required to make annual premium settlement werera@ed. Simultaneously, the
personal scope of health insurance and the commmamteand termination of the health
insurance were newly defined, so that the basimdemnd principles are compatible with
the relevant tax laws.

- The exhaustive list of natural persons fallintpithe range of employees and SEPs was
omitted due to simplification. Newly, individualsw are required to pay income tax in
accordance with Articles 5 to 8 of Act No. 595/20D8Il. on Income Tax, as amended
(hereinafter referred to as the “Income Tax AcH)e obliged to pay premiums for
health insurance from the employment, from whidakythave their income.

Summary of major changes related to SEPs, emplamemployers:

- A new concept of “gainful activity”, according tehich gainful activities are deemed
the activities resulting from legal relationshipsatt firstly justify entitlement to
performance taxed under Article 5 of the Income TRot and secondly warrant
achieving the income taxed as income from busiaess other self-employment and
from rental under Article 6 of the Income Tax AQainful activity newly includes
income taxed according to Article 7 (Capital PraopdReceipts) and Article 8 (Other
Income) of the Income Tax Act and dividends undeicke 3 paragraph 2 subparagraph
c) of the Income Tax Act.

- Upon Article 6 of the Income Tax Act, the rangeS&Ps has been extended also by the
persons who have rental income, and on the contitadpes not include receiving of
personal assistants. In that context, there wdsaage in the reporting obligations for
taxpayers who carried out their activities, butytiaere not required to report such fact
to a health insurance company and pay advanceblealth insurance. The insured
person who had income from rental in the relevamiog, i.e. in 2011, was obliged to
register as a self-employed person in the headilrance company to 31 January 2011.
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(Note: On 1 May 2011 the obligation to pay healtsurance was cancelled for the
persons having income from rental four months atteitroduction. It was cancelled

upon Act No. 133/2011 Coll. amending and suppleimgrict No. 581/2004 Coll. on

Health Insurance Companies, Health Care Supervisammd on amendments and
supplements to certain acts, as amended, and amgeadd supplementing certain acts,
which in Part 1l amended Act No. 580/2004 Coll. blealth Insurance and on

amendments and supplements to Act No. 95/2002 @vollnsurance Industry and on
amendments and supplements to certain acts, asdade®ayment of the advance
premium for the self-employed person is difficuke do the fact that it is difficult to find

whether such person is required to submit a yeartan return (tax exemption — EUR
500), and thus the obligation of the persons hawmapme from rental to pay health
insurance premium was cancelled. It was an unsysdtermeasure, which could cause
a transfer of such income to grey economy, causidgp on taxes.

Therefore, since 1 May 2011 the persons, who withenperiod from 1 January 2011
registered themselves in their health insurance paomg as a self-employed person
because of rental income, have not been considereloe self-employed and were
required to deregister themselves as a self-emglpgeson by 31 May 2011.);

The range of employees has been extended todalidinals whose income is taxed as
income from employment (according to Article 5 bétincome Tax Act), which does
not include income from agreements performed oet&tployment The range of
employers has been extended to the person payi@gemhployees income from
employment. The range of insured persons has betemded to the persons having
income from capital gains and casual income, he.ihcome stated in Article 7 and
Article 8 of the Income Tax Act, in addition to omoe paid in form of withholding tax.

Regarding assessment bases, the Act on Healtinalmce harmonised with the Tax Act
and social laws. The assessment basis for the payheontributions by the employee
has become his income taxed as income from emplayrieis, for example, severance
pay, redundancy payment, the amount taxed in coimmewith the use of a motor
vehicle of the employer, and the part of the emgdogptions granted to employees.

An insured person, who, during a preceding aderyear, was only a self-employed
person and had already paid the minimum advancesgdine year, is exempted from
the obligation to carry out an annual settlemertezlth insurance premium.

On 1 January 201Regulation of the Government of the Slovak RepublitNo. 408/2010
Coll. determining the amount of minimum wagecame into force. The amount of the
minimum wage in 2011 for employees, who were pathtinly wages, was fixed to EUR
317 per month and the lowest levies for small tlamensees have already been separated
from the minimum wage and since January 2010 thsisbéor calculating their
contributions to social and health insurance hasaen the minimum wage.

In 2011, for the first time natural persons coeidend the deadline for filing a tax return
for the taxation year ending on 31 December 2019 apon a notification filed by a

taxpayer with the competent tax authorities norlttan the last date for filing tax returns.
Upon such notification the taxpayer may himselieexit the deadline for filing a tax return
by not more than three (3) full calendar monthsjlevin case of the taxpayer whose
income include income from foreign sources, thagaewill be extended by sending a
notification by maximum six (6) full calendar mostiprovided that the taxpayer has
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indicated such fact in the notification of the erdi®on of the deadline for filing a tax return;
however, if the taxpayer fails to state the incaeeved from sources abroad in the tax
return, the tax authority shall apply the procedumder the Act on Tax Administration; an
exception is the taxpayer being bankrupt or woupd Il he sends a request for the
extension of the time limit to the tax administrato later than fifteen (15) days before the
deadline for filing a tax return, the tax authomtyy, upon its decision, extend the deadline
for filing a tax return by not more than three (3lendar months, and the decision of
extension of the deadline for filing a tax retuemaot be appealed.

When filing an income tax return, legal entitiesulcbextend the deadline for filing a tax
return by a notification to the taxpayer even irl@0i.e. for the tax period ending on 31
December 2009.

The above provisions on time limits for filing tarturns aregoverned by Act No.
504/2009 Coll. amending and supplementing Act N0o95/2003 Coll. on Income Tax,
as amended, and on amendments and supplementsaio eets, which came into force on
1 January 2010.

- The minimum assessment base for the small tradecéinsees (SEPSs) to calculate social
and health insurance contributions has risen to EUR 329.06 from 1 January 2011.
According to the Act on Social Insurance and thé gkxcHealth Insurance, from 1 January
2010 the minimum assessment base for SEPs to adalvies has been determined as
44.2% of the average monthly salary in the nati@@nomy of the Slovak Republic
established by the Statistical Office of the Slo¥®apublic for the calendar year two years
prior to the relevant period.

In case of health insurance, from 1 January 20&lhighest possible assessment base has
been increased from EUR 2,169.09 to EUR 2,233.50is;TSEPs were obliged to pay a
monthly advance at the minimum amount of EUR 469& the maximum amount of EUR
312.69.

For the period from 1 July 2010 to 31 December 2Elmaximum assessment base for
the calculation of contributions to pension inswarand unemployment insurance was
EUR 2,978, and the maximum assessment base fdhheslirance was EUR 1,116.75.

- On 1 September 201Act No. 257/2011 Coll. amending and supplementingch No.
311/2001 Coll., the Labour Codeas amended, amending and supplementing certain acts
(hereinafter referred to as the “Labour Code”) cante force, under which especially
companies can dismiss employees more easily. Npédeds have been shortened. Due to
the amendment to the Labour Code, the restoring oancelled job is faster and the
administrative burden has reduced. The tools, wklubuld ensure greater flexibility for
employers and adequate protection for employees stintlilate job creation, include
several realised changes:

- If trade unions want to represent all employeégytmust demonstrate at their
establishment to the employer at his request thay torganise at least 30% of
employees.

- The length of the probationary period of six (Gpnths for managers under direct
managing competence of the statutory body or a reemwibthe statutory body and the
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senior staff under the direct managing competerfc¢ghat manager differentiated.
Newly, based on a union contract the Act allowseeding the length of the
probationary period for ordinary employees frometh(3) to six (6) months, and for
managers to nine (9) months.

- It may be more difficult for employers to termieathe employment during a
probationary period with pregnant or lactating womas well as with mother until the
ninth month after birth. They may do so only in epitonal cases that are not related to
pregnancy or maternity and they are required tofyuis in writing.

- By agreement with employers, employees may gedpipertunity to work in night shift
even in two (2) consecutive weeks.

- The account of the working time with the podsipiof accumulation of positive and
negative hours, or extension of the deadline fonpensatory leave were introduced.

- Newly, the fee for mediation of catering serviteough meal vouchers is maximally
3% of the amount referred to the meal vouchers.

- After reaching their SDyear of life, health workers may refuse night warld to work
overtime. They have also obtained five (5) extrgsdaf paid leave per year for
continuing education.

- A notice period for an employee who worked in ¢benpany for over five (5) years has
remained three (3) months. Employees, who workatiencompany for more than one
(1) year but less than five (5) years, shall bevisled with a two-month notice period.
For temporary jobs that last less than one (1),yaabne-month notice period was
introduced.

- Automatic entitlement to five-week leave after alag of 33 years of age was
introduced.

- The concurrence of severance payment and a notc®dpwas abolished. The
employee is given the choice to either

a/ stay with the employer during the notice permd

b/ claim for severance payment and not to remaih the employer during the notice
period, or

¢/ to remain with the employer for part of theioetperiod and claim for severance
payment for the rest of the notice period.

- The split job was introduced, which upon the Aweans “a job where part-time
employees divide working time and workload reldtethis job among each other”.

- The terms of the employment contract for a fixediod changed, which can newly be
agreed for a maximum period of three (3) years. lBympent contracts for a fixed
period can be re-arranged or prolonged no more 3hanes within three (3) years. The
statutory exception to the re-arranged or prolongegbloyment for a fixed period to
three (3) or more than three (3) years was givesetected categories of employees if
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there is an objective reason arising out of theineabf their activity stipulated by a
special regulation.

- An employee may be asked to work overtime uprte hundred and fifty (150) hours
per year, with the fact that the amendment chanigedscope of the total agreed and
ordered work overtime up to four hundred (400) kqer year for the employee and up
to five hundred and fifty (550) hours per year domanager under the direct managing
competence of the statutory body or a member ofstatutory body and senior staff
under the direct managing competence of that manflge agreed to the working time
according to Article 85 paragraph 1 of the Labood&

- In the employment contract employers may agritle @mployees that after termination
of employment the employee will not carry out amremmic activity that is of the
competitive nature in relation to the businesshef émployer for certain time — not for
longer than one (1) year. The employer is obligedrovide the employee a reasonable
monetary compensation, at least in the amount & 60average monthly earnings of
the employee per each month of the fulfilment afrsabligation.

- The employee who has attained 33 years of agetaratically entitled to at least five
(5) weeks of leave, and he is not required to prinae he worked fifteen (15) years
(from 1 January 2012) as he had to do so before.

- Collective spending of leave may be ordered byettmployer even to a greater extent
than the current two (2) weeks — in the case absgroperational reasons up to three
(3) weeks, but it must be communicated to employa&teseast six (6) months in
advance.

- The grounds on which the employer may shorteneleeere extended — newly even for
the employee released to perform a public or ttaden function and in case of above
standard significant personal obstacles.

- Benevolence in assessing the scope of work in chiee employee having signed an
Agreement to Complete a Job was limited — it canemoeed 350 hours per year in case
of the employee performing work upon such agreement

- Since 1 January 2011, upéwt No. 485/2010 Coll. amending and supplementingci
No. 609/2007 Coll. on the Excise Duty on Electrigit Coal and Natural Gas and on
amendments and supplements to Act No. 98/2004 Cah the Excise Duty on Mineral
Oil, as amended, the tax exemption on coal and natasaliged by heating companies for
the production of heat for households has beeneti@dc The amendment also repealed a
tax advantage for natural gas (CNG) used as fugwsupposes a negative impact on the
price and services provided by bus transporters.

- Due to the need to meet the minimum criteria ef Buropean Union for the taxation of
cigarettes, upoAct No. 491/2010 Coll. amending and supplementingcANo. 106/2004
Coll. on the Excise Duty on Tobacco Productsas amended, the excise duty on
cigarettes, tobacco and cigars and cigarilloddlitigars) has increased in two phases — the
first phase of the increase in rates with effeotfrl February 2011 to 28 February 2013
and the second phase of the increase in rateseff@tt from 1 March 2013.
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The Act was amended by temporary provisions ofchetd4i effective from 1 February
2011, which, in addition to the new tax rates, ldi&ghed new obligations in connection
with the sale and storage of cigarettes with obd seamp for legal entities and natural
persons authorised, within their business, toasell store consumer packs of cigarettes.

- Act No. 527/2010 Coll. amending and supplementingcANo. 582/2004 Coll. on Local
Taxes and Local Fees for Municipal Waste and MinorConstruction Waste, as
amended

- reduced the current maximum multiples of the antasabn land from 20-fold to 5-fold
of the base rate. By 1 March 2011, when the abawendment came into force, towns
and villages could significantly raise the basie raf the tax on land, and they applied it
particularly to business entities. The change leanliirst applied in 2012.

- Act No. 349/2011 Coll. amending and supplementingct of the National Council of
the Slovak Republic No. 152/1995 Coll. on Foodstgffas amended, came into force on 1
November 2011 and

- imposed mandatory obligation on consignees torteqgplies of animal origin, fruits
and vegetables imported from abroad to vets alréadpty four (24) hours in advance
— in practice it means that if the entrepreneur trvaered abroad a shipment of raw
meat, milk, eggs, vegetables or fruits, he shaltdspiired to notify electronically the
Regional Veterinary and Food Administration of thiee, where the goods will be
delivered, the country of origin, type of shipmeamtd quantity twenty four (24) hours
before the delivery;

- introduced not only detailed specification of awbns of the Act, but for the first time
also the graduation of penalties depending on tize sf operations — stores,
slaughterhouses, dairies or logistic warehouses;

- upon it the sellers shall be required to plaeefttodstuffs, whose shelf life is more than
four (4) days and the time remaining to the uséexpiry) date is less than twenty four
(24) hours, separately and/or to label such predwdgth the information for the
consumer about the impending expiry of consumption.

- With effect from 1 January 2014ct No. 474/2009 Coll. by adding new Article 44a to
Act No. 105/2004 Coll. on the Excise Duty on Spiriand on amendments and
supplements to Act No. 467/2002 Coll. on the Préidacof Spirit and Its Placement on
the Market, as amended (hereinafter referred thh@$Act on the Excise Duty on Spirit),
has introduced the concept of a new system basdteorequirement to have issued the
authorisation for the sale of consumer packagespoft and on the obligation to buy
consumer packages only from persons being grargedigsion to distribute them. The
said Act has amended also the record managemedatsge as to clarify the movement of
consumer packages of spirit released for consumpby persons authorised for
distribution through the permit holders and to dvaluplication in recording. The
obligation for persons authorised to distributerispo report electronically the required
information has been introduced. The obligation sde®t apply to holders of the
permission for sale, i.e. for the so-called retail.
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Following the suggestions of the business enviemnby adoptingAct No. 256/2011
Coll. with effect from 1 September 2011 the Act on theci&e Duty on Spirit was
amended. In particular, the amendment

- simplified the provision regarding record keeping Holders of authorisations to sell
spirit in consumer packaging within tax free ciatidn and permits for the distribution
of alcohol — for those entities administrative kemdsimplified by the change of the
obligation to keep records of consumer packagepiot from a daily to monthly basis;

- allowed to have two open consumer packages ot spitie establishment premises;

- mitigated the fines in order to allow, in their eehination, to take into more account
the duration and gravity of the infringement of tekevant provisions of the Act.

- To 31 December 2011 businesses could use electtash registers according to Decree
No. 55/1994 Coll. on the Manner of Keeping RecarfiSales with the Use of Electronic
Cash Registers, as amended, in accordanceAgitiNo. 494/2010 Coll. amending and
supplementing Act No. 289/2008 Coll. on the Use Bfectronic Cash Registersand on
amendments and supplements to Act of the SlovalohatCouncil No. 511/1992 Caoll.
on the Administration of Taxes and Fees and Changethe System of Territorial
Financial Authorities, as amended, and amending sappblementing Act of the Slovak
National Council No. 511/1992 Coll. on the Adminaion of Taxes and Fees and
Changes in the System of Territorial Financial Auities, as amended, which shifted the
introduction of new conditions for the cash registe

Entrepreneurs, who were obliged to use electroash cegisters for the first time after 30
December 2010, are obliged, from the beginning @12 to use only electronic cash
registers meeting new technical requirements amtifspations laid down by Act No.
289/2008 Coll. as amended.

- Following the approval oAct No. 392/2011 Coll. on Trading with Defence-Retad
Products and on amendments and supplements to certainRaotsl] of Act No. 455/1991
Coll. on Trade Licensing(Trade Licensing Act) as amended changed with effecn 1
December 2011. Functionality of services of thglgitontact points (SCP) in the network
of trade licensing offices was extended and thdofiohg measures to reduce the
administrative burden when starting business a$ aglin the course of business were
taken:

- Provisions related to thategrity assessmentf persons having the nationality of an
EU Member State through the Prosecutor Generalfec€Obf the Slovak Republic
(Article 45a in conjunction with the relevant prenins of Article 46) were omitted.
Such persons may demonstrate their integrity byettteact from their home country
register. Until then, foreign persons from the Edlld not get an extract from the
criminal conviction records through the Prosec@eneral’s Office of the SR.

- Issuance of a business license sped up. The deafdlr issuing trade licenses was
shortened from five (5) working days to three (3)rking days with the proviso that
applicants submitted all documents and compliedh vagal requirements (Article 47
paragraph 1).
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- Duplicate reporting of data to be entered in then@wrcial Register as well as in the
Trade Register was eliminated. Newly it is enougdt tompanies report the data to the
Commercial Register and it will automatically fomdathe data to the Trade Register
(Article 49 paragraph 1).

- The scope of competence was expanded to all digtredde) offices by the agenda
arising for them out of the position of SCPs, imihg extension of competences
covering business under special laws and businiegsra@gn persons (Article 66b in
conjunction with Article 66ba).

- The amendment to the Trade Licensing Act waiveddility to impose a fine in case of
first minor violations of the Act (Article 65a).

- In order to streamline customs procedures the M&s issue®ecree No. 15/2011 Coll.
amending and supplementing Decree of the MinistriFinance of the Slovak Republic
No. 419/2006 Coll. implementing certain provisioos Act No. 199/2004 Coll., the
Customs Act, and on amendments and supplementsrtairc acts, as amended, which,
with effect from 1 February 2011, has defined estiaaly the nature of the data included
in an application for the establishment of a fremez and for the establishment of free
warehouse and has defined the nature of the dodarteehe attached to the application.

Fourth Principle
Responsive Public Administration — Make public admmistrations responsive to
SMES’ needs

- Since 2011, based ofict No. 572/2009 Coll. amending and supplementingct No.
461/2003 Coll. on Social Insurancegs amended, and on amendments and supplements to
certain acts, small trade licensees are not redjuodile statements of tax returns for a
previous year with the Social Insurance Agency. Bu@dministrative simplification of
obligations imposed on the self-employed, theydged to report the length of time of
self-employment in the tax returns. The Tax Direat® of the Slovak Republic (now the
Financial Directorate of the Slovak Republic) fordathe data stated in the tax returns to
the Social Insurance Agency. The above solutioevetl the Social Insurance Agency as
well as self-employed who are not required to stilstaitements of tax returns as at 1 July,
whereby the rush and long queues at branches ofStiweal Insurance Agency were
removed. For the first time the Tax Directoratetled Slovak Republic was required to
notify the Social Insurance Agency of the data te individual periods of self-
employment in 2011 for 2010 by 30 June, or by 31o@er if the individual had extended
the deadline for filing a tax return.

- Electronic communication in the field of social umgnce and health insurance extended,
and gradually it is extending to other areas suctaa and customs administration.

The Bureau of Health Care Surveillance iss@Gaideline No. 3/2/2008with effect from
31 May 2011, whereby

- employers employing three and more employees édsun all health insurance
companies are required to submit monthly statementse health insurance company
electronically;
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- the self-employed person, who changed the heatrance company as at 1 January of
a calendar year is obliged to submit a copy ofaheual settlement of the insurance
premium (Annex 18 part B of Decree of the MinistfyHealth of the Slovak Republic
No. 239/2006 Coll.) for a previous calendar yeaBbByune of the same calendar year.

Commencing on 1 December 2011 the Social Insurakgency requires electronic
communications in collecting insurance premium, amdase of all employers employing
one worker even in registration of their employees.

- Act No 546/2010 Coll. supplementing Act No. 4864 Coll., the Civil Code,as
amended, and amending and supplementing certasn iattoduced the reform of public
reporting. In addition to Part | of the Civil Codeart Il amended Act No. 513/1991 Coll.,
Commercial Code, as amended, and Part Il amend#dNA. 211/2000 Coll. on Free
Access to Information and on amendments and sumpiento certain acts (Freedom of
Information Act), as amended. From 1 January 201l amendment has imposed the
following duties on the so-called obliged persons:

- The duty to disclose written contracts concludedhgyobliged persons after 1 January
2011 and containing information, which is obtairtbbugh public funds or related to
the use of public funds, the management of Stab@egsty, municipal property, the
property of a higher territorial unit or the propeof legal entities established by law,
under the rule of law, or dealing with funds of tBaropean Union. The contracts
involving ministries, other central government awtities, public bodies or legal entities
established by them, in which they hold the majaoit shares or a majority ownership
interest or which they control upon the majorityaish of the voting rights or appoint
more than half of members of its administrative yoad other executive body or
supervisory body, shall be compulsorily publishedhe Central Register of Contracts.
Also the duties of the obliged persons to disclosgers of goods and services and
invoices for goods and services on their websiteevadjusted. This mechanism makes
the obliged person to be mindful especially of ldggal and economic advantage, or at
least a balance of rights and obligations arisiogifthe contracts in the management of
public funds. These measures should increase dmsparency and control of public
expenditure.

- Act No. 133/2011 Coll. amending and supplementingcANo. 581/2004 Coll. on Health
Insurance Companies and Health Care Supervisionand on amendments and
supplements to certain acts, as amended, and amgeadd supplementing certain acts,
which came into force on 1 May 2011, brought a ificant change, which is the
obligation of health insurance companies to perfarmual insurance premium settlement
for a previous calendar year for persons insuned ifathe insured person has an employer,
then also for the employer. Annual insurance premaettiement under this Act shall be
conducted for the first time in 2012 for 2011.

Performing the annual insurance premium settlenfenta previous year by health

insurance companies greatly simplifies the oblgaiof employers, entrepreneurs, as well
as other policy holders who were required to preptre settlement. Part of the
administrative burden in the area considered bygieeral public as to be extremely
complicated was removed.

Summary of the most important changes:
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- The amendment introduced the institute of the ailyje, whose logging within fifteen
(15) days allows the insured persons and empldgeggpress their opinion on the data
used for calculating their contributions for thepective year.

- In monthly statements, employers are obliged & @i real income paid to employees
in the respective month.

- The employer (employing three or more persons)éa#ect statutory obligation to
send monthly statements electronically.

- If the employer fails to provide the health insw@ company with the documents
necessary for the correct calculation of premiumg advance premiums, the health
insurance company may calculate the advance presnamd the premium upon the
average monthly wage (i.e. based on the averagethigomalary in the national
economy established by the Statistical Office @& 8lovak Republic for the calendar
year two years prior to the decisive period).

- The self-employed person is considered a natuessgm achieving income from
business and other self-employment according taclaré paragraphs 1 and 2 of the
Income Tax Act (the natural persons achieving inedrom rental are not considered
small trade licensees).

- The employee is considered only the natural persoeiving income from employment
(income taxed under Article 5 paragraph 1 subpagdw a) through h) and paragraphs
2 and 3 of the Income Tax Act), excluding revendiesn agreements on work
performed outside an employment relationship.

- In the case of small trade licensees being algmeraon insured by the State, the
minimum advance premiums is not determined.

- If the self-employed person fails to provide thealth insurance company with the
documents necessary for the correct calculatiopremiums and advance premiums,
the health insurance company may calculate theradvaremiums and the premium
upon the average monthly wage (i.e. based on tbege monthly salary in the national
economy established by the Statistical Office @& 8lovak Republic for the calendar
year two years prior to the decisive period).

- The self-employed person who changed the healtranse company has not the
obligation to submit a copy of the annual settletnen

- Small trade licensees for whom the health inswatmmpany did not carry out the
annual settlement of insurance premium are obligedrovide the respective health
insurance company with the amount of advancesherperiod from 1 January to 31
December of the following calendar year by the ehithe respective calendar year.

- With effect from 1 July 201ladoption of Act No. 200/2011 Coll. on the Commerdia
Journal and on amendments and supplements to certain raxtsased the transparency
and quality of the business environment by prowgdaasily accessible information on a
particular subject or a particular activity prowidéo an end-user being relevant to his
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decision-making and actingCommercial Journal has been published and the
communication with the editors of the Commercialrdal has been carried out entirely
electronically, with the exception of data publidh®y persons under Article 5a paragraphs
5 and 6 of Act No. 211/2000 Coll. on Free Acceskiformation and on amendments and
supplements to certain acts (Freedom of Informatici).

- On 30 November 2011 the National Council of thev8k Republicadopted Act No.
520/2011 Coll. amending and supplementing Act No66/2001 Coll. on Securities and
Investment Servicesand on amendments and supplements to certainthetSecurities
Act), as amended, and amending and supplementitgjrcacts, which came into force on
31 December 2011, except for certain provisions¢ltook effect on 1 July 2012.

The overarching objective of this Act, in conneotiwith the implementation of the
Prospectus Directive, was to reduce the adminmggrdburden for subjects delivering
public offer of securities in order to increase itheompetitiveness. The legislation
provides for an increase in the level of investoot@ction and also ensures that the
information provided is sufficient and adequateneet the needs of small investors,
particularly in the context of the turmoil in fingal markets. Provision of full information
concerning securities and their issuers is a kegtofain protecting investors. The
amendment to the Securities Act brought significéanefits of deduplication of
transparency obligations, thereby avoiding unneogssosts incurred by companies.
Savings were ensured also due to the liberatioenoployee share systems from the
obligation to publish a prospectus and reductiordistlosure requirements for raising
capital through preferential rights to subscribe gbares. Cost savings of the companies
were also ensured by the exclusion of detailedrmédion on the financial situation of the
guarantor in case of Government guarantee schemes.

Part 1ll of Amendment to the Securities Act has adesl and supplementesict No.
381/2001 Coll. Compulsory Contractual Vehicle Third Party Insurance and on
amendments and supplements to certain acts, asdadhe®ince 1 July 2012 the
amendment has introduced information obligatiomsfirers to notify policyholders of the
insurance premiums for the next insurance periogl expiry date of the insurance period
and the date by which the insurance contract mayebminated under Article 800
paragraph 1 of the Civil Code at least ten (10)ksdaefore the expiry of the period of
insurance. Thus, the client has enough time to emenfhe offers of competitors and can
choose the best deal. Changes have been madesngthen competition in third party
liability insurance products.

- The Ministry of Justice of the Slovak RepublicdMSR) elaborated the analysis of the
possibility for the use of an electronic extraainfr the Commercial Register for legal
purposes — the Government meeting held on 11 JarR@t2, UV-42462/2011. The
analysis included several variants. On the basth@fanalysis the so-called project “on-
line extract from the Commercial Register” tookgaaNowadays, the public authorities
may apply for a free electronic extract (testingerapion), i.e. they may not require the
submission of the extract by citizens, thereby rsgosts. In the second phase, the MoJ
SR wants to extend the service also to the pubbc,the electronic extract would be
provided for free. However, the above mentionedessarily needs legislative changes and
the continuation of the project will therefore haeebe coordinated with the legislative
process. The obligation of the MoJ SR to analyse ghssibilities of using electronic
extract from the Commercial Register of the Slofdpublic for legal purposes resulted
from Government Resolution No. 160/2011 of 2 Ma26i1 on the Report on the State of
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the Business Environment in the Slovak Republic tmiomg suggestions for its
improvement.

Beginning with the calendar year 2011, naturatpes registered in the Trade Register or
carrying business according to any other than tiagld Licensing Act, with the exception

of natural persons with a staff of twenty and memgployees, were no longer contacted for
statistical surveys on a monthly and quarterly 91afhe Statistical Office of the Slovak

Republic collects information on this business seginirom administrative sources. It has
significantly contributed to the goal not to regubusiness information already available
within the public administration. The obligationgoovide the State and public institutions
with administrative resources of the Statisticdicafof the Slovak Republic has arisen out
of Article 13 of Act No. 540/2001 Coll. on Stateag$tics as amended by Act No. 55/2010
Coll. amending and supplementing Act No. 540/2001l. ©n State Statistics, as amended.

The Institute for Economic Research carried outpifigect named The Draft Policy of the
Government of the Slovak Republic to Improve thesiBess Environment (the so-called
Singapore) approved by the Government of the SldRagublic on 6 July 2011 upon

Resolution No. 486/2011. The document includes ragmof the activities of the central

public administration authorities at the improvemenf the business environment to
become one of the most competitive within the EaespUnion and in the world. The

evidence of these efforts is the draft measuresetiuce the administrative costs and
burden, within which coordinators are assigned taediimetable for their implementation

is prepared.

Fifth Principle

Public Procurement and State Aid — Adapt public pdky tools to SMES’ needs:
facilitate SMESs’ participation in public procurement and better use of the State
aid possibilities for SMEs

Act No. 58/2011 Coll. amending and supplementing No. 25/2006 Coll. on Public
Procurement and on amendments and supplementstaincacts, as amended, came into
force on 1 April 2011. The amendment was intenttedmprove the competition and
business environment because they reduce the ablusthe law ambiguities for
manipulating the public procurement process ancease equal opportunity for tenderers.
Assumed impact is to be an increased number ohbesises with an interest to participate
in the public procurement, ensuring not only itsempess, rigorous monitoring of
compliance with its course, but due to increasadpmiition also a reduction in the price
level of goods and services financed or co-finarfoath public funds.

Improving public procurement will be achieved inrtpaular through the following
measures:

- Overall reduction of limits to determine the scapb¢he contract in order to enforce the
above forms of competition with closer supervisomer them;

- Increasing transparency by extending the scopmanidatorily disclosed documents
(calls for public procurement, announcements, bidsutes, contracts, supplements,
etc.);
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- Limiting non-transparent increase in agreed prigaan supplements to the contracts by
their mandatorily disclosure and by introducingi@gceiling for such increases;

- Eliminating the possibility for exclusion of bittesed on the “abnormally low price” by
introducing the broadly understood institute of teetremely low bid” arising from
Directive 2004/18/EC;

- Harmonising the manner of priority and non-pripservices procurement;

- Eliminating the possibility of immediate exclusiof bidders from tenders only on the
basis of formal defects in the delivered documents;

- Introducing the obligation to use electronic auts for the award of contracts above
the limit and since 1 January 2012 even for therdwécontracts below the limit;

- Introducing the obligation to justify in writinghe implementation of the public
procurement by “short listing”;

- Reintroducing of the possibility of adjudicatingpe invalidity of a contract or
supplement to the contract by court if concludeccamflict with the Act on Public
Procurement.

Sixth Principle
Finance — Facilitate SMESs’ access to finance and d&op a legal and business
environment supportive to timely payments in commetial transactions

no changes reported

Seventh Principle
Single Market — Help SMEs to benefit more from theopportunities offered by the
Single Market

During 2011, with the intention dinking the databases of the National Contact Point
for Products with other information sources of theOffice of Standards, Metrology
and Testing of the Slovak Republic (SOSMT SR}he Department of European Affairs
and Technical Standardisation of the Office of 8tads, Metrology and Testing of the
Slovak Republic collected and administered thermftdion processed, managed electronic
databases (the submitted requests for informatiesponses by competent authorities,
contact persons, specific requirements for prodymtscesses of prior approval related to
the products) and provided advice and consultatifors the purpose of providing
comprehensive information on technical requireméntproducts applicable in the Slovak
Republic and the EU Member States. Based on th&ctioh and processing of
information received, the measures were aimed ¢atera linking database containing
comprehensive information usable for other needghef National Contact Point for
Products, which would fulfil its obligations undBegulation (EC) No. 764/2008 of the
European Parliament and of the Council. The firsddsiciaries of the technical assistance
of the National Contact Point for Products are ryadomestic SMEs, as well as other
domestic and foreign entities.
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During 2011, SOSMT SR carried aaitseries of seminars and lecturefairs, events of
associations and chambers of professionals, umestsevents of SCConcerning CE
marking —their part was clarification of the role of standards and their use by SMEs
where SMEs were encouraged to the better use mdatds and to communicate feedback
on their content. It ensured better orientationeiquirements for goods and services in the
EU market.

During 2011, theon-line State Technical Standard database was updad, within
which the access to abstracts of European Standards for free. It contains basic
information, including abstracts, but without aatlalefinition of changes compared to
original releases. In addition, however, it congailinks to the legislation being
continuously updated.

Eighth Principle
Skills and Innovation — Promote upgrading of skillsin SMEs and all forms of
innovation

During 2011, NADSME implemented théational Programme Support for SMESs in
the Single EU Market aiming to increase the competitiveness of SMEgpsu
innovation and ensure effective international coafien for SMEs. The programme
supports SMEs indirectly through the activitieslué Enterprise Europe Network, such as
organising seminars, providing innovation and imétionalisation of services to SMEs,
and organising events regarding trade cooperatidritee like.

Organising seminars and training within the study pograms of science of
commodities and trading aimed to develop technical skills in selected univaties —
support of development of SME capacity in reseamth innovation and the development
of technical skills in 2011 was ensured by the Skonstitute of Metrology (SMU)
through organising seminars at the Faculty of Mad#a Engineering of STU, within the
study program Metrology or within the bachelor'sdst program Production Systems and
Quality Management where graduates obtain knowledfjemechanical engineering
technologies, materials, manufacturing techniquestyology, standardisation and testing,
and basic understanding of business managemermjuatity control of products, or within
the study program Mechanical Production and QuMigynagement at TUKE and EUBA.
The Slovak Standards Institute (SUTN) allowed tle® of services for research and
development for SMEs by providing access to thal-@dy on-line Slovak Technical
Standard database for overheads, by processintgaf@ng modules in collaboration with
the Department of Commaodity Science, and providingakers.

The participation of the Slovak Institute for Metrology in European research and
development projects— in 2011, according to the EU schedule, the $dwatitute for
Metrology was actively involved in internationalsearch cooperation in the field of
metrology within FP7 and the EMRP grant schemerethe helping SMEs to enter into
transnational research activities.

SUTN ensured the improved access to informatiorteghnical standardisation (TS) for
SMEs and educational institutions of SOSMT SR byvling comprehensive technical
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information to the general public in the SUTN Indotre (for more details see Chapter 5
hereof).

Ninth Principle
Living Environment — Enable SMEs to turn environmertal challenges into
opportunities

Support for SMEs in the field of energy takes platéhe framework of the Operational
Programme Competitiveness and Economic Growth giroMeasure 2.1 Increasing
Energy Efficiency in Production and Consumption amgtroducing Advanced
Technologies in the Energy Sector, which createdaeable possibilities of the use of the
State aid to support investment in the area ofggnproduction and environment. The aid
has been provided through non-refundable finarsmakributions from the EU structural
funds and the State budget and is intended to suppgyects in the field of the use of
renewable energy and efficient use of energy instry and related services.

Upon Part 1l of Act No. 231/2011 Coll. amendingdasupplementingAct No. 561/2007
Coll. on Investment Aid and on amendments and supplements to certaimsesended
by Act No. 56/2009 Coll. amending and supplementiegain acts, Act No. 595/2003
Coll. on Income Tax as amended was changed argutject of the change was regulating
the provision of tax relief for investment aid m@eints. The Implementing Body was the
Ministry of Economy of the Slovak Republic in coogigon with the Ministry of Finance
of the Slovak Republic. The Amendment to the Incdrae Act adjusted the conditions for
the application of a tax relief for investment egdipients, namely

- by the introduction of an alternative method ofcakating the relief on income tax —
based on the statutory conditions the constanfficaeft of 0.8 was added to calculate
the coefficient (whereby the amount of the taxefab to be determined);

- an extension of the period for application for tbéef on income tax from five (5) to
ten (10) immediately consecutive tax years.

The target group were recipients of investmenthbaohg issued a decision on approving
the investment aid commencing on 1 August 2011.

Tenth Principle
Internationalisation — Encourage and support SMEs @ benefit from the growth
of markets

Embassies of the Slovak Republic in cooperatiaim Wusinesses in the Slovak Republic
prepared and organised five intergovernmental amat jcommissions for economic,

scientific and technical cooperation, meetings andiness meetings with partners and
businesses in the visited countries, thereby greatsuring the opportunity for SMEs to

move into international markets. Another, not l@sgortant support provided by the

embassies during the year was the cooperatioreipditicipation of Slovak businesses at
fairs and exhibitions abroad.
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- To streamline cooperation with the business sect@f11, the Ministry of Foreign Affairs
of the Slovak Republic organised various conferepseminars and forums for businesses,
which were aimed to promote trade, investment, wation, knowledge economy and
energy security, in particular, the forum named Bzenomic Diplomacy as a Service to
the Business Community, the Nordic-Slovak Innovatkorum, the seminar of V4 and
Japan concerning innovation policies, and the latiom and Technology Forum Slovakia
— Turkey.

- The foreign service sought also the possibilityimfolving the Slovak businesses to
tenders for the supply of goods and services @rnattional organisations, and the Ministry
of Foreign Affairs of the Slovak Republic in coltadation with the Ministry of Finance of
the Slovak Republic prepared a seminar on the is$ymiblic procurement within the
World Bank Group for businesses in Slovakia. Comensive information about the
possibilities of involvement of Slovak businessepublic procurement in the international
economic and financial organisations was develoged is publicly available on the
website of the Ministry of Foreign Affairs of théo8ak Republic.

- The Ministry of Foreign Affairs of the Slovak Repiabestablished the portal named Let’s
Carry Business Abroad, where entrepreneurs canusgdul information in the field of
foreign trade of the Slovak Republic, economic alphcy, international economic
organisations, development aid, international iesatas well as information on carrying
business abroad.

2.3 The most important legislative changes, which eve adopted in 2011
(and came into force in 2012 and later), and the nasures planned
and/or implemented in 2012 in relation to the parttular principles of
the SBA

First Principle
Enterprise — Create an environment in which entrepeneurs and family businesses can
thrive and entrepreneurship is rewarded

- In 2012 the Ministry of Economy of the Slovak Refulwill organise the 28 year of the
competition The Young Creator 2012 and the Womatnefgreneur of the Year 2012, by
which it will significantly contribute to the objgee of encouraging innovation and
entrepreneurship thinking among young people.

Second Principle
Second Chance — Ensure that honest entrepreneurs winave faced bankruptcy quickly
get a second chance

- On 13 September 2011 the National Council of tlevék Republic adoptedct No.
348/2011 Coll. amending and supplementing Act No/2Z005 Coll. on Bankruptcy and
Restructuring and on amendments and supplements to certain acesmanded and
amending and supplementing certain acts (herematerred to as the “Bankruptcy Act”),
which came into force on 1 January 2012, excepthoge paragraphs, which will take
effect on 1 January 2013.
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One of the objectives of the amendment to the Aas w0 make feasible a creditor’s
motion for adjudication of bankruptcy because @f debtor’s insolvency, thereby creating
a natural pressure to comply with payment discglas well as the pressure to address the
imminent insolvency or bankruptcy of the debtor ogans other than bankruptcy, i.e.
formal or informal restructuring.

The amendment to the Bankruptcy Act is an essemtiehsure aimed to better law
enforcement. The new legislation allows creditarsfie a motion for adjudication of
bankruptcy without having recognised a claim by tlebtor or having an enforceable
claim. Newly, the creditor is entitled to file a ttam for adjudication of bankruptcy if he
can reasonably expect insolvency of the debtor.t@&binsolvency can reasonably be
expected if the debtor is in delay in performantatoeast two liabilities towards more
than one creditor for more than thirty (30) dayd &e was called in writing by one of the
creditors to pay the liabilities. That fundamertiadnge should enable creditors to exercise
their rights against the debtor sooner than he Sgores” his unsecured assets, which
should lead to more significant satisfaction of treditors. This is closely related to
changes in the definitions of bankruptcy, partidylaover-indebtedness, ensuring
motivation of the debtor’s statutory bodies to de#h the debtor’'s bankruptcy in time.

Filing claims was simplified as follows:

- creditors were allowed to file several unsecurihts upon one application, thereby
simplifying the process of filing claims by unseedrcreditors;

- compulsory filing claims by creditors was sim@di — they may file their claims only
with the administrator of the bankruptcy assets@mgl in one counterpart;

- creditors were allowed to file a claim even atteg primary filing period of forty five
(45) days from adjudication of bankruptcy, but omly an unsecured claim without
voting rights.

As in bankruptcy, filing claims in case of resturohg was simplified accordingly.

Third Principle
Think Small First — Design rules to apply this prirciple to all areas of law

Act No. 331/2011 Coll. amending and supplementingcA No. 563/2009 Coll. on Tax
Administration (Tax Procedure Code)and on amendments and supplements to certain
acts and amending and supplementing certain atishwvas adopted on 14 September
2011, amended and supplemented Part Il of Act N&6/ZD03 Coll. on Income Tax as
amended (hereinafter referred to as the “Income AeiX) with effect from 1 January
2012.

- The new wording of Article 39 paragraph 9 subpeaply a) of the Income Tax Act
stipulated the obligation for the employer beintagpayer to submit the overview of
income from employment that he has to pay to eaghi@yee, of the advances withheld
and paid for income tax and of tax bonuses forewipus month to the appropriate tax
authority on a monthly basis, always until the eridhe respective calendar month
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(Article 49 paragraph 2 of the Income Tax Act). Utlte amendment to the Income
Tax Act the overview was submitted on a quartedgib.

- The Income Tax Act was amended by the provisiolicle 49a paragraph 8 upon
which the reporting obligation arises for the natuperson or legal entity having
income from business activities, other self-emplegitrand rental, and who in doing so
made the payment of the taxable income in caskthiobenefit of a natural person and
such payment was not registered in the electroash acegister of that natural person
and did not withdraw or collect advance tax orifake total amount of such payments
to the same natural person exceeded the sum of OG0 in a calendar year. The
natural person or legal entity is required to samobtification to the tax authority by 31
March of the year following the year in which thayment was made in cash. The
reporting obligation under the provisions of Ai@2 paragraph 5 of Act No. 511/1992
Coll. on Administration of Taxes and Fees and omr@es in the System of Regional
Financial Authorities valid to 31 December 2011 wegealed. Under that legislation
payments in excess of EUR 3,319.39 made in 2016 vegrorted for the last time.

Upon Ordinance No. 343/2011 Coll. of 12 October 2011 leng down the minimum
wage for the year 2012 the Government fixed a minimuage for an employee paid a
monthly salary to EUR 327.20 per month.

On 19 October 2011 the National Council of the &SloWRepublic adoptedict No.
387/2011 Coll. amending and supplementing Act No36/2001 Coll. on Protection of
Competition and on amendments and supplements to Act of theaSINational Council
No. 347/1990 Coll. on the Organisation of Minissrieand Other Central State
Administration Authorities of the Slovak Republias amended, and amending and
supplementing certain acts. Based on the implerdecb@nges in the concentration of
businesses, from 1 January 2012 the number ofesntithich will report the concentration
to the Antimonopoly Office of the Slovak Republidgllweduce. Upon the adjustment of
criteria only significant concentration will be m@ped, which should lead to time saving
for the office as well as to the time and moneyirsgs/for the concentration participants as
the amendment cancelled also the requirement fioegeneurs to pay a penalty for late
payment of fines.

Maintaining an efficient, simple and neutral taxsteyn for income tax, as well as
consolidation of public finances was the objectieAct No. 548/2011 Coll. amending
and supplementing Act No. 595/2003 Coll. on Incomgax, as amended, and amending
and supplementing certain acts, which was adopyetido National Council of the Slovak
Republic on 1 December 2011.

In particular, the amendment to the Act changedrtibes for the depreciation of tangible
assets as follows:

- It cancelled disproportions in the depreciationtamngible assets depending on the
manner of their acquisition, i.e. acquisition frawn resources, on credit or financial
leasing, so that from the beginning of the year 2@l tangible assets will be
depreciated under the same conditions.

- Itintroduced a new method of applying deprecratio tax expenses in the first year of
depreciation, depending on the number of monthshicth the asset is recognised or
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registered. According to the then valid method epréciation, in the year of the
classification of tangible assets eligible for tise taxpayer was entitled to include the
annual depreciation in tax expenditure, regardtédsthe date of classification of the
property for use. According to the new method,hie year of the classification of the
assets for use the taxpayer may apply only an aligart of the annual depreciation
attributable to the number of months, in which #sset is recognised or in which the
asset is registered.

Act No. 548/2011 Coll. amended Part Il of Act Nk82/2004 Coll. on Local Taxes and
Local Fees for Municipal Waste and Minor ConstructiWaste, as amended. The
amendment effective from 1 January 2012 addredsesdevelopment of electronic
communication by introducing electronic servicesjich can be provided by the tax
administrator that is a municipality.

- On 29 November 2011 the National Council of thev&k Republic adopted Act No.
470/2011 Coll. amending and supplementing Act Nazl/2006 Coll. on Safety and Health
Protection at Work and on amendments and supplenterdertain acts, as amended, and
supplementing Act No. 355/2007 Coll. on the PratectPromotion and Development of
Public Health and on amendments and supplementertain acts, as amended, which,
with effect from 1 January 2012, has adjusted ¢ggslative framework for the conditions
to ensure satisfactory protection of life and Heattf employees by reducing the
administrative and regulatory burden on employeys adjusting the conditions for
providing reconditioning stays and more flexibleriwong conditions for the performance
of the health service and reconditioning stays.

Summary of the most important changes:

- Cancellation of the employer's obligation to ensubhe labour health service for
employees performing work assigned to tieat 2' category: The labour health
service will be required only for employees perfamgwork assigned to the3or 4"
category, regardless of the number of employees.

- The Act stipulated publishing a list of authatisns, certificates and licenses issued by
competent authorities to verify compliance with sadety of technical equipment on the
Internet. A new electronic service was thus intestly which should improve the
awareness of the people carrying out activitieseunlde authorisations, certificates and
licenses issued by the competent authority.

- The obligation of the employer to notify a congdt labour inspectorate of an
occupational disease and exposure to occupatioisglask was cancelled, which
reduced the administrative burden on employers.nipe draft amendment to Decree
of the Ministry of Health of the Slovak Republic Na04/2006 Coll. on the Manner of
Reporting, Filing and Recording of Occupationaldises and Danger of Occupational
Disease, reporting obligation will be imposed oa tompetent health facility, which
admitted the occupational disease risk and ocoupatdisease.

The Act supplemented Part 1l of Act No. 355/200311Gon the Protection, Promotion and
Development of Public Health and on amendments sumpblements to certain acts, as
amended, regarding reimbursement of costs incubyedhe employer for preventive

medical entrance examinations in relation to warkbé performed by an employee who
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did not start employment, and the extension ofpaeod in which it is possible to carry
out preventive medical examinations in relationvtirk for persons performing hazardous

work even by doctors specialising in general medidieing employed by the occupational

health service, as it is a slow increase in the bemof physicians in the respective
subspecialty.

In connection with the preparation of a new actorder control and residence of aliens
under the auspices of the Ministry of Interior dktSlovak Republic, MTCRD SR
initiated modification of certain provisions of $hiAct, leading to a reduction in the
administrative burden for businesses operatingracoadation facilities. Adoption of the
Act on the Border Control and Residence of Aliesst(No. 404/2011 Coll.) has allowed,
from 1 January 2012, the accommodation facilityrajp to report the alien stays to the
Police Force through electronic services estaldistoe that purpose. Furthermore, the
obligation of the accommodation facility operatar keep the house book on the
registration of foreigners accommodated was cagtelForeigners and the Slovak
citizens will be registered in the book of persassommodated, i.e. the accommodation
facility operators will keep only one guest book.

From 1 January 2012, the electronic single corgastts, including payment portal, have

been fully functional. Upon the adoption Att No. 392/2011 Coll. on Trading with

Defence-Related Productsand on amendments and supplements to certain veloish

changed Part Il of Act No. 455/1991 Coll. on Trddeensing (Trade Licensing Act), as

amended, services of the single contact points JS&P notification of trade, suspension

and cancellation of trades, as well as the podsilbd settle court and administrative fees,

have been fully operational. The amendment alstedtthat the submission made by

electronic means and signed by a qualified eleatrsignature (applying to all natural

persons and legal entities not being registerethén Commercial Register) is free of

charge (adjustment of the item No. 148 of the soaledministrative fees). This decision

shortened the time for dealing with Trade Licensijices via the Internet to a few

minutes compared to previous three days, whichasusual time of transfer of payments

from the account of the entrepreneur to the accotlitite State Treasury. This applies to

the following electronic administrative procedures:

- issuing a trade license for free trade;

- getting an extract from the public part of the Te&kgister as an entrepreneur;

- issuing the overview of data entered in the Tradgifer;

- making changes in a trade license certificate;

- issuing a certificate that there is no record mThade Register;

- issuing a document that the provision of servicesnuthe trade license is not
restricted or prohibited.

With effect from 1 January 2012 the administratiee for issuing a document that
providing services upon a trade license is noticstl or prohibited decreased from EUR
10 to EUR 3 (request submitted otherwise than bgtednic means).
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Fourth Principle
Responsive Public Administration — Make public admmistrations responsive to SME
needs

The amendment to Act No. 431/2002 Coll. on Accouitas amended (hereinafter
referred to as the “Accounting Act”), published endNo. 547/2011 Coll., adopted on the
26" meeting of the National Council of the Slovak Repuheld on 1 December 2011,
established the register of financial statementshfe purpose of single submission of the
financial statements to the register in electrdomen and collecting the necessary data
from the register by the persons concerned. Wherabgounting entities will not be
required to submit financial statements to seveualic authorities.

Since 2013, annual financial statements prepapedhie year 2012 will be presented
mainly in electronic form for the first time. A ¢aim group of legal entities and natural
persons — entrepreneurs will be able to submintire statements in paper form and the
collection system will remain maintained for thesaad present.

The register of financial statements will alsoluge annual reports on the financial
statements and annual reports of municipalities lagHer territorial units. The register
will be administered by the Ministry of Finance thfe Slovak Republic, which will
delegate its managing competences to its budgetganisation DataCentrum.

Part XVI of Amendment to the Accounting Act ametidend supplemented Act No.
530/2003 Coll. on the Commercial Register and oreraiments and supplements to
certain acts, as amended, and, with reference twl&®®n of the Government of the
Slovak Republic No. 486/2011 of 6 July 2011, upohicl the draft policy of the
Government of the Slovak Republic to improve theibess environment in Slovakia was
approved, shortened the deadline for the registratiourt to enter a company in the
Commercial Register from five (5) to two (2) worgidays. The provision will take effect
on 1 January 2013.

Legislative regulation of tax administration resded to the development of electronic
communication in society by introducing electrorservices provided in the tax
administration by tax and customs authorities. mb& Act No. 563/2009 Coll. on Tax
Administration (Tax Procedure Code) and on amendsnand supplements to certain
acts, as amended, stipulated the obligation fortdlkeentities being taxpayers of value
added tax to submit documents to the Financial Adstration by electronic means in
accordance with Article 13 paragraph 5 of the TascBdure Code commencing on 1
January 2012. The obligation to deliver documermistie Financial Administration
electronically has also been imposed on a tax aedwaisd attorney representing a taxpayer
in the tax administration, or any other represévgadf the value added tax payer, whom
he represents in the tax administration. Electraubmission of documents will be
realised through an electronic filing room or thghuthe electronic filing room of the
central portal of the public administration and tmeuments must be signed by qualified
electronic signature of the person filing the doeats. However, if the taxpayer wants to
deliver the documents to the tax administrator bycteonic means not signed by a
gualified electronic signature, he shall notify ttex administrator of the information
needed for such delivery through the standard fprrblished on the website of the
Financial Directorate of the Slovak Republic anchatode a written agreement on
electronic delivery with the tax administrator.
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- Act No. 91/2012 Coll.of 29 February 2012 came into force on 9 March22@id shifted
the obligation to deliver documents to the FinanhAidministration by electronic means
arising out of Article 14 of the Tax Procedure Cadel January 2013. It means that the
obligation of the above subjects to deliver docutméa the Financial Administration by
electronic means will commence on 1 January 2013.

A data repository (box) will be created for eackpayer communicating electronically
with the tax administrator, to which documents viad delivered. The taxpayer will be
able to access the data box only upon enteringueragcess codes ensuring the protection
of information that will appear in the data reposyt

The Tax Administration of the Slovak Republic ahé Customs Administration of the
Slovak Republic allow tax entities, within the miganof the law applicable in the Slovak
Republic, to realise filing by electronic meanstie address of the tax administrator
electronic filing room.

Authorised electronic services provided by the Aaxninistration of the Slovak Republic

currently include as follows:

- the list of taxes (overview of taxes for which tgpayer is registered);

- documents of the taxpayer (overview of documenésl fby the tax entity with the tax
office);

- documents of the tax office (overview of documassaied by the tax office to the tax
entity);

- submission of documents (electronic submissiomofiocuments).

Electronic communication with the Customs Admirdaon of the Slovak Republic is

used to provide the following electronic services:

- submission of customs declarations for exports@etiminary customs declarations for
imports and exports;

- submission of applications for information on tleewwity status of the import payments
for imports and exports of goods;

- submission of customs declarations under trandijimistration of guarantees for the
transit procedure and termination of the transotpdure;

- submission of applications for information on tleewwity status of the import payments
in transit.

- The response to the development of electronic comwation is the introduction of
electronic services which, in the field of localxéa, may be provided even by
municipalities. The provisions on the electronicmeounications with effect from 1
January 2012 were included in the Act on Local Bakg adoptingAct No. 548/2011
Coll. amending and supplementing Act No. 595/2003 QulliIncome Tax, as amended,
amending and supplementing certain acts.

- Act No. 331/2011 Coll. of 14 September 2011 amendimand supplementing Act No.
563/2009 Coll. on Tax Administration (Tax ProcedureCode)and on amendments and
supplements to certain acts amending and supplamgecertain acts amended and
supplemented Part V of Act No. 222/2004 Coll. onu¢aAdded Tax, as amended, which,
with effect from 1 January 2013, introduced thecatbed self-assessment system of
taxation for importing goods from third countri@gd)ich means that a taxpayer meeting the
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statutory requirements to import goods shall hifsalculate the tax, state it in the tax

return for the tax period in which the tax lialjilincurred and also deduct the tax. This
will create the same conditions in terms of taxrpagts for taxable goods purchased by a
taxpayer in other Member States of the EuropeantJand for taxable goods imported by

the taxpayer from third countries (countries owddite European Union).

- On 19 October 2011 the National Council of thev8k Republic adoptedct No.
388/2011 Coll. amending and supplementing Act No.981963 Coll., the Civil
Procedure Code as amended, amending and supplementing certenTde amendment
consist in particular in strengthening the tool$atlitate initiation of proceedings, tools to
accelerate proceedings, as well as tools to prewéstruction by the parties to the
proceedings, such as reducing the possibility ddtrolstion to the proceedings by the
parties and their attorneys if they do not appeacaurts for health reason®ne of the
tools to accelerate the proceedings is the intrbolucof time limits on the procedural
decisions of the courts in several areas. Theythiit be able to respond quickly to certain
situations that unnecessarily prolong the procegdimhe Act came into effect on 1
January 2012.

- Strengthening the independence of the judiciand, ahrough legislation, acting on
improving the conditions for independent, imparéat fair court decision-making was the
purpose ofAct No. 33/2011 Collamending and supplementing Act No. 385/2000 Call. o
Judges and Lay Judges and on amendments and seppdeto certain acts, as amended,
and amending and supplementing certain acts, whashadopted by the National Council
of the Slovak Republic on 1 February 2011. Legahsnees are fundamental and necessary
steps to consolidate the judicial system in Sloaaki
Part VII of the amendment has amended and supptechekct No. 757/2004 Coll. on
Courts and on amendments and supplements to cextdsy as amended (hereinafter
referred to as the “Act on Courts”), by the adoptaf which commencing on 1 January
2012 the courts are obliged to publish and make texisions under the conditions and
within the scope in accordance with Article 82dahad Act on Courts. The procedure of the
courts to be followed in publishing the court judgmts and the categories of data that will
be removed from the court decisions before thelipation is governed by Decree of the
Ministry of Justice of the Slovak Republic No. 43211 Coll. on Publication of Judicial
Decisions of 9 December 2011.

The importance of disclosure of judicial decisiarsthe Internet should be seen at the
three following levels:

Transparency — publication of judicial decisionsowdld primarily contribute to the
transparency of the courts decision-making, whibloutd further enhance protection
against secret administration of justice and puraitiny.

Predictability of court decision making — the pshkd decisions will constitute an
extensive database of information on the manneppfication of laws by courts, serving
not only for further education of judges and thgalecommunity and general public, but
also for improving the process of unification ofdicial practice, and thus avoiding
surprising court decisions.

The quality of decision-making — virtually unlimiteaccess to the judicial decisions,
particularly to the content of reasons, should tereeonsiderable pressure to more
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convincing (better) reasoning of the conclusionglenly the courts and it should also
provide enough background information for the emahtontrol of the immediate judicial
activities of specific judges or courts as such.

- Following the task from point B.2 of Government Bleson No. 486 of 6 July 2011
concerning the draft policy of the Government of tBlovak Republic to improve the
business environment in Slovakia “to submit infotima on the implementation of the
measures to the Minister of Economy annually byValy and 30 November by the year
20137, the MoJ SR analyses the possibility to redine amount of court fees for the first
entry of companies in the Commercial Register. present analysis should be submitted
by 31 December 2012.

- In 2012, the Statistical Office of the Slovak RelmfSO SR) is preparing the concept of
care for statistical survey respondents. Within fteenework of the concept a closer
relationship is assumed between SO SR and its mdepts to simplify reporting of the
information required and the effort to reduce theden on businesses. The concept
assumes the increase in the use of administradiseurces and thus to contribute to the
goal not to ask businesses for the information aalye available within the public
administration.

- In 2012, SO SR will implement sample statisticalveys in the group of small businesses,
within which firms will be assigned to the sampieaccordance with the principles of
rotation of reporting units in the sample. A randsehection with rotation will be applied,
which in practice means the annual variation of tmel of the units. The frequency of
inclusion of the unit in the group of reporting tsnwill also be affected by the number of
units in the stratification layer, in which the uisi located.

- In central data collection through the Central infation Portal for Research and
Development and Innovation, the Ministry of EducatiScience, Research and Sports of
the Slovak Republic will not ask SMEs and othertypf scientific research organisations
for information other than those related to thestfientry in databases and updated
subsequently. It is planned to continue in thisidrén 2012 even within more detailed
monitoring of the effectiveness of the public fumdanagement in research and
development projects and eliminating duplicatiod anproving the quality of projects. It
is planned to begin operational tests of the newSkS CRIS, which, later, after the
incorporation of actual requirements for an advdnioéormation system for science and
technology serving for the scientific and reseacodmmunity, as well as the public
administration, will be implemented in the Centiaformation Portal for Research,
Development and Innovation (CIP RDI). The above tio@ed information system should
contribute to the extension of CIP RDI by new fumas in the e-government with respect
to the EU standards and focusing on effective waitki projects, including links with
other IS, to the possibility of evaluating the effeeness and quality of projects,
facilitating access to information about reseavelopment and innovation for all 1S
user categories, deduplication and increase oftrdmesparency of decision-making on
projects. Finally, it will improve the quality ofavk on the public administration portal for
all research and development organisations, inegudmall, medium and large enterprises
innovating their products or pursuing research daxklopment.
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Fifth Principle

Public Procurement and State Aid — Adapt public padty tools to SMES’ needs: facilitate
SMESs’ participation in public procurement and better use of State Aid possibilities for
SMEs

No changes reported

Sixth Principle
Finance — Facilitate SMEs’ access to finance and wdop a legal and business
environment supportive to timely payments in commegial transactions

During 2011 the Export-Import Bank of the SlovakpRblic prepared the conditions for
creating its new insurance product. The produdesgned specifically for the SME sector
and will be launched in 2012.

Based on Government Resolution No. 64/2010, NADSbHéBtinued to prepare the
implementation oMicroloan Program focused on lending the amount of EUR 2,500 to
50,000 to SMEs and natural persons employing upOgersons. The program funds
capital and operating costs on concessional tedryg#r maturity, 6-month suspension of
payments). The interest rate varies from clientclient based on the business plan,
liabilities, results of operations and the like.eThim of the program is to fund the
development and start-up activities in all Slovagions and increase their survival rate
and create new and maintain existing jobs.

Preparation of launching the innovative financragtrument JEREMIE continued. In 2011,
it was decided to increase the contribution frone tesources of the Operational
Programme Competitiveness and Economic Growth (QHE®) for the JEREMIE
Holding Fund (Slovak Guarantee and Development Jdirmn the original amount of
EUR 35,294,118 to EUR 67,058,824. Upon the positpmion given by the Ministry of
Finance of the Slovak Republic, the reallocatiofunids was approved at theBeheeting
of the Internal and Regulatory Monitoring Committdehe MoE SR for EU funds held on
18 April 2011. On 18 August 2011 the call for sélmt of intermediaries for the guarantee
scheme named the First Loss Portfolio Guarantee pddished and five persons
interested in it submitted their applications by tteadline, which was 28 October 2011.

Seventh Principle
Single Market — Help SMEs to benefit more from theopportunities offered by the Single
Market

During 2012, the Department of European Affairs @edhnical Standardisation (DEATS)
of SOSMT SR has implemented linking of the databagehe National Contact Point for
Products with the additional information sourcesS&ISMT SR and EU database systems
(e.g. ICSMS and IMI systems) and realised the gahathegration into the central portal of
the public administration within the upcoming pijeoncerning e-Government services.
The objective of the measure will be a phased ratean of database resources of the
National Contact Point for Products with other upomy information systems and
electronic databases and improvement of the atoesformation for SMEs.
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In 2012, SOSMT SR and SUTN will continue to diss&ate information through the on-

line STS. The measure will thus contribute to cotitipeness and facilitate the transition

to technology and innovation literacy in schoolsd aasier orientation in European or
worldwide accepted state of science and technolddye possibilities of expanded

mediation of the access to the full wording of dg&ms on the read-only basis through
reading rooms at universities or BIC or Regionalviddry and Information Centres

(RAIC) will be checked in relation to the possibéalisation of projects of OPIS or within

grants for science and research.

During 2012, SOSMT SR will carry out an informatioampaign on the use of standards
to gain markets — related to the seminars on teeeiof CE marking, which will be
intended primarily for SMEs by profession and secithus SMEs may obtain better
orientation in requirements for goods and servicedbe EEA market.

Promotional activities of SUTN and SOSMT SR for B8 such as Coneco,
Standardisation Forum, the World Standards Dayntexnational Engineering Fair, and
the Promotional Activities in the Infocentre, aim popularise participation in the
standardisation process and the use of standardg¢pgromote the participation of SMEs
in the process. Awareness of SMEs will create aenfevourable position for this group of
users in gaining the market.

Eighth Principle
Skills and Innovation — Promote upgrading of skillsin SMEs and all forms of innovation

In August 2011, the Slovak Research and DeveloprAgency (SRDA) provided the

Ministry of Education, Science, Research and Spartee Slovak Republic with the draft
programme Promoting Research and Development irll @mé Medium Enterprises — I

for 2012-2016 (VMSP - Il), which has greatly cobtried to the objective to support the
development of capabilities of SMEs in research amgbvation. If approved by the

Government of the Slovak Republic, SRDA will implemt the programme by

announcing a tender.

The application of Act No. 185/2009 Coll. on thegearch and Development Incentives
and on supplements to Act No. 595/2003 Coll. onoine Tax Act, as amended
(hereinafter referred to as “Act No. 185/2009 Chplthe application of the provisions of
Act No. 172/2005 Coll. on the Organisation of Staéepport for Research and
Development and on supplements to Act No. 575/2001. on the Organisation of
Activities of the Government and Central State Awistration, as amended, can be
considered the support of the development of cépabi of SMEs in research and
innovation in 2012 by the implementation of the yis@mns concerning the VMSP
activities, the possibilities provided by the udettee websitewww.vedatechnika.sland
within it the CIP RDI and the Datacentre operaiimghe Slovak Centre of Scientific and
Technical Information (SCSTI).

The application of Act No. 185/2009 Coll., follawg the implementation of the
Commission Regulation (EC) No. 800/2008 can alsoirmduded in the support of
measures to make national research programs dueegisthey are beneficial even for
SMEs from other Member States and assistance tosStdEenter into transnational
research activities in 2012. For the year 2012 SKeRoadmap is prepared in response to
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the EU Roadmap and the European Strategy Forumesadrch Infrastructures (ESFRI).
The European Union Structural Funds — the Operatidtrogramme Research and
Development — can also be used.

In the area of national projects a study of tebtbgn transfer in the Slovak Republic
prepared within the National Infrastructure for Mmeclogy Transfer in Slovakia (NITT
SK) is carried out, including the framework designsupport the development of the
National Technology Transfer System (NTTS) andappsal for the establishment of the
National Technology Transfer Centre (NTTC).

The most important tool for the support of the Na#l Technology Transfer System
(NTTS) should be the so-called National Patent Ftimdugh which charges related to the
provision of intellectual property protection wile paid for the benefit of public research
institutions (not eligible within NITT SK). Thesengtitutions must be provided the
financial support even to ensure expert consuliagiices to ensure the protection of
intellectual property (IP) (IP potential valuatiorpatent attorneys, patent search,
translation, etc.) and in processes for technolegynmercialisation (marketing and
marketing surveys, search for partners, negotiditegsing agreements, spin-off, etc.).

Investigating the possibility of financing the ilamentation of training on technical skills
with using technical standards in professionahirgy (SOSMT SR):

Due to lack of funds it will be necessary to revighwe possibilities of developing a project
/projects for implementation of trainings from Elhis.

Participation of the Slovak Institute of Metroloflyereinafter referred to as “SMU”) in
European research and development projects. Acaprth the EU schedule, SMU
actively participates in international researchpmration in the field of metrology within
FP7 and the grant scheme European Metrology Résaogramme (EMRP).

Providing information in the SUTN Infocentre:

Ensuring the provision of complex information t@ theneral engineering community in
order to improve access to information on technstahdards for SMEs and educational
institutions.

To help SMEs to enter into the national researctiviies in 2012, MESRS SR is
preparing the SK Roadmap in response to the EU iRapdnd ESFRI EU.

Ninth Principle
Living Environment — Enable SMEs to turn environmertal challenges into opportunities

During 2011, draft Act No. 491/2005 Coll. on Emnmental Verification and
Registration of  Organisations within ~ the Scheme ofhe European  Community
for Environmental Management and Audit and on ameards and supplements to certain
acts (hereinafter referred to as the “Act on Envinental Verification and Registration of
Organisations in EMAS”) was prepared, in which $iee category of organisations — the
so-called micro organisations employing up to 9%pes — was introduced. Compared to
the so-called small organisations with a staff @ftd 49 people, for this size category fees
for the first registration, renewal and revocatairsuspension of the registration lower by
50% were designed in the scheme of the Europeariviac@mgement and Audit Scheme
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(EMAS). On 8 November 2011 the Legislative Coumdithe Government of the Slovak
Republic halted the legislative process regardieghill in question.

- Following the Act on Environmental Verification drRegistration of Organisations in
EMAS, the draft strategy is prepared to support praimote EMAS Ill in the Slovak
Republic, which counts with the support of SMEs¢luding through cost reduction
(Article 36 and 37 of Regulation (EC) No. 1221/2@¥%he European Parliament and of
the Council), depending on the type of the orgditisaand the method of approach to the
implementation of the EMAS requirements, i.e. bgugring into clusters, or step by step.
In the near future the prepared draft Act on Envinental Verification and Registration of
Organisations in EMAS will be submitted for theitdgtive process.

The upcoming strategy of supporting and promotingAS will be able to evaluate the
experience gained from the European Commissionrgnogie implemented in Slovakia in
2009 and 2010 — Capacity Building for EMAS in Cahtand Northern Europe, the so-
called EMAS Easy for SMEs, as well as a programmeed at promoting compliance
with environmental legislation for SMEs, the soledl ECAP (The Environmental
Compliance Assistance Programme for SMES).

Tenth Principle
Internationalisation — Encourage and support SMEs ¢ benefit from the growth of
markets

- The sector of the Ministry of Economy of the SlkvRepublic in cooperation with the
Ministry of Foreign Affairs of the Slovak Republg preparing a strategic material named
the Export Promotion in Slovakia for 2011-2014, e¥his to set up a system of the State
support for exports. In line with the pan-Europesrategies, the purpose of the export
promotion is creating a stable pillar supportingaative foreign trade policy of the Slovak
Republic focused particularly on the developmentSbbvak exports, promoting the
competitiveness of Slovak companies in the intéonat markets as well as trade and
economic interests of Slovakia in the EU and preténon-EU territories.

Report on the State of Small and Medium Enterprises in the Slovak Republic in 2011 49



3. The development and status of SMEs in 2011

Small and medium-sized enterprises are the backbbtiee Slovak economy, as in other
countries with developed market economies. Sysiematprovement of the business
environment is an important prerequisite for theeligpoment of the business sector. With a
certain time lag, changes in the business envirohrage also reflected in the quantitative
characteristics of the sector of small and mediwees enterprises, which, within the
corporate economy, provides jobs for 72.2% of tbeva labour force and contributes by
55.6% to the value added production.

In order to improve the business environment forES8evelopment, it is necessary to
assess its position and monitor development. A eleapalysis of the SME sector in the
context of time allows identifying existing trendsxpecting future developments and
preparing measures to ensure the optimal developmbis chapter presents the quantitative
characteristics of the SME sector in 2011 in thetext of its development over the past few
years and comparison of the available data onukaess sector in Slovakia and the EU.

The categorisation of companies by their size usedhis chapter is in line with
Commission Recommendation No. 2003/361/EC appkcdbbm 1 January 2005. The
category of SMEs consists of the enterprises vafis than 250 employees. The category of
large enterprises includes enterprises employin@ @ more persons. Within the SME
category there are distinguished micro enterpii@ds 9 employees), small enterprises (10 to
49 employees) and medium-sized enterprises (5Gt1%eployees). In cases which do not
distinguish the category of micro enterprises, $nmaisinesses include all enterprises
employing O to 49 persons. In addition to the nund§evorkers, also other criteria related to
the turnover, asset value and ownership structppéydo the business categorisation under
the above Directive. With the exception of Subcap@t10 Selected Indicators of Financial
Performance of SMEs (criteria applied — the numbgremployees and turnover), the
following subchapters state the number of emplogsethe sole criterion for inclusion of the
company in the category of SMEs. This categorisattiows comparison of the state of
SMEs in the Slovak Republic with the state of theibess sector in the European Union.

The organisational structure of small and mediurnedi businesses comprising the
number of businesses, industry classification, germshd age composition and dynamics of
development is described in detail in Subchapteds tBrough 3.4 and the next part
(Subchapters 3.5 and 3.6) is devoted to the impaBMESs on employment and comparison
of indicators of the SMEs organisational structamed employment with the EU level.

Economic characteristics of SMEs are presented ha following subchapters.
Subchapters 3.7 and Subchapter 3.8 deal with tk#igoo of SMEs in the basic economic
indicators (gross output, added value, and prefiote tax) as well as in the most significant
sectors. Subchapter 3.9 focuses on the area oigforeade, and the newly included
Subchapter 3.10 is devoted to the evaluation efcsed indicators of financial performance of
SMESs: positive operating result, return on revenuesal indebtedness and maturity of
liabilities.

Regional aspects of development of SMEs in termegibns of Slovakia are analysed in
the next Subchapter 3.11.
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An important part of monitoring of the business iemvment is the quantitative surveys
conducted on a representative sample of businestés) are described in Subchapter 3.12.
In 2011, or at the turn of 2011 and 2012, NADSMEHied out the following surveys:

- A survey of views of SMEs on the quality of thenegs environment in particular

towns in the Slovak Republic;

- A survey of business activity in the Slovak RepubliGlobal Entrepreneurship

Monitor (GEM).
The second part of the subchapter presents surwéysh were carried out by the European
Commission and Eurostat:

- The opinion of SMEs on eco-innovation;

- The access of SMEs to finance.

The report presents only the key/selected surveylte details of which are given in the
reports of various surveys published on the NADSMibsite (see links below).

Subchapter 3.12 provides basic information on thalyéical studies conducted by
NADSME in 2011. Overall, two studies on the issfi¢gamily business and law enforcement
in business relations were prepared. The reposepts only the key/selected findings, details
are given in the documents — outputs publishechelNADSME website (see links below).
Recommendations arising from the analyses are giv@mapter 4.

Assessment of the state of the sector of smallmaedium enterprises referred to in that
chapter is based on processing of data in thesstali Register of Organisations and
information published by the Statistical Office tbk Slovak Republic (SO SR). In order to
assess the position of SMEs in employment anddgorgade, SO SR prepared special outputs
for the needs of NADSME. Selected financial perfante indicators were processed on the
basis of the financial statements of SMEs, whichD$ME has available from the
DataCentre resources. The data resource for EUtreesiis Eurostat. Graphical data, which
are referred to in the following subchapters, &ted in Annex hereto.

3.1 Natural persons

In 2011, according to the SO SR data, in Slovak@eeline in the number of natural
persons — entrepreneurs was registered by 1.9%oyegear, while at the end of 2011 its
register contained a total of 402,325 natural pesseentrepreneurs. The year-on-year decline
in the number of natural persons — entreprenewsban recorded every year since 2009. In
2011, of the total number of natural persons —epnéneurs, 375,722 were small trade
licensees, 19,069 were persons doing businessbarali professions (entrepreneurs —
freelancers) and 7,534 independent farmers (Chand1lChart 2). The year-on-year decrease
was mainly affected due to the reduction of thaltoimber of small trade licensees by 8,480
(2.2%) and independent farmers by 194 (2.5%). Tumaber of entrepreneurs — freelancers
has increased by 691 (3.8%) year on year. Of thal toumber of natural persons —
entrepreneurs (402,325) by the number of employ@@% was included in the category of
micro enterprises (0-9 employees, including busesswith an unknown number of
employees) and 1% in the category of small enteepr(10-49).

Compared with 2010, there was a decrease in thgopion of small trade licensees in
trade (by 0.4 p.p.) and in industry (by 0.1 p.m)services (SK NACE, Section H through S),
the proportion of small trade licensees increase@.b p.p. year on year and in agriculture
(SK NACE, Section A — Agriculture, forestry, fislghit remained unchanged. Even the share
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of small trade licensees in the construction ingu&mained unchanged. The relatively stable
sector structure of self-employed is shown in CBart

Looking at the detailed structure of individual urstries, the most important sectors
according to SK NACE classification are trade withiL,502 (27.0%) small trade licensees,
construction with 86,384 (23.0%) small trade li@as industry with 61,110 (16.3%) small
trade licensees and business services (SK NACHio8d€ to N) with 50,670 (13.5%) small
trade licensees. 24,926 (6.6%) small trade licensperate in the transport and information
sector, 23,674 (6.3%) small trade licensees inrabevices (SK NACE, Section O and S),
14,495 (3.9%) small trade licensees in accommonatial food services and 12,961 (3.4%)
small trade licensees in agriculture (SK NACE, ®acA) (Chart 4).

The number of small trade licensees decreasedymostrade (by 3,799), industry (by
1,939), and construction (1,876) and hotels anthueants (by 510). A slight increase in the
number of small trade licensees was observed artlya transport and information sector (by
55) and agriculture (by 24). The year-on-year clearig numbers of small trade licensees by
sector are shown in Chart 10.

Of the total number of self-employed in the catggamtrepreneurs — freelancers (19,069),
according to the SK NACE classification 32.9% @ped in ancillary activities in insurance
industry and in old age pension scheme, 26.5% idicakand dental practice activities,
22.0% in legal services, 6.5% in the architectumadl engineering activities, 4.3% in
veterinary activities and 7.8% in other activities.

One of the indicators that can describe the leelevelopment of the knowledge
economy is also the structure of business entdmrding to the technological level of
industries and knowledge intensity of services rasfi in accordance with SK NACE
classification. At the end of 2011, of the totalnther of the small trade licensees in the
manufacturing sector (60,481), a total of 6.3% (y@mayear decrease by 0.3 p.p.) were
registered in the sectors of manufacturing at mmaehigh and high technological level
(economic activities with intermediate and highemgtity of research and development),
55.2% (growth by 0.8 p.p.) of small trade licensi@esectors with medium-low technological
level and 38.6% (decrease by 0.5 p.p.) of smallletrdicensees in sectors with low
technological level (Chart 5). Of the total numbésmall trade licensees in the service sector
(215,267; SK NACE, Section G and S collectivelydlwng trade and services), 26.2% (the
year-on-year growth by 0.4 p.p.) were operatingkmowledge intensive services that are
crucially based on the use of knowledge or skifisai particular discipline and 73.8% in
knowledge undemanding services (Chart 6).5

According to the Statistical Office of the Slovalefiblic, in 2011 most small trade
licensees were operating in the Zilina Region (58)6the Bratislava Region (56,581), and
the PreSov Region (55,132). In the Nitra Regionghgere 46,120 small trade licensees, in
the Trerin Region 42,153, in the Trnava Region 40,222, hie Banska Bystrica Region
39,656, and in the KoSice Region 37,246. In terindistricts, most small trade licensees
were in the districts of Zilina (14,028), Nitra (925), Bratislava V (11,365), PreSov (10,803),
Dunajska Streda (10,233) and Bratislava Il (10,070)e smallest number of small trade

® Definition of sectors according to the technologal level and knowledge intensity of services is
shown in the following link:
http://epp.eurostat.ec.europa.eu/cache/ITY SDDS/Arexes/htec_esms_an3.pdf
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licensees was in the districts of Medzilaborce j6Bbbrance (855) and Poltar (980). The
development of the number of small trade licenggekown in Chart 13.

Of the total number of independent farmers, 1,4%tewegistered in the Nitra Region,
1,342 in the Banské& Bystrica Region, 1,091 in tb&ike Region, 1,030 in the PreSov Region,
1,011 in the Zilina Region, 876 in the Trnava Regi66 in the Bratislava Region and 267 in
the Trertin Region.

4,006 entrepreneurs — freelancers were registerd¢lei Bratislava Region, 2,777 in the
KoSice Region, 2,382 in the PreSov Region, 2,36théNitra Region, 2,163 in the Banska
Bystrica Region, 1,919 in the Zilina Region, 1,808he Trewin Region and 1,639 in the
Trnava Region.

3.2 Gender and age composition of natural persons
Gender composition of natural persons

Of the total number of natural persons — entrepreneegistered in the Register of
Organisations of SO SR as at the end of 2011, 7&8% men and 27.7% women. Resulting
from a year-on-year comparison, the number of worhas increased by 0.2 percentage
points. Compared to 2007, their share fell by @rcentage points. In 2011, in terms of legal
forms, women — entrepreneurs were largely repredeim entrepreneurs — freelancers
(53.5%). Significantly lower representation wasar@d among small trade licensees (26.5%)
and independent farmers (24.9%).

Figure 3.1: Gender composition of natural persons — entreprenas by legal form

Natural persons
Small trade Independent Entrepreneurs — -
Gender/legal form :
licensees farmers freelancers entrepreneurs
totally
man 73.5% 75.1% 46.5% 72.3%
woman 26.5% 24.9% 53.5% 27.7%

Source: Register of Organisations of SO SR, prepared by NSKE

In particular sectors, small trade licensees woreanhed the highest proportion in the sector
(by SK NACE) of other services (61.2%), businessises (49.6%), accommodation and
food (39.6%) and trade (38.9%). Conversely, smatld licensees women had the smallest
representation in the construction industry (1.88g)jculture (10.8%), industry (13.5%) and
transportation and information (13.6%). The gerabenposition of small trade licensees by
sector is shown in Chart 29.

More than average representation had women ingetreurs — freelancers in the area of
ancillary activities in insurance and pension fungfi (65.2%) and outpatient, dental and
medical operations (62.5%). 42.1% of women werengldiusiness in the field of legal
activities, 23.2% in veterinary activities and 2.$ architectural and engineering activities.

Small trade licensees women had more than avergesentation in the Bratislava
Region (33.1%), the KoSice Region (30.6%) and tla@dRéd Bystrica Region (29.1%). In

® (according to SK NACE)
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other regions, self-employed women reached thegptiop from 22.1% (the Zilina Region)
to 26.2% (the Nitra Region). The gender compositbsmall trade licensees in the Slovak
Republic by region is shown in Chart 30.

In terms of assessment of economic activity caroigidby self-employed men and women
in particular regions, Chart 31 shows the sharthefmumber of active natural persons in the
total number of economically active populationsgeynder and region.

The age structure of natural persons

According to the Register of Organisations of th&tiStical Office of the Slovak
Republic, the largest group consists of naturasqes — entrepreneurs in the age from 30 to
39 years (28.6%), followed by the category in tge rom 40 to 49 years (27.0%), in the age
from 50 to 59 (22.5%) and in the age of less tHagears (14.7%). In the category of aged 60
and over, 7.2% of entrepreneurs were active. The stgucture of natural persons —
entrepreneurs presenting the image of the agetsteuaf entrepreneurs by legal form is listed
in Figure 3.2. Graphical representation of the stgecture of natural persons — entrepreneurs
is shown in Chart 32,

In terms of particular legal forms, the most sigriht representation of the higher age
categories is evident in the group of independamhérs and entrepreneurs — freelancers (the
persons in the age of 50 and over accounted f@%n case of independent farmers and
47.4% in entrepreneurs — freelancers). For smalletrlicensees, the proportion reached
28.1%. Conversely, persons in the age of less Bfapears were mostly represented in the
group of the small trade licensees (15.2%); inddpat farmers only 3.1% and the
entrepreneurs — freelancers 10.9%.

Figure 3.2: The age structure of natural persons — entreprenewrby legal form

Agellegal form Small e Inlejpier el Entreg rfneur sziglpggrzz(zj?:
licensees farmers f

reelancers totally
less than 30 15.2% 3.1% 10.9% 14.7%
30to 39 29.3% 11.5% 20.9% 28.6%
40 to 49 27.4% 18.1% 20.8% 27.0%
50 to 59 22.2% 25.6% 27.9% 22.5%
60 to 69 5.1% 18.4% 15.9% 5.9%
70to 79 0.7% 11.8% 3.2% 1.0%
over 80 0.1% 11.4% 0.4% 0.3%

Source: Register of Organisations of SO SR, prepared bPSKE

The age structure of natural persons — entrepreneyrgender indicated in Chart 33
shows a greater concentration of men in the youagergroups — 39 or less, and conversely,
a greater concentration of women in the age ofrdDawver.

Quite a significant percentage of the group ofvactiatural persons — entrepreneurs in the
age of 50 and over (29.7%) will require increasétndion because of the imminent
retirement age of those entrepreneurs. In termslegél forms, the most significant
representation of the persons in the age of 50oardis in independent farmers (67.3%) and
in entrepreneurs — freelancers (47.4%).
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3.3 Legal entities — enterprises

At the end of December 2011, the Register of Oggdiuns of SO SR recorded 210,087
legal persons, of which 153,881 were enterpriseb 3H206 non-profit institutions. In the
year-on-year comparison, the total number of leguities increased by 6.6%. Compared to
2010, the total number of enterprises increased®M$80 (7.6%). In 2011, the number of
SMEs - legal entities increased by 7.6% year on tged53,283.

The crucial part of all businesses (153,881) wasranenterprises (including enterprises
with an unknown number of employees), which accedinfor 88.8%. Small businesses
accounted for 9.0%, medium-sized businesses &6 h&d large enterprises for 0.4%. Small
and medium-sized enterprises accounted for 99.6%eofotal number of businesses — legal
entities. The number of registered micro enterprismploying up to 9 persons (including
those with an unknown number of employees) incibayes,528 year on year to 136,672, the
number of small businesses with a staff of 10 ted®loyees by 4,301 to 13,850, the number
of medium-sized companies with a staff of 50 to 2#8ployees by 37 to 2,761 and the
number of large enterprises with more than 250 eygas by 14 to 598. Overall, the number
of small and medium-sized enterprises — legaliesthas increased by 10,866 (7.6%) year on
year to 153,283.

The development of small and medium-sized enterpsishown in Chart 7. Changes in
the particular size groups in the years 2002 tol28f6e shown in Chart 8. In 2011, we
observed the year-on-year decline in the share ioforrenterprises (0-9) by 2.2 p.p., the
increase in the share of small enterprises (10649.3 p.p. and the decline in the share of
medium-sized enterprises by 0.1 percentage points.

According to SK NACE classification, the most ofahand medium-sized enterprises —
legal entities were active in trade (46,694), besmservices (SK NACE, Section K to N —
46,596), industry (14,554), transportation and rimfation services (12,727) and construction
(12,478). 9,592 enterprises were active in othareses (SK NACE, Section O to S), 5,203 in
agriculture and 5,439 in accommodation and foodises. Compared to 2010, the number of
small and medium-sized enterprises in businesscesrincreased by 4,809, in trade by 1,766,
in transport and the information services by 1,28%onstruction by 1,044, in other services
by 886, in industry by 546, in hotels and restatgdry 420 and in agriculture by 156. The
sectoral structure of small and medium-sized ent&p is presented in Chart 9. The year-on-
year changes in the number of SMEs — legal ent{884E-LE) by sector are shown in Chart
10.

According to the technological level of manufaatgriindustry in 2011, of the total
number of SME-LE registered in the manufacturingt@e (13,276), 2.9% were in the
production of high-technology (economic activitiesth high research and development
intensity), 13.9% in sectors in the medium-highhtesdogical level, 40.5% (growth by 0.3
p.p.) in sectors with medium-low technological leaad 42.7% (decline by 0.3 p.p.) in
sectors with low technological level (Chart 11).t0¢ total number of SME-LE in the service
sector (121,048; SK NACE, Section G to S colledyivavolving trade and services), 34.8 %
of SME-LE (the year-on-year growth by 0.8 p.p.) &eperating in knowledge intensive
services that are crucially based on the use oWledge or skills in a particular discipline
and 65.2% of SME-LE in knowledge undemanding sesjievhich was by 0.8 p.p. less than
in 2010 (Chart 12).
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In the preceding year, in terms of legal forms, madghe total number of SMEs — legal
entities (LE) were limited liability companies (296) and joint stock companies (3.5%).

Of the total number of small and medium-sized qmiees (LE) in 2011, 79.5% were
enterprises in the private domestic ownership, %4fdreign-owned, 4.8% in the international
private ownership, and 1.0% in cooperative ownegxshi

Of the total number of small and medium-sized gmises (legal entities) in 2011, 54,203
were active in the Bratislava Region, 15,843 in KwSice Region, 15,395 in the Nitra
Region, 13,993 in the Zilina Region, 14,136 in the3ov Region, 14,153 in the Trnava
Region, 13,233 in the Bansk& Bystrica Region an@B2I2 in the Tre&in Region. The
development of SME-LE by region is shown in Chart 1

3.4 The dynamics of development of legal entities andatural persons —
entrepreneurs

The dynamics of development drawn up according tohe methodology of business
demography

SO SR publishes data on the number of incurred d&fdnct economic entities since
2007, according to the common methodology of OECH durostat for Business
Demography, upon which the newly established estire defined as legal entities and
natural persons — entrepreneurs, which had, in rdspective year, revenues or two
employees, while in the two preceding years theg haither revenues nor employees.
Defunct entities are defined as legal entities aatliral persons — entrepreneurs that were
active in the given year, but in the next two yethesy had neither revenues nor employees.
Legal entities other than enterprises also incldata for non-profit institutions (according to
data from the Register of Organisations of SO SR profit organisations accounted for 9%
of the total number of legal entities and natuealspns — entrepreneurs).

The most recent data on the newly established ientiiccording to the business
demography methodology are published for the ye@®92 According to the above
methodology, in 2009, SO SR recorded a total o743,newly established subjects (legal
entities and natural persons — entrepreneurs).
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Figure 3.3: The emergence of legal entities and natl persons — entrepreneurs in
Slovakia by size category according to the numberf @mployees and economic activity

Size category 2006 2007 Size category 2008 2009

Oto4 47,097 46,473 [ 0to 4 54,963 62,663

5t09 570 1,949 | 5-9 1,465 656

over 10 358 1,436 | over 10 1,146 424

Total number 48,025 49,858 | Total number 57,574 63,743

Economic activity (Classification of Economic

Activities — OKE C) Economic activity (SK NACE)

C to E Industry 10,567 11,130 | B to E Industry 10,409 8,433

F Construction 8,338 8,840 | F Construction 11,949 12,073

G Trade 15,603 13,995 | G Trade 14,429 18,040

H Hotels and restaurants 1,014 1,488 | H Transportation and storage 1,768 2,162

| Transportation, posts, | Accommodation and food

telecommunications 1,434 1,657 | services 1,853 2,389
J Information and

J Financial intermediation 1,033 597 | communications 2,022 2,453

K Real estate, renting, K to L Financial activities, real

business activities 6,829 7,511 | estate 3,019 2,799
M Professional, scientific and

M Education 480 493 | technical activities 6,020 7,880
N Administrative and support

N Health care and social work 1,091 1,037 | services 2,178 3,061

O Other community, social and 1636 3110 P to S Education, health care,

personal services ! ! entertainment, others 3,927 4,453

Selected sectors totally 48,025 49,858 | Selected sectors totally 57,574 63,743

Source: SO SR, prepared by NADSME

Of the total number of the newly established exgiti98.3% were included in the size
group having 0 to 4 employees. Compared to 2008 tdkal number of newly established
entities increased by 6,169. In terms of sectotalctire (according to the Statistical
Classification of Economic Activities — SK NACER 2009 most subjects were established in
trade (18,040), construction (12,073), manufactu{®,433), and professional, scientific and
technical activities (7,880).

Based on Eurostat data, according to the methogofog business demography in
selected sectors (SK NACE, Sections B to N) theesloh newly established entities in the
total number of active entities in Slovakia reaci€d3% in 2009. Compared to 2008, the
proportion of newly established entities increabgd.8 percentage points. Within particular
sectors, this indicator reached the values of 13&%4.7%, while the highest values were
reached in the real estate activities (24.7%), adhtnative and support services (23.1%) and
information activities and communications (20.9%)onversely, that index reached the
lowest values in industrial production (13%), ficah and insurance activities (13.9%) and
transport and storage (14.2%). The proportion oflyeestablished subjects in selected
sectors and EU countries is presented in Chart 34.

The most recent data on defunct entities are phdalisfor the year 2008, and they
represent preliminary data that will subsequendypht more precisely by SO SR. According
to preliminary data resulting from the above metiiody, during 2008 totally 56,053 entities
(legal and natural persons — entrepreneurs) wessldied. Of the total number of the defunct
entities, 95.8 % were included in the size growpirita0 to 4 employees. In terms of sectoral
structure (according to the Statistical Classifaatof Economic Activities — SK NACE), in
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2008 most subjects were dissolved in trade (15,56#)struction (10,930), manufacturing
(9,892) and professional, scientific and technazivities (5,621).

Figure 3.4: Dissolutions of legal entities and natal persons — entrepreneurs in Slovakia
by size category according to the number of emploge and economic activity

Dissolutions of enterprises Dissolutions of enterprises

in Slovakia 2005 2006 2007 | in Slovakia 2008

Size category Size category

Oto4 33,603 | 39,857 | 48,150 | Oto4 53,671

5t09 1,136 625 3,369 | 5t0 9 1,205

over 10 1,151 582 2,333 | over 10 1,177

Enterprises totally 35,890 | 41,064 | 53,852 | Enterprises totally 56,053

Economic activity (OKE C) Economic activity (SK NACE)

C to E Industry 5,213 6,556 8,523 | B to E Industry 9,892

F Construction 5,170 5,712 6,980 | F Construction 10,930

G Trade 12,667 15,731 19,385 | G Trade 15,504

H Hotels and restaurants 1,662 1,688 2,709 | H Transport and storage 1,776

| Transport, posts, I Accommodation and food

telecommunications 1,487 1,480 2,051 | services 1,833
J Information and

J Financial intermediation 152 417 516 | communications 1,626

K Real estate, renting, K to L Financial activities, real

business activities 6,216 6,375 7,606 | estate 2,743
M Professional, scientific and

M Education 482 538 532 | technical activities 5,621

N Health care and social N Administrative and support

work 546 646 1,203 | services 1,801

O Other community, social P to S Education, health care,

and personal services 2,295 1,921 4,347 | entertainment, others 4,327

Selected sectors totally 35,800 | 41,064 | 53,852 | Selected sectors totally 56,053

Source: SO SR, prepared by NADSME

According to preliminary data from Eurostat, thearghof defunct entities in the total
number of active entities according to the methogypl of the business demography in
selected sectors (SK NACE, Sections B to N) in 8k reached 15.0% in 2008 and
compared with 2007 it increased by 0.9 percentagetg Within particular sectors, this
indicator reached the values from 6.6% to 24.2%,tae highest values were reached in real
estate activities (24.2%), financial and insuraacévities (17.7%) and in manufacturing
(15.9%). On the contrary, the lowest values weeehied in the electricity, gas and water
supply (6.6%), mining and quarrying (8%) and accadation and food services (12.2%).
According to preliminary data, the proportion ofdect subjects in selected sectors and EU
countries is presented in Chart 36.

Of the total number of newly established entitreSlovakia in selected sectors, according
to Eurostat data, 74.9% of entities were activeratie first year of their establishment. In
Slovakia, 44.4% of entities are active after thi#ghfiyear of their establishment. The
proportion of entities active two years after thestablishment in selected sectors and EU
countries is shown in Chart 35. According to theadpresented, Slovakia is among the
countries with above-average proportion of esthblisand defunct subjects as well as among
the countries with the lowest survival rate of ngwstablished entities after the second year
of their establishment.
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Figure 3.5: The proportion of active entities in eah year since their establishment (the
so-called survival rate) in selected sectors in Slakia in 2009 (in %)

ﬁi%?zr ézaec\f:g;dlng [ZE 1" year | 2Myear | 3%year | 4"year | 5"year
Industry 74.7 56.2 52.1 50.3 47.3
Construction 73.7 57.0 52.4 49.9 57.7
Services (including trade) 755 48.2 49.5 46.6 43.1
Selected sectors totally 74.9 51.8 50.6 47.8 44.4

Source: Eurostat, Business Demography Statistics, preday®&RDSME

In the first year of their establishment, newlynma&d entities in Slovakia in selected
sectors achieve 11.1% of the total number of actwejects. After the fifth year of their
establishment, newly formed entities account f6r%.of the total number of active subjects.

Figure 3.6: The proportion of newly established erities in the total number of active
entities in each year after their establishment irselected sectors in Slovakia in 2009 (in
%)

fli%%r l(?alecvcggdlng 9 EIX 1'year | 2%year | 3%year | 4" year 5" year
Industry 12.6 8.8 7.5 5.4 2.9
Construction 12.2 7.4 6.5 6.3 3.0
Services (including trade) 10.3 5.5 5.8 5.6 3.9
Selected sectors totally 11.1 6.4 6.2 5.7 3.5

Source: Eurostat, Business Demography Statistics, preday®&RDSME

Development of the number of SMEs based on data fino the Register of Organisations
of SO SR

Of the total number of small and medium-sized gmises (555,608) recorded in the
Register of Organisations of SO SR at the end akebDwer 2011, 44,393 SMEs were newly
established during 2011 (based on the date of #eablishment). According to particular
legal forms of the newly established SMEs, 5,663ewenterprises, 37,383 small trade
licensees, 1,134 entrepreneurs — freelancers aéh@dépendent farmers. Of the total number
of the newly established SME-LE (5,663), 2,182 tethrdoing business in commercial
services, 1,459 in trade, 500 in construction, #9gansport and information, 425 in other
services, 329 in industry, 170 in accommodationfaod services, and 106 in agriculture. In
terms of the sector of operation, 9,953 small trickensees started doing business in the
construction sector, 7,993 in trade, 5,737 in imgusH,591 in business services, 2,830 in
transport and information, 2,428 in other servicé®85 in agriculture, and 1,166 in
accommodation and food services.

Figure 3.7: Development of newly established SMEsyldegal form based on data from
the Register of Organisations of SO SRdrawn up according to the date of their
establishment)

Legal form of SMEs 2007 2008 2009 2010 2011

SME-LE (legal entities) 6,333 9,592 5,942 6,656 5,663
Small trade licensees 37,704 41,355 32,508 | 34,937 37,383
Independent farmers 299 243 215 185 213
Entrepreneurs — freelancers 1,500 1,082 1,074 921 1,134
SMEs totally 45,836 52,272 39,739 42,699 44,393

Source: Register of Organisations of SO SR, prepared by SME
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3.5 Proportion of SMEs in employment

According to quarterly corporate reporting procesbg SO SR, the average number of
persons employed in the national economy of thegkldrepublic in 2011 was 2,192,500.
Compared to 2010, employment increased by 1.9% @#ousand persons). The year-on-year
growth in the number of employed persons was rexbid all quarters, but at the end of 2011
the growth rate gradually reduced.

The highest year-on-year percentage increase iertitfoyment rate was recorded in the
information and communication activities by 12.2%y (5.8 thousand persons), in
professional, scientific and technical activitieg 10.0% (7.9 thousand employees), in
administrative and support services by 8.3% (8aishnd persons), in arts, entertainment and
recreation by 5.2% (2.1 thousand employees), andduastry by 4.3% (by 20.7 thousand
persons). Conversely, according to quarterly caj@oreporting the employment rate fell year
on year in public administration, defence and cosgry social security by 4.2% (6.2
thousand employees), in construction by 3.6% (Goisand employees), in wholesale, retalil
trade, repair of motor vehicles and motorcyclesOd%% (2.0 thousand persons) and in
education by 0.4% (0.7 thousand employees).

Of the total number of persons employed in theomati economy of the Slovak Republic
(2,192,500), (according to a quarterly corporateoréng) 1,809.1 thousand persons were
engaged in the profit-oriented corporate sectomgared to 2010, the employment rate in the
profit-oriented corporate sector grew by 2.6% (By94thousand employees) year on year. In
the category of small and medium-sized enterprisesjuding natural persons -
entrepreneurs, the employment rate grew by 2.6% gegyear (decrease by 0.5% in 2010).
The employment rate grew year on year in the cayegatural persons — entrepreneurs by
0.4%, small businesses by 6.6% and medium-sizedp@iges by 2.5%. The average number
of persons employed in large enterprises increageti7% year on year (decrease by 3.2% in
2010).

The position of small and medium-sized enterprisdke field of employment since 2006
is shown in Chart 16. In 2006, small and mediunegibusinesses, including small trade
licensees, provided jobs to 71.5% of the populatiemployed in the business sector, and by
2011 that share increased by 0.7 p.p. to the lei&2.2%. In terms of size categories and
legal forms, of the total employment rate in thesibass sector in 2011 natural persons —
entrepreneurs (individuals — entrepreneurs and #rmaployees) accounted for 35.9%, small
businesses 21.3% (micro enterprises — 7.7%), medined businesses 15.0% and large
enterprises 27.8%. In 2011, small and medium ensexp accounted for 72.2% (the same as
in 2010) of jobs in the business economy and 5%6%tal jobs in the national economy of
the Slovak Republic (according to quarterly corporaporting of SO SR).

Chart 18 shows the overall structure of jobs in Itisiness economy in 2011 by size
category of enterprises, including natural persensentrepreneurs. Micro enterprises
accounted for 39.6% of the employment rate, smadiress 17.1%, medium-sized businesses
15.6%, and large enterprises accounted for 27.8%6hs in the business economy. Of the
total number of natural persons — entrepreneurspamnsons employed by them (650,000),
88.6% were included in the category of micro enisgs (0-9), 9.9% in the category of small
enterprises (10-49) and 1.4% in the category ofinmedized enterprises (50-249).
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According to quarterly statistical reporting in 2Qlindividual regions of Slovakia
participated in the total jobs in a range from %0.{the Banska Bystrica Region) to 20.1%
(the Bratislava Region). The number of employeese@sed year on year in all regions of
Slovakia. The largest year-on-year increase in dimployment rate was recorded in the
Trendin Region (by 4.9%), followed by the Zilina Regiby 3.9%, the PreSov Region by
3.4%, the KoSice Region by 2.1%, the Bratislavai®edpy 0.8%, the Trnava Region by
0.7%, the Nitra Region by 0.2% and the Banska RysRegion by 0.1%.

The total year-on-year growth of jobs in 2011 h&diously a positive impact on the
development of unemployment. According to the Lakdéorce Survey, in 2011 the average
number of unemployed dropped by 5.4%, while thaltaumber of unemployed reached
367.9 thousand persons. The unemployment ratéyell.9 p.p. year on year to the level of
13.5%. Data from the quarterly corporate reporiimgjcate that the impact of employment
growth in the category of small and medium-sizetegmises (growth by 32.9 thousand
employees) on the decrease of the number of ungegbleeople was more important than for
large enterprises where the number of employedpserscreased by 13.0 thousand persons
year on year.

3.6 Comparison of size structure and employment of SMEvith available
resources of EU

Size structure of the business sector in Slovakiargely similar to the size structure of
enterprises of the other EU Member States. To coenghee structure of the business sector
and its share in the employment rate in the Sld¥@gublic and the 27 EU member countries
in terms of size categories, data published by &atoand SO SR were used. The data
presented show some methodological differences d@otdken into account in mutual
comparison.

Data for the EU-27 are compiled by Eurostat methlaglo for Structural Business
Statisticsand cover the sectors of the non-financial busieessomy. The data for the EU-27
in the case of Slovakia, in contrast to the ottmmtries, have included data only for legal
entities — enterprises. The statistics also shaw ¢l the total number of almost 21 million
businesses in the non-financial business econonthenEU countries, SMEs account for
99.8% (with a strong representation of micro entsgs — 92%) and contribute to jobs by
66.7%.

The number of businesses in Slovakia (enterprisiegal entities and natural persons —
entrepreneurs) in the figure below represents theleveconomy of the Slovak Republic and
the data source is the Register of OrganisatiorS@fSR. In case of the employment rate,
data presented represent the average number afngeesnployed in the corporate profit-
oriented economy according to the results of thartguy corporate reporting of SO SR.
According to those data, SMEs in the Slovak Reputdpresent (including natural persons —
entrepreneurs) 99.9% of the total number of buseg$micro enterprises account for 96.1%)
and patrticipate in jobs in the business economy22%.

Based on the data presented in Figure 3.8, it earphcluded that in the Slovak business
sector the micro enterprises represent more siogmifi proportion than in the other EU
countries. In Slovakia, micro enterprises reaci®@6of the total number of businesses, which
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is by 3.9 p.p. more than in the EU countries andrdaute to jobs in the business economy by
39.6%, which is by 10.6 p.p. more than in the Euntoes.

Figure 3.8: The size structure of the business sectin the Slovak Republic and EU

Size of the enterprise
Micro | Small [Medium| Large SMEs Total
(0-9) |(10-49)|(50-249)| (250+)
Number of businesses in non-financial
business economy, 2009 (in
EU-27 thousands) 19,169 | 1,351 229 42 20,750 20,791
(2059/ Share in the number of businesses 92.2%| 6.5% 1.1%| 0.2% 99.8% | 100.0%
2008) Number of persons employed in non-
financial business economy, 2008 (in
thousands) 39,325 | 27,856 23,410 45,185 90,591 [ 135,776
Share in the employment rate 29.0%| 20.5%| 17.2%| 33.3%| 66.7%| 100.0%
Number of businesses 534,766 | 17,968 2,874 598 | 555,608 | 556,206
Slovakia [Share in the number of businesses 96.1%| 3.2%| 05%| 0.1%| 99.9%| 100.0%
(2011) [Number of persons employed in the
business economy 716,172 (309,111 281,475 [502,325 [1,306,758 |1,809,083
Share in the employment rate 39.6% | 17.1%| 15.6%| 27.8%| 72.2%| 100.0%

Source: Data for the Slovak Republic: SO SR, recalculate®NBDSME
Data for the EU-27: Eurostat, Structural Busiaetatistics

3.7 The position of SMEs in basic economic indicators

According to preliminary data from the Statisti€#fice of the Slovak Republic, in 2011
gross domestic product at current prices in theuarnof EUR 69,058.2 million was created,
in the year-on-year growth by 3.3% (in 2010 it greyw.2%).

The reduced rate of GDP growth in 2011 was infleengy foreign and domestic demand.
In 2011, the foreign demand recorded a year-on-geawth of 10.8% and domestic demand
declined by 1.5%. The decline in the domestic deinaas associated with a decrease in
gross capital formation by 2.7% (and the growtlyiioss fixed capital formation was 5.7%),
with the decline in the public administration firadnsumption by 3.5% and the household
final consumption by 0.4%.

According to preliminary data from SO SR, the shafesmall and medium-sized
enterprises (legal entities — non-financial corpiors) in basic economic indicators in the
non-financial corporate sector declined slightlizeTshare of SMESs in gross production in the
non-financial corporate sector decreased by 0.5tp.$2.4% year on year, in the added value
by 0.4 p.p. to 55.6% and the share of profit befaredeclined by 1.2 p.p. to 52.3%.

The share of SME-LE in gross production in the financial corporate sector reached
42.4%. The share of micro enterprises (0-9) ingmeduction amounted to 8.9% (fall by 0.8
p.p.), the share of small enterprises reached 14gPéwth by 1.4 p.p.); the share of medium-
sized enterprises was 19.3% (decrease by 1.0gng.large enterprises 57.6% (growth by 0.5
p.p.) (Chart 25). At current prices, gross produttof SMEs — legal entities in the non-
financial sector grew by 8.4% and reached EUR 47 j&dlion. Gross production of micro
enterprises increased by 0.8% to EUR 10,030.3 anijlliyear on year, in case of small
enterprises by 21.2% to EUR 15,982.8 million anddion@-sized enterprises by 4.0% and

Report on the State of Small and Medium Enterprises in the Slovak Republic in 2011 62



reached EUR 21,829.6 million. Gross production afyé enterprises in the non-financial
sector has increased by 10.5% to EUR 65,063.8amjlifear on year.

In 2011, the share of SME-LE in creating added eatuthe non-corporate sector reached
55.6%, and the share of micro enterprises (0-@daed value accounted for 15.1% (fall by
1.7 p.p.), the share of small enterprises react8ed % (growth by 2 p.p.), the share of
medium-sized enterprises was 21.1% (decrease by.p.Y and large enterprises 44.4%
(growth by 0.4 p.p.) (Chart 26). Added value in SME in the non-financial sector grew at
current prices year on year by 3.5% year on yedrranched EUR 18,009 million. Added
value of micro enterprises increased by 6.5% to ELB87.9 million, added value of small
enterprises was higher by 16.0% year on year (ELHR368 million) and medium-sized
enterprises by 1.1% and reached EUR 6,827.4 milAaided value in large enterprises in the
non-financial sector increased by 5.4% year on {e&UR 14,368.9 million.

The share of SME-LE in profit before tax in the forancial sector reached 52.3%. The
share of micro enterprises accounted for 19.2%wtrdy 0.6 p.p.), small enterprises 19.2%
(growth by 0.6 p.p.), medium-sized enterprises %3(fall by 2.3 p.p.) and large enterprises
47.7% (growth by 1.2 p.p.) (Chart 27). The yearyear increase in profit of SMEs — legal
entities in the non-financial corporate sector @a96 and reached EUR 5,038 million. Profit
of micro enterprises before tax increased yeaream py 15.8% to EUR 1,854 million, in case
of small enterprises by 15.6% to EUR 1,847 millaowd profit of medium-sized enterprises
decreased by 3.9% to EUR 1,337 million. Profit beftax for large enterprises in the non-
financial sector increased by 15.0% year on ye&U®& 4,601 million. According to the SO
SR methodology, non-financial corporations are wered to be profit-oriented enterprises
registered in the Commercial Register in all arefactivity, except for financial activities.
They also include contributory organisation covgrtheir expenses by more than 50% of
revenues.

The share of SMEs in gross output, added valudit frefore tax, jobs, and exports and
imports are shown in Chart 28.

3.8 The position of SMEs in most important sectors

In 2011, SO SR estimated gross domestic produmira¢nt prices in the amount of EUR
69,058.2 million. In comparison with 2010, real destic product increased by 3.3% (by 0.9
p.p. less than in 2010). In 2011, gross productoew year on year by 5.1% to EUR
163,739.4 million, intermediate consumption incezhdy 6.4% to EUR 101,147.4 million
and added value by 3% to EUR 62,592.0 million. tdetes on products have increased by
6.4% to EUR 6,466.2 million.

At current prices, industry accounted for more ti2&5%, wholesale and retail trade,
repair of motor vehicles and motorcycles, transggamh and storage, accommodation and
food services 16.4%, public administration and dede compulsory social security,
education, health care and social assistance 12dfstruction 8.5%, professional, scientific
and technical activities and administrative serwvic®5%, real estate activities 5.3%,
information and communications 4.2%, financial ansurance activities 3.1%, agriculture,
forestry and fishing 2.9%, arts, entertainment @ewleation and other activities 2.8% and net
taxes on products 9.4% of the total gross domagsticuct (according to the statistical
classification of economic activities SK NACE).
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Gross domestic product was associated particutlythe year-on-year growth of value
added in industry by 12.8%, in the information @edhmunication activities by 6.4%, in real
estate activities by 4%, in professional, scientdnd technical activities and administrative
services by 3.5%, and in construction by 2.1%.

The following part of Subchapter 3.8 presents sed indicators documenting the
position of small and medium-sized enterprisesdaleded most important sectors of non-
financial business economy, for which SO SR publistiata by size categories of enterprises.
It presents receipts for own performances and ggodthe case of building — construction
output) by SK NACE classification in industry (Sect B, C, D, and E), in construction
(section F), in trade (Division 46, 47), road tpams (other passenger land transport, freight
transport and removal services) and in selectedehaervices. The selected market services
include real estate activities, professional anchnecal activities (legal and accounting
activities, management consulting, architectural angineering activities, advertising and
other professional activities), administrative asdpport services (rental and leasing,
mediation of work, activities of travel agenciesdaaffices, security and investigation
services, administrative support activities), oteeucation and training support activities,
activities in the arts, entertainment and recreatiepair of computers and various needs and
personal services (Divisions 68, 69-75, 77-82, 30®B1-96, and groups 85.5-6). The data for
2008 stated in Figures 3.9 through 3.13 are basesbding turnover by OKE classification
and for the years 2009 to 2011 on sorting accortbnipe revised SK NACE classification.
The mentioned sectors cover 85% of SMEs registerélde Register of Organisations of SO
SR.

Industry

According to the SO SR data, industrial producislovakia in 2011 increased by 7%
on average (in 2010 it recorded a growth by 18.9Pkg lower rate of growth in industrial
production was associated particularly with thewghoof output in manufacturing by 8.9%
and the year-on-year decline in mining and quagyiy 3.6% and in electricity, gas, steam
and air conditioning supply by 2.2%. Within the ustrial sectors, the strongest year-on-year
growth was recorded in manufacture of machineryeqdpment (by 20.9%), manufacture of
transport equipment (17.3%), manufacture of textildothing, leather and leather products
(by 11.8%), and manufacture of coke and refinedopeim products (by 9.9%).

Compared to 2010, receipts for own performances gowtls in industry increased at
constant prices by 10.2% year on year and reachedetvel of EUR 76,583.6 million.
Receipts for own performances and goods in incalgbrioduction were year on year higher
by 10.8%, in electricity, gas, steam and air coadihg supply by 8,4%, and in mining and
quarrying by 4.5%. The water supply and waste sadesrded a year-on-year decrease by
7.4%.
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Figure 3.9: Development of receipts for own perforrancesand goods in industry by size
category and legal form of businessd# million EUR)

Index
Share in 2011/2010 at
2008 2009 2010 2011 2011 in % current
Category of business prices
Small trade licensees 5,934.1 3,078.8 3,787.8 4,242.9 5.5% 112.0
Micro enterprises (0-9) 999.7 457.6 1,222.0 1,251.0 1.6% 102.4
Small enterprises (10-49) 4,538.6 3,684.2 4,123.7 5,159.7 6.7% 125.1
Medium-sized enterprises
(50-249) 12,520.5 10,396.3 12,207.2 13,939.2 18.2% 114.2
Large enterprises (250 and
more) 48,974.5 39,830.1 46,143.4 51,990.8 67.9% 112.7
SMEs 23,992.9 17,616.8 21,340.7 24,592.8 32.1% 115.2
Total 72,967.4 57,447.0 67,484.1 76,583.6 100.0% 113.5

Source: SO SR, prepared by NADSME

By size category of enterprises, small and mediim@dsenterprises, including small trade
licensees, accounted for 32.1% of total revenuethenindustry sector in 2011. The major
share of revenues in the industry sector had langerprises (67.9%). Of total revenues (EUR
76,583.6 million), revenues of self-employed hawveoanted for 5.5%, small businesses,
including micro enterprises (0-49), 7.1% and medsained enterprises (50-249) 18.2%.
Revenues in 2011 increased year on year in all sategories of enterprises. Overall,
revenues of small and medium-sized enterprisesufiimgy small trade licensees) increased
year on year at current prices by 15.2%, of the¢meaes of self-employed by 12%, revenues
of small enterprises (0-49) by 19.9%, and reverafesiedium-sized enterprises by 14.2%.
Revenues of large enterprises increased at cureais by 12.7% year on year.

According to SO SR, small and medium-sized enteegri(including small trade
licensees) accounted for 54.2% of the total nunabgrersons employed in industry in 2011
(499,760), of which self-employed accounted ford%d,. small businesses (0-49) 16.1% and
medium-sized businesses 23.7%.

Construction

Construction output in Slovakia in 2011 has deadasy 1.8% year on year to EUR
5,499.8 million. Development of construction protioic was affected mainly by decrease of
domestic production by 2.8%, reaching EUR 5,297illlan. The volume of work in new
construction, modernisation and reconstructiondeseased by 3.3% and construction work
in repairs and maintenance decreased by 5%. Catistiyoroduction abroad has increased
by 37.2% year on year.
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Figure 3.10: The development of construction produ®n by size category and legal
form of businessegexcluding construction plants of non-constructenterprises, in million
EUR)

Index
Share in 2011/2010 at

2008 2009 2010 2011 2011 in % current
Category of business prices
Small trade licensees 2,111.8 1,927.5 1,869.5 1,875.4 34.3% 100.3
Small enterprises (0-49) 1,607.7 1,396.5 1,358.2 1,565.6 28.7% 115.3
Medium-sized enterprises
(50-249) 1,169.3 1,045.6 1,014.3 923.6 16.9% 91.1
Large enterprises (250 and
more) 1,371.6 1,340.9 1,255.1 1,098.5 20.1% 87.5
SMEs 4,888.8 4,369.6 4,242.0 4,364.6 79.9% 102.9
Total 6,260.4 5,710.5 5,497.1 5,463.1 100.0% 99.4

Source: SO SR, prepared by NADSME

In 2011, self-employed accounted for more than tmel of the total construction
production (34.3%) (excluding the estimate for @) plants of non-construction
enterprises), small businesses (0-49) 28.7%, medined enterprises (50-249) 16.9%, and
large enterprises (250 and more) 20.1%. Small asdium-sized enterprises (including small
trade licensees) collectively accounted for 79.9%«anstruction output in 2011. Overall
construction output of small and medium-sized gmiges (including small trade licensees) at
current prices increased by 2.9% year on year. @ai®on output of small trade licensees
grew by 0.3% and small enterprises (0-49) by 15y&%r on year. Construction output of
medium-sized enterprises (50-249) fell at currentgs by 8.9% and in case of large
enterprises (250 or more) it declined by 12.5%.

The highest proportion of the average number of@es employed in the construction
sector reached small trade licensees having the s&62.3%, small businesses accounted
for 19.8%, and medium-sized enterprises 11.1%.d argerprises accounted for 6.8% of the
number of persons employed in the constructionstrgiun 2011.

Trade

In 2011, revenues in wholesale reached the lev&lUR 23,116.3 million, i.e. the year-
on-year decrease by 0.8% (at constant prices).riRegein wholesale decreased year on year
in the field of wholesale intermediation, wholesalé household goods, wholesale of
machinery, equipment and supplies, and other dpsmlawholesale. Conversely, revenues
increased year on year in the wholesale of agumiltraw materials, wholesale of food,
beverages and tobacco, wholesale of ICT equipmehtiaspecified wholesale.

In 2011, retail revenues decreased by 2.8% yeayean (at constant prices) to EUR
17,527.2 million. Retail revenues fell for the thiconsecutive year. Mostly, revenues
declined year on year in the retail of automotivelfin specialised stores, retail of food,
beverages and tobacco in specialised stores, oetiadf stores, stalls or fairs and in the retail
sale via stalls and fairs.

Receipts for own performances and goods increasad gn year in sales and repair of
motor vehicles by 11.8% to EUR 3,781.2 million, lehievenues from the sale and repair of
motor vehicles accounted for 74.6%.
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Figure 3.11: Development of receipts for own perfanances and goods in trade by size
category and legal form of businesseas million EUR (SK NACE, Division 46 — Wholesale
trade, except of motor vehicles and motorcycles, Rivision 47 — Retail trade, except of
motor vehicles and motorcycles)

Index
Share in 2011/2010 at

2008 2009 2010 2011 2011 in % current
Category of business prices
Natural persons —
entrepreneurs 9,545.4 7,790.2 6,020.5 5,900.7 14.5% 98.0
Small enterprises (0-49) 21,999.7 16,307.9 16,918.6 16,512.4 40.6% 97.6
Medium-sized enterprises
(50-249) 7,612.4 7,331.8 7,960.9 8,666.9 21.3% 108.9
Large enterprises (250 and
more) 8,566.6 8,714.9 9,694.4 9,563.5 23.5% 98.6
SMEs 39,157.5 31,429.9 30,900.0 31,080.0 76.5% 100.6
Total 47,724.1 40,144.8 40,594.4 40,643.5 100.0% 100.1

Source: SO SR, prepared by NADSME

Overall, in 2011, receipts for own performances godds in the wholesale and retail
trade amounted to EUR 40,643.5 million. Naturakpes — entrepreneurs made 14.5%, small
businesses (0-49) 40.6% and medium-sized entesp{t€e249) 21.3% of the total receipts
for own performances and goods. Large enterpressshed 23.5%. Based on the year-on-year
comparison, revenues of natural persons — entreprerdecreased at current prices by 2%,
small businesses (0-49) by 2.4%, revenues of medined enterprises grew by 8.9%, and
revenues of large enterprises decreased by 1.4%alDwhe revenues of small and medium-
sized enterprises (including natural persons -epnéneurs) have increased by 0.6% year on
year. Revenues of large companies have droppedbfy Jear on year.

The highest share in the employment rate in tratkdmall businesses (38.7%); natural
persons — entrepreneurs reached 26.4% and mednaoh-@nterprises 12.1%. Large
enterprises reached 22.8 %.

Transport

In the field of transport and storage (includingstab and courier services) receipts for
own performances and goods in 2011 reached EURB® 38illion and grew by 9.4% year on
year (at current prices). 55.4% of total revenwssilted from the activities of land transport
and transport via pipelines, i.e. the year-on-yiearease of 11.5%. Even the revenues in
warehousing and support activities for transpartatncreased by 6.5%, in postal and courier
activities by 6.3%, in water transport by 2.2%, amdir transport by 28.2% year on year.

In terms of size structure of enterprises, smalllérlicensees accounted for 20.4%, small
businesses (0-49) 26.0 %, medium-sized enterp(B@249) 31.1%, and large enterprises
22.6% of receipts for own performances and gooder&l, revenues of SMEs, including
small trade licensees, accounted for 77.4% of neeeim road transport in 2011.
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Figure 3.12: Development of receipts for own perfanances and goods in road transport
by size category and legal form of businesses in limn EUR (other passenger land
transport, freight transport and removal services)

Index
Share in 2011/2010 at
2008 2009 2010 2011 2011 in % current
Category of business prices
Small trade licensees 337.1 286.0 235.4 426.8 20.4% 181.3
Small enterprises (0-49) 590.7 480.7 516.0 544.0 26.0% 105.4
Medium-sized enterprises
(50-249) 499.9 449.8 556.2 652.0 31.1% 117.2
Large enterprises (250 and
more) 412.1 388.7 402.8 473.5 22.6% 117.6
SMEs 1,427.7 1,216.5 1,307.6 1,622.8 77.4% 124.1
Total 1,839.7 1,605.2 1,710.4 2,096.3 100.0% 122.6

Source: SO SR, prepared by NADSME

Revenues increased year on year (at current prioeg)ll business categories assessed.
Revenues grew most significantly in case of smedde licensees (81.3%). Revenues
increased in case of small businesses (0-49) % ,5Medium-sized enterprises (50-249) by
17.2%, and large enterprises by 17.6% year on WMES, including small trade licensees,
accounted for 68.4% of the total number of persemgployed in road transport. Small trade
licensees accounted for 28.7%, small businessesuated for 19.6% and medium-sized
enterprises 20.1%. Large enterprises accountedX@% of the total number of persons
employed.

Selected market services

In selected market services receipts for own peréorces and goods reached EUR
10,057.3 million, which is a year-on-year growth14:3%. Of total revenues more than half
(56.4%) were revenues from real estate and prafesksiand technical activities. Revenues
increased year on year mainly due to higher reverfuem real estate activities, from
advertising and market research, and arts, entar&it and recreation.

Figure 3.13: Development of receipts for own perfonances and goods in selected
market services by size category and legal form @fusinessegin million EUR)

chare Index
2008 2009 2010 2011 | oy, | 2OmH2010t

Category of business prices
Small trade licensees 1,435.9 978.5 1,235.6 1,267.1 12.6% 102.5
Micro enterprises (0-9) 1,913.8 2,124.1 2,204.9 2,627.0 26.1% 119.1
Small enterprises (10-49) 2,286.9 2,173.6 2,116.7 2,719.2 27.0% 128.5
Medium-sized enterprises
(50-249) 2,275.7 1,586.3 1,840.3 1,970.3 19.6% 107.1
Large enterprises (250 and
more) 1,745.3 1,120.7 1,168.2 1,473.7 14.7% 126.2
SMEs 7,912.3 6,862.5 7,397.5 8,583.6 85.3% 116.0
Total 9,657.6 7,983.2 8,565.7 10,057.3 100.0% 117.4

Source: SO SR, prepared by NADSME

Of total revenues in selected market services,%2u@re results of the activities of small
trade licensees, 26.1% of the activities of miantegprises (0-9), 27.0% of small enterprises
(10-49), 19.6% of medium-sized enterprises (50-248)d 14.7% of large enterprises.
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Revenues of self-employed increased by 2.5%, naoterprises by 19.1%, small enterprises
by 28.5%, medium-sized enterprises by 7.1%, angklanterprises by 26.2% year on year.
Overall, in 2011 SMEs, including small trade licees, realised revenues at current prices
higher by 16.0% year on year.

In the selected market services, SMEs, includingeseployed, accounted for 75.4 % of
the total number of employed persons, of which 9\8%e self-employed, 16.5% micro
enterprises, 24.0% small enterprises, and 25.6%umesized enterprises.

Data on the development of revenues in the seatmler consideration and construction
production present a positive development in thalsend medium enterprises in 2011.
Overall, in 2011 small and medium enterprises @ditlg natural persons — entrepreneurs)
reported a year-on-year growth of revenues at ntupeces in all sectors. Revenues of small
and medium-sized enterprises increased most inr#msport sector (24.1%), in selected
market services (16%), and in industry (15.2%). @arad to 2010, construction production
of small and medium-sized enterprises increase@.®% year on year. Revenues of small
and medium-sized enterprises in the field of trambeeased at current prices only by 0.6%
year on year, primarily due to the overall declimeetail revenues.

The position of SMEs in selected sectors is presegtaphically in Chart 19 and Chart
20.

3.9 The position of SMEs in foreign trade

According to preliminary results by SO SR and NB52011 Slovakia exported goods
and services totalling EUR 61.52 billion, whichasyear-on-year growth of 15.2%. Total
imports of goods and services amounted to EUR 58illdn and compared to 2010 it
increased by 10%.

According to preliminary data by SO SR, Slovak expof goods grew by 16.9% year on
year to EUR 56.41 billion. Total imports of goods\aunted to EUR 53.97 billion and
compared to 2010 it increased by 13.6%.

The export performance of the economy in 2011 esging the share of exports of goods
and services in GDP increased (by 7.8 p.p.) to%9linport intensity in 2011 expressing the
share of imports of goods and services in GDP asw&d to 86.5% (by 3.9 p.p.).

The decisive share in the commodity structure tdltexports (by harmonised system
classes) had machinery, electrical equipment, appses for recording and reproducing
video and audio (32%), vehicles, aircraft, vesaal$ associated transport equipment (22.1%),
base metals and articles of base metal (12.2%jraneral products (7%). In 2011, exports of
cars and other motor vehicles designed princip@lythe transport of persons increased at
absolute value by EUR 1,577.9 million, mineral odsd oils obtained from bituminous
minerals other than crude by EUR 993.3 milliongpélone sets, including telephones for
cellular networks and other wireless networks byREW98.1 million and parts and
components for motor vehicles by EUR 404.4 million.

The decisive share in the commodity structure dafltamports had machinery,
apparatuses, electrical equipment, apparatusesdording and reproducing video and audio
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(27.8%), mineral products (16.2%), vehicles, aitcraessels and associated transport
equipment (12.2%) and base metals and articleagd metals (10.1%). In 2011, imports of

mineral oils and oils obtained from bituminous mmale and crude increased most

significantly at absolute value by EUR 1,048.6 ioill parts, components and accessories for
motor vehicles by EUR 976 million, petroleum gasesl other gaseous hydrocarbons by
EUR 478.5 million, spark-ignition reciprocating mtary internal combustion piston engines

EUR by 267.8 million, and liquid crystal products BUR 265.1 million.

Slovakia reached the most important surplus inidordrade with Austria, Germany,
Czech Republic, Poland, France, Hungary and théedriKingdom. The most significant
deficit was reached with the Russian Federatiom,Rbpublic of Korea, China, Taiwan and
Japan.

Among the main economic groupings, exports to tbecBuntries increased by 17.3% (it
accounted for 84.6% of the total export of the SloRRepublic) and to the OECD countries by
17.9% (it accounted for 86.6% of the total expdrthe Slovak Republic). Imports from the
EU countries increased by 13.5% (it accounted ##6 of the total imports) and from the
OECD countries by 10.6 % (it accounted for 62 %heftotal import of the Slovak Republic).

The structure of total exports and imports in 2@ttording to business size categories
(according to the number of employees) and thetdeal areas is shown in Chart 21 and
Chart 22. Territorial structure of foreign tradehiandled by the national concept of SO SR
and the data are processed including grossed@Data.for imports are processed based on the
country of origin of imported goods and for unsfiedi imports by country of consignment.
Of the total exports realised by small and mediuradenterprises (EUR 15,947.3 million) in
2011, exports to the EU countries accounted fa2BA(EUR 14,228.4 million), while exports
to the old EU Member States — the EU-15 — accouftted1.4% (EUR 6,605.6 million) and
to the new Member States — the EU-12 — 47.8% (ELBRZI8 million) of total exports
realised by SMEs. SME exports to countries outsite EU accounted for 10.8% (EUR
1,718.9 million) of total exports realised by SMiBES2011. Imports from the EU countries in
2011 accounted for 80.2 % (EUR 17,596.4 million}re SME total imports (EUR 21,941.8
million), while imports from the old EU Member Stat— the EU-15 — accounted for 40.6%
(EUR 8,916.1 million) and from the new Member StaB9.6% (EUR 8,680.3 million) of
total imports realised by SMEs. In 2011, SME imdooin outside the EU reached the level
of EUR 4,345.4 million, which was 19.8% of totalports realised by SMEs.

As shown in Chart 23, the share of micro enteegsrif)-9) of total exports in 2011
amounted to 10.6%, equivalent to EUR 5,444.8 nmllithis category also includes
companies with an unknown number of employees poexvolume of EUR 1,503.8 million,
which is 2.9% of total exports). Small enterpri¢@8-49) accounted for 7.0% of the total
exports that in absolute expression made EUR 3aiillion, and medium-sized enterprises
(50-249) 13.4% that in absolute expression made EBB®0.7 million. In 2011, large
enterprises had the dominant position in total egpdhey accounted for 69.0% of total
exports, representing EUR 35,478.3 million.

In summary, small and medium-sized enterprises uated for 31.0 % of the total
exports, representing EUR 15,947.3 million, whiglby 0.2 p.p. more than in 2010. The year-
on-year increase of the share of SMEs in total ggpo 2011 was associated with the higher
growth of export volume in the category of SMEs.QP8) than in the category of large
enterprises (by 16.1%). The structure of foreigaddr by enterprise size category in 2011
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shown in Charts 21 through 24 was calculated onbtsas of preliminary data of foreign
trade statistics of SO SR, while operations carnad by foreign persons (accounting for
8.8% of total exports and 7.7% of total importsyeveot included in the data.

In 2011, small businesses recorded the most impoyt@ar-on-year growth of export,
even by 39.2% that in absolute expression madmthease by EUR 1,016.8 million. Exports
of medium-sized enterprises (50-249) increased BP% year on year that in absolute
expression made the increase by EUR 945.2 millMitro enterprises (0-9) reported an
increase in exports by 6.9% year on year that solalte expression made the increase by
EUR 352.3 million. Exports of large enterprisesédnawreased by 16.1% year on year that in
absolute expression made the increase by EUR 4,9lion.

According to the data presented in Chart 24 ilesarcthat the share of micro enterprises
(0-9) of total imports in 2011 amounted to 16.6%ttin absolute expression made EUR
8,276.9 million, while this category also includedmpanies with an unknown number of
employees in import volume of EUR 1,966.9 millievhich was 3.9% of total imports. Small
enterprises (10-49) accounted for 11.6% of thd totports that in absolute expression made
EUR 5,776.4 million, and medium-sized enterprise8-Z49) accounted for 15.8% that in
absolute expression made EUR 7,888.5 billion. Lageerprises accounted for the largest
share of 56.0% of total import, representing EURB&7.7 million. Overall, the share of
SMEs in total imports in 2011 was 44.0%, represgnEUR 21,941.8 million, which was a
year-on-year growth by 0.6 percentage points.

Overall, the share of SMEs in total imports in 20dds 44.0%, representing EUR
21,941.8 million, which was a year-on-year growth M6 percentage points. In 2011, in
terms of business size categories the import incdtegory of small businesses increased
most significantly, even by 32% that in absolutgression made the increase by EUR
1,399.6 million. Imports of SMEs was higher by P@.lyear on year that in absolute
expression made a growth by EUR 724.3 million ahdnizro enterprises by 6.1% that in
absolute expression made a growth by EUR 476.5omillThe total volume of imports in the
category of large enterprises has increased byYdQttat in absolute expression made a
growth by EUR 2,713.2 million.

Based on the final results of processed foreigdetrstatistics for the year 2010, foreign
trade operations carried out by SMEs can be specifiy the commodity structure and
territorial areas. In the commodity structure operts of SMEs the following commodities
were represented most significantly (data for 20l@pchinery, apparatuses, electrical
equipment, image and sound recorders and reprajuered also base metals and articles of
base metals, which accounted for nearly half (4¢.68the total volume. In the categories of
food and textile products SMEs ensured more tha®h &3 total exports. Machinery,
apparatuses, electrical equipment, image and smamiders and reproducers, and also base
metals and articles of base metals, were representest significantly and accounted for
more than one third (37.7%) of total imports readi®y SMEs. Within the EU, SMEs had the
largest share in exporting to Malta, Cyprus and gy, which accounted for more than 60%
of total exports. The most important target tergitof SMEs export outside the EU was the
region of Eastern and South-Eastern Europe (Rudkrajne, and Turkey). Within the import
from the EU, SMEs accounted for the largest shdremports from the Czech Republic
(29.3%), Germany (18.8%), Poland (8.4%) and Hung®4f6). SMEs accounted for almost
90% of imports from Cyprus and Lithuania. The mosportant SME import territories

Report on the State of Small and Medium Enterprises in the Slovak Republic in 2011 71



outside the EU were China and Korea, and in terimgmesentation of SMEs in the total
imports from outside the EU, Vietham and Switzedlaominated.

In the years 2005 to 2011 the total volume of etgpof SMESs recorded a year-on-year
growth every year, except 2007 and 2009 when the-ge-year decrease of exports of SMEs
was registered. A similar situation was also inithport of SMEs, which recorded a year-on-
year increase every year, except for the years 26672009.

Historical data on the position of SMEs in foreitgade for the period from 2006 to 2010,
which are shown in Chart 23 and Chart 24, were @etwith previous Reports on the State
of SMEs revised due to more consistent determinagidbusiness size categories in terms of
European Commission Recommendation No. 2003/361/EC.

3.10 Selected indicators of financial performance of SME

The analysis of the financial performance of SME®As evaluating the operating results
and financial position of SMEs in terms of sizeegatries of SMEs. To calculate the ratios,
processed data from anonymised individual finansiatements — balance sheets and profit
and loss statements — of accounting entities irStbeak Republic for the years 2008 to 2010
were used as the primary source of information.

Number of SMEs with a positive operating result

Based on the total available financial statemeitsnmall and medium-sized enterprises
keeping accounts in double-entry bookkeeping (1% 3MESs), a total of 55.6% of SMEs
have achieved positive operating results beforditeotuding zero operating results) in 2010.
Within each size category of SMEs, 53.7% of micrdegorises (0-9), 67.3% of small
enterprises (10-49), and nearly three quarter®@¥%Bof medium-sized enterprises (50-249)
achieved positive operating results in 2010.

Compared to 2009, a total share of SMEs with pasitiperating results increased by 1.6
percentage points. Compared to the pre-crisis 688, the share of SMEs with positive
operating results was lower by 4.9 percentage point

Figure 3.14: The share of SMEs with positive operatg results before tax (including
zero operating results)

Category of business 2008 2009 2010
Micro enterprises (0-9) 57.7% 52.7% 53.7%
Small enterprises (10-49) 70.4% 63.2% 67.3%
Medium-sized enterprises (50-249) 77.4% 69.6% 73.9%
Total SMEs 60.5% 54.0% 55.6%

Source: Available financial statements of SMEs, DataCentrprepared by NADSME
Return on revenues (based on EBITDA)

One of the indicators of effectiveness denounciognemic processes of businesses is
return on revenues. The indicator gives the rafiearnings before income taxes, interest
expense and depreciation to sales. In 2010, SM&heel the return on revenues (based on
EBITDA) of 2.4% calculated as the mean (medianyeaof values arranged according to the
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size from the available financial statements. Thghdst return on revenues achieved
medium-sized enterprises (6.8%), followed by sraaterprises (5.1%), and the lowest return
on revenues of 1.7% achieved micro enterprises.

Compared to 2009, the profitability of SMEs basadtlte processed data from available
financial statements unchanged in general termeigaoed to 2008, it fell by 1.6 percentage
points.

Total debt assets

The total indebtedness of assets is providing médion about the level of the use of
foreign capital to finance the company’s total éssBased on the processed data from the
available financial statements, in 2010 SMEs addea total of 67.6% (median) of foreign
sources, including accruals to the total assethefcompany. Compared to 2009, the mean
value of that ratio for the SME sector increased Ipercentage points, and compared to 2008
by 3.2 percentage points. In 2010, small busineaskieved the highest level of funding of
their needs from foreign sources (76.5%), follovsgdnedium-sized enterprises (68.1%) and
micro enterprises (65.7%).

An additional indicator giving information on thélisation rate of bank loans as a source
of funding is the share of SMEs financing their cdeesing bank loans. In 2010, of the total
number of SMEs keeping accounts in double-entrykkeeping, for which the financial
statements were available, 17.6% used bank loahglwvas by 1 p.p. less than in 2009),
while the largest share of those subjects was aetiby medium-sized enterprises (54.5%),
followed by small businesses (41.3%) and microrgniges (only 12.0%).

Time of liability settlement

Based on the available financial statements, in02BMEs settled their short-term and
long-term liabilities to non-bank creditors withld3.9 days of their incurrence (mean value),
which is almost the same number of days as in 2C0®pared to the pre-crisis year 2008,
the settlement of SME liabilities was extended hyrenthan 20 days. In 2010, the worst own
payment discipline reached micro enterprises, whattled their liabilities towards non-bank
creditors within 153.6 days. Small businesses \abte to settle their liabilities within 116.9
days and medium-sized businesses within 95.3 dagphical representation of the financial
indicators is shown in Chart 37 through Chart 39.

3.11 The regional aspect

According to the territorial division of Slovakiat the end of December 2011 the largest
number of SMESs — legal entities was registeretiénBratislava Region (54,203). In other regions,
it was from 12,327 (the Treéim Region) to 15,843 (the KoSice Region). The nunahe&SMES —
legal entities increased year on year in all reggiamost notably in the Bratislava Region (by 9.7%),
the Trnava Region and the PreSov Region (by 7 I8}t in the Zilina Region (by 4.5%).

Most natural persons — entrepreneurs were activlaénZilina Region (61,542) and the
Bratislava Region (61,053), least in the KoSicei&e@11,114). In 2011, the year-on-year decline
in the number of natural persons — entrepreneussra@orded in all regions, except the Zilina
Region (growth by 4.4%). Relatively, the numbernatural persons — entrepreneurs dropped
most in the Trnava Region (by 3.9%).
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The development of small trade licensees and samallmedium-sized enterprises in the
Slovak regions is shown in Chart 13 and Chart a4etms of the assessment of the region’s
economic activity, greater explanatory ability llae share of the number of active firms in
the number of economically active populations. Tihdcator is shown in Map 1 and Map 2.
The indicator achieved significantly highest valuasthe Bratislava Region, while the
imbalance was more pronounced for firms — legatiest

The spatial distribution of SMEs — legal entitiescdertain sectors of the economy was
characterised by a relatively uneven distributihjch was typical mainly in the Bratislava
Region, where 53.6% of the total number of regesteBMEs — legal entities were in the
business services (SK NACE, Section K to N), 39.8%ransport and information, and
29.5% in trade. Chart 15 shows a representatidheofegions in the total number of SME-LE
in the business services sector (SK NACE, Sectito K).

Figure 3.15: The number of enterprises in particularegions of Slovakia in 2011

Natural persons — :
atural persons Enterprises

Region in th entrepreneurs

egion in the

d - Small | ENtrepr Indepen Medium- | Large SMEs | Total
Slovak Republic = Small :
trade freelanc dent (0-49) sized (250 and
licensees ers farmers (50-249)| more)

Bratislava Region 56,581 4,006 466 | 53,474 729 188 115,256 | 115,444
Trnava Region 40,222 1,639 876 | 13,877 276 57 56,890 56,947
Trenéin Region 42,153 1,818 267 | 12,016 311 76 56,565 56,641
Nitra Region 46,120 2,365 1,451 | 15,037 358 54 65,331 65,385
Zilina Region 58,612 1,919 1,011| 13,676 317 64 75,535 75,599
Banska Bystrica
Region 39,656 2,163 1,342 12,982 251 46 56,394 56,440
PreSov Region 55,132 2,382 1,030| 13,879 257 56 72,680 72,736
KoSice Region 37,246 2,777 1,091| 15,581 262 57 56,957 57,014
The Slovak 19,06
Republic totally B75,722 9 7,534 | 150,522 2,761 598 555,608 | 556,206

Source: SO SR, prepared by NADSME
The Bratislava Region

In 2011, the Bratislava Region reached receiptofan performances and goods for the
entire population of enterprises in the industrytiwdeUR 25,838.5 million (they accounted
for 33.7% of total revenues in the Slovak Republitwholesale and retail trade EUR 18,219
million (44.8% of total revenues in the Slovak Relpr), in transportation and storage EUR
3,420.9 million (63.2% of total revenues in the@llo Republic), in selected market services
EUR 5,793.5 million (57.6% of total revenues in Bievak Republic). Construction output
reached EUR 1,385.4 million and 25.4% of constamctoutput of the Slovak Republic.
Revenues in 2011 grew year on year at constaneégiit industry, transport and selected
market services. On the contrary, the lower revermere made year on year in wholesale
and retail, and the decline was also recorded mstroction output.

According to the organisational statistics of SO, 8Rthe end of 2011 in the Bratislava
Region there were registered 54,203 legal entti&/Es, which was by 4,783 more than in
2010. More than half of SME-LE (51.5%) were registkin the districts of Bratislava | and
Bratislava Il. In terms of the size structure otesprises, the largest group of enterprises
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(90.9%) were micro enterprises (0-9), small busasg10-49) accounted for 7.4%, medium-
sized enterprises (50-249) 1.3%, and large ensapri250 and more) 0.3%. In terms of the
structure of SME-LE by economic activities, the iness activities in the field of business
services were dominant and accounted for 46% (b A&rcentage points higher than Slovak
average), constituting the highest representatoong all regions. They were followed by
trade that accounted for 25.4% and transport afanration accounting for 9.4%. There
were registered 61,053 natural persons — entreprenehich was by 2.4% less than at the
end of December 2010. Of the total number of irtiials — entrepreneurs, 56,581 were small
trade licensees , 4,006 entrepreneurs — freelaaoergl66 independent farmers. In territorial
terms, most registered natural persons — entrepreneere located in the district of
Bratislava V (19.5%) and the district of Bratislabd17.9%). More than half of small trade
licensees were active in trade and business ser{ek5%, which was by 14.0 p.p. higher
than the Slovak average). 12.5% of small tradeniees were active in construction (by 10.5
p.p. less than the average of the Slovak Repustid)11.8% in transport and information (by
5.2 p.p. higher than the Slovak average).

The Trnava Region

In 2011, in the Trnava Region businesses realisedipts for own performances and
goods (the entire population of enterprises) irugidy worth EUR 10,953.6 million (14.3% of
total revenues in the Slovak Republic), in wholesahd retail trade worth EUR 3,382.3
million (8.3 % of total revenues in the Slovak Rbelxe), in transportation and storage EUR
426.6 million (7.9% of total revenues in the SloRépublic), and in selected services worth
EUR 894.3 million (8.9% of total revenues in theovalk Republic). Construction output
reached EUR 486.2 million and 8.9% share of constrm output of the Slovak Republic.
The lower revenues were made year on year at gungtaes in wholesale and retail, and the
construction output also recorded a year-on-yealirde Revenues in other sectors increased
year on year.

According to the organisational statistics of SR, &s at 31 December 2011 in the
Trnava Region there were registered 14,153 SMEegal lentities, which was by 1,017 more
than in 2010. More than half of registered SME-LErev registered in the districts of
Dunajska Streda (25.6%) and Trnava (24.8%). Micremprises (0-9) accounted for 88.6%,
small businesses (10-49) 9.1%, medium-sized emgespr(50-249) 1.9%, and large
enterprises (250 and more) 0.4% of the total nunebenterprises. In the structure of SME-
LE, in terms of economic activities, businessesrafpgy in trade dominated and accounted
for 27.9% (by 2.5 p.p. less than the Slovak averafleey were followed by enterprises in
business services, which accounted for 26.1% (Byp4. less than the Slovak average), and
in industry, which accounted for 11.8% (2.3 p.p.renthan the Slovak Republic). SO SR
listed in the Register of Organisations total of 787 natural persons — entrepreneurs in the
Trnava Region. Compared to 2010, their number @sec by 3.9%. Of the total number of
the natural persons, 40,222 were small trade leens 1,639 entrepreneurs — freelancers and
876 independent farmers. Most registered natunglops — entrepreneurs were located in the
districts of Dunajska Streda (25.7 %), Trnava (224t Galanta (18.7%). In terms of sectors,
small trade licensees in the Trnava Region werngeatainly in construction (28.7%, which
was by 5.7 p.p. higher than the Slovak averagadet{21.7%, by 5.3 p.p. less than the Slovak
average), business services (14.5%), and induk3$%o).

The Trenéin Region
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In 2011, all the businesses located in the direrRegion realised receipts for own
performances and goods in industry worth EUR 7,B90illion (10.3% of total revenues in
the Slovak Republic), in the wholesale and retailé EUR 3,466.9 million (8.5% of total
revenues in the Slovak Republic), in transportafod storage EUR 187 million (3.5% of
total revenues in the Slovak Republic), and in tebk services worth EUR 525.2 million
(5.2% of total revenues in the Slovak Republic)n§&auction output reached EUR 459.7
million and 8.4% of construction output of the Sd&Republic. Revenues increased year on
year at constant prices in all sectors, only coesisn output experienced a decline.

At the end of 2011, there were totally register&i327 SMEs — legal entities in the
Trentin Region. Compared to 2010, their number decreagef46 SME-LE. The largest
number of registered SME-LE was in the district§ @ntin (29.2%) and Prievidza (18.1%).
In terms of size categories of enterprises, mianterprises accounted for 86.0%, small
businesses 10.9%, medium-sized enterprises 2.5%aagel enterprises 0.6%. In terms of
sectors, SME-LE dominated in trade 36.6% (by 6pl pigher than the Slovak average), in
business services 19.8% (by 10.7 less than theakIBepublic) and industry 15.0% (by 5.5
p.p. higher than the Slovak Republic), and thei@pgtion of SME-LE operating in industry
was the highest among all regions of Slovakia.hla Tredin Region, there were registered
44,238 natural persons — entrepreneurs, and cothparde previous year, the number was
lower by 3%. Of the total number of individuals,,#23 were small trade licensees, 1,818
entrepreneurs — freelancers and 267 independenefsar In territorial terms, most registered
natural persons — entrepreneurs were located irditects of Prievidza (21.6%), Tr&im
(19.6%) and Povazska Bystrica (13.8%). Small tlamensees in the Trém Region were
active particularly in trade (27.1%), construct{@3.4%), and industry (19.7%).

The Nitra Region

In 2011, the Nitra Region reached receipts for @erformances and goods for the entire
population of enterprises in the industry worth E&IR37.4 million (8.7% of total revenues in
the Slovak Republic), in wholesale and retail tr&leéR 4,078.7 million (10.0% of total
revenues in the Slovak Republic), in transportatiod storage EUR 427.6 million (7.9% of
total revenues in the Slovak Republic), and in ekt market services EUR 574.4 million
(5.7% of total revenues in the Slovak Republic)n§&aiction output reached EUR 565.7
million and 10.4% of construction output of the &l Republic. Revenues grew year on year
at constant prices in wholesale, transport, anecssll market services. Conversely, a decline
was recorded in industry and retail trade. Confisn@utput increased year on year.

According to the organisational statistics of SO, $R2011 in the Nitra Region there
were registered 15,395 SMEs — legal entities, winels by 1,094 more than in 2010. More
than half of SME-LE (51.6%) were registered in th&ricts of Nitra and Komarno. In terms
of the size structure of enterprises, the largesum of enterprises (87.6%) were micro
enterprises (0-9), small businesses (10-49) aceduot 9.7%, medium-sized enterprises (50-
249) 2.3%, and large enterprises (250 and moré&.0li3 terms of economic activities, SME-
LE accounted for 32.8% (by 2.3 p.p. more than tlev&x Republic) in trade, 22.5% in
business services (by 7.9 p.p. less than the SIRegublic), and 11.7% in industry. 10.9%
SME-LE were active in transport and information,iethwas the highest representation
among all regions. In the Nitra Region there weegistered 49,936 natural persons —
entrepreneurs in the Register of Organisation ofSE) which was by 3.3% less than at the
end of December 2010. Of the total number of nhjpeesons — entrepreneurs, 46,120 were
small trade licensees, 2,365 entrepreneurs — freeta and 1,451 independent farmers. In

Report on the State of Small and Medium Enterprises in the Slovak Republic in 2011 76



territorial terms, most registered natural perseestrepreneurs were located in the district of
Nitra (25.6%) and the district of Nové Zamky (18)2%mall trade licensees in the Nitra

Region were most active in trade (32.5%, which la5.5 p.p. higher than the average of the
Slovak Republic), construction (21.4%), and indy$ti8.2%).

The Zilina Region

In 2011, all the businesses located in the ZilinegiBn realised receipts for own
performances and goods in industry worth EUR 104@Tllion (13.8% of total revenues in
the Slovak Republic), in wholesale and retail trageth EUR 3,622.4 million (8.9% of total
revenues in the Slovak Republic), in transportatma storage worth EUR 285.7 million
(5.3% of total revenues in the Slovak Republicy anselected market services worth EUR
551.2 million (5.5% of total revenues in the SlowR&public). Construction output reached
EUR 870.2 million and 15.9% share of constructiatpat of the Slovak Republic. Revenues
in all of those sectors grew year on year, excefdilrtrade, where they decreased by 5.3%,
year on year. Modest year-on-year growth was asorded in construction output.

According to the Register of Organisations of SQ &Rhe end of December 2011 in the
Zilina Region there were registered 13,993 SMEEich was by 603 more than in 2010. In
terms of districts, most were registered in théridis of Zilina (35.8%) and Martin (15.3%).
In size terms, micro enterprises (0-9) were thgdar group (86.4%), small businesses (10-
49) accounted for 10.9%, medium-sized enterpris@s2¢9) 2.3%, and large enterprises (250
and more) 0.5%. Within the SME-LE structure by ewrait activities, the businesses active
in trade dominated and accounted for 38% (by 7% more than the Slovak Republic),
followed by business services (18.2%, which wad®y p.p. less than the Slovak Republic)
and industry (11.9%). In the Zilina Region, thererev61,542 registered natural persons doing
business under the trade and non-trade law. In,2@®1Zilina Region, as the only region,
recorded a year-on-year increase in the numbeatoiral persons — entrepreneurs, namely by
4.4%. Of natural persons — entrepreneurs, most wmial trade licensees — 58,612. There
were 1,919 registered entrepreneurs — freelancets #11 independent farmers. More than
half of small trade licensees (52.6%, which wad.8y8 p.p. higher than the Slovak average)
developed their activities in the construction se@&nd industry, and the representation of
self-employed in those sectors was the highestamwihole country.

The Banské& Bystrica Region

In 2011, the Banska Bystrica Region reached rexéiptown performances and goods for
the entire population of enterprises in the industorth EUR 3,805.4 million (5.0% of total
revenues in the Slovak Republic), in wholesale ratail trade EUR 2,313.9 million (5.7% of
total revenues in the Slovak Republic), in transg@n and storage EUR 226.8 million (4.2%
of total revenues in the Slovak Republic), andalested market services EUR 545 million
(5.4% of total revenues in the Slovak Republic)n§&oiction output reached EUR 410.4
million and 7.5% of construction output of the Si&vRepublic. A year-on-year decrease at
constant prices was achieved in retail and whatesiadl in transport. Construction output also
recorded a year-on-year decline.

According to the organisational statistics of SO, $R 2011 in the Bansk& Bystrica
Region there were registered 13,233 SME-LE, whiels Wy 708 more than in 2010. More
than a third of SME-LE (37.2%) were registeredha district of Banska Bystrica. In terms of
the size structure of enterprises, the largestmofenterprises (88,8%) was micro enterprises
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employing 0 to 9 persons. Small businesses accdunte9.0%, medium-sized enterprises
1.9%, and large enterprises 0.3%. In terms of evdmactivities, SME-LE were most active

in trade (29.1%, which was by 1.3 p.p. more tham $tftovak Republic), business services
(24.8%, which was by 5.6 p.p. less than the Sld®akublic) and industry (11.3%). Of the

total number of natural persons — entrepreneursd 43, 39,656 were small trade licensees,
2,163 entrepreneurs — freelancers and 1,342 indepérfarmers, while more than a fifth

(22.0%) of natural persons had their registerett®fin the district of Banska Bystrica. In

terms of sectors, small trade licensees in the EBaBystrica Region were particularly active

in trade (26.2 %, which was by 0.8 p.p. less tlenSlovak Republic), construction (19.1%,
which is by 3.8 p.p. less than the Slovak Repulaiig) in business services (15.0%).

The PreSov Region

In 2011, the PreSov Region reached receipts for pamiormances and goods for all
enterprises in industry worth EUR 3,358.4 millioh4@6 of total revenues in the Slovak
Republic), in wholesale and retail trade EUR 2,8Q®illion (5.7% of total revenues in the
Slovak Republic), in transportation and storage E24R.8 million (4.5% of total revenues in
the Slovak Republic), and in selected market sesviEUR 497.6 million (4.9% of total
revenues in the Slovak Republic). Construction outpached EUR 605.6 million and 11.1%
of construction output of the Slovak Republic. Rewes increased year on year at constant
prices in all sectors, except for wholesale andilte€Construction output also recorded a
growth.

According to the data from SO SR, at the end 0fl20%,136 SMEs — legal entities were
registered in the PreSov Region, which was by 1j@tb6e than in 2010. Most SMEs — legal
entities were registered in the districts of Pre@i5 %) and Poprad (18.7 %). In size terms,
micro enterprises accounted for 87.4%, small bgsee (10-49) accounted for 10.4%,
medium-sized enterprises (50-249) 1.8%, and langergrises (250 and more) 0.4%. Within
the sectoral structure by economic activities, SMEactive in trade dominated (30.2%),
followed by business services (19.2%, which wad by p.p. less than the Slovak average),
industry (13.0%, which was by 3.5 p.p. higher thiaa average of the Slovak Republic), and
construction (11.9%). According to SO SR statistias the end of 2011, 58,544 natural
persons — entrepreneurs were registered in thewRSgion, which was by 2.1% less than in
2010. Of the total number of natural persons —egméneurs, 55,132 were small trade
licensees, 2,382 entrepreneurs — freelancers &80 Independent farmers. Almost a fifth
(19.6%) of the total number of natural persons trepmeneurs were located in the district of
PreSov, 13.2% in the district of Poprad and 10.0%e district of Star&ubowia. More than
a quarter of small trade licensees (27.9%, whiels twy 4.9 p.p. higher than the average of
the Slovak Republic) were active in constructio,82 (by 6.2% p.p. less than the average
of the Slovak Republic) in trade, 19.9% (by 3.6. pyore than the Slovak Republic) in
industry, and 10.9% in business services.

The KoSice Region

In 2011, all the business sectors in the KoSice idRegealised receipts for own
performances and goods in industry worth EUR 7 5&3llion (9.8% of total revenues in the
Slovak Republic), in wholesale and retail trade ERJBR53.7 million (8.0% of total revenues
in the Slovak Republic), in transportation and ager EUR 197 million (3.6% of total
revenues in the Slovak Republic), and in selectadket services EUR 676.1 million (6.7%
of total revenues in the Slovak Republic). Congiamcoutput reached EUR 679.9 million and
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12.4% of construction output of the Slovak RepuldRevenues in those sectors grew year on
year in industry and in selected market servicegedr-on-year growth in construction output
was also recorded.

Based on the data from SO SR, in 2011 there weB132SMES — legal entities registered
in the KoSice Region. Compared to 2010, their nunmbeased by 1,099. Most registered
SME-LE were in the district of KoSice | — they aaated for 25.7%, followed by the district
of KoSice IV — 18.1%, and the district of KoSice-1I.3.6%. Micro enterprises accounted for
88.5%, small businesses 9.5%, medium-sized ergempli.6%, and large enterprises 0.4% of
the total number of businesses. In terms of ecooawtivities, SME-LE were most active in
trade — 37.7 % (by 7.2 p.p. more than the SlovaiuREkc), business services — 22.2 % (by
8.2 p.p. less than the Slovak Republic) and ingus®.6 %. There were 41,114 natural
persons — entrepreneurs registered in the KoSigoReand compared to 2010, their number
decreased by 3.7%. Of the total number of natweedgns, 37,246 were small trade licensees,
2,777 entrepreneurs — freelancers and 1,091 indepéfarmers. 14.3% of the total number
of natural persons — entrepreneurs had their exgistoffice in the district of SpiSska Nova
Ves, 12.5% in the district of Michalovce, 11.9%e district of KoSice I, and just 11.9% in
the district of KoSice — Surroundings. More thathied of small trade licensees (33.4%) were
active in trade (6.3 p.p. more than the averagheftlovak Republic), 17.0% in construction
(6.0 p.p. less than the Slovak average), 15.1%duostry, and 14.0% in business services.

The number of SME-LE and self-employed by sectar i@gion is given in Figure 1 and
Figure 2 of Annex B.

3.12 The results of quantitative surveys of SMEs and en¢preneurship

A survey of business activity in the Slovak Repuldi— Global Entrepreneurship Monitor
(GEM)

In March 2011, NADSME, as a partner of the GEM maai project coordinator for
Slovakia, which is the Faculty of Management of @@menius University in Bratislava,
implemented one of the GEM project activities: Adebpulation Survey (APS)The project
GEM (Global Entrepreneurship Monitor) is a globaltiative, currently ongoing in 59
countries, aimed to explore the attitudes of sgctetvards entrepreneurship. The GEM
foundation was initiated by the London Businessdgtland Babson College (USA) in 1999.
GEM project objectives are as follows:

- measuring differences in the level of entreprersactivity between countries;

- finding factors leading to appropriate levels oftrepreneurship in particular

countries;

- designing policies that can expand the nationadllef’entrepreneurial activity.

APS is one component of the GEM project and itk tasto define the relationship
between business and the development of the réspecobuntry on the basis of an
individual’s behaviour in a business process. Thernition is to carry out the survey again on
an annual basis in order to secure the continuitgvaluating data, verifying results and
tracking trends in the population.

" The final report of the survey (selected resultss available on the website
http://www.nadsme.sk/files/=GEM 2011-sprava z priesknu fin-1 0.pdf
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Key findings for Slovakia resulting from the GEMoject are as follows:

- individual business activity — activity of individls in international comparisons is
high;

- its impact on development in Slovakia is ratherotigh less ambitious type of
business — less innovative activities and penetratito international markets;

- social climate and business environment need furnti@rovement if they are to
contribute to the development of business and cpesdly to economic growth of the
country.

The following part summarises the main findingshaf Adult Population Survey (APS):
o Self-confidence
- Relatively low perception of opportunities — Sloiaks significantly below the
European average — from all 54 GEM countries, $iavanded up in 43place;
- High perceptions of abilities — Slovakia achievied highest values among European
countries;
- Fear of failure of business in Slovakia is at #el of the European average.
o Societal attitudes towards entrepreneurship
- Low perception of entrepreneurship as a good careeice — Slovakia is below the
European average;
- Perception of successful entrepreneurs and theialsstatus is low — in this area
Slovakia is below the average of Europe;
- Low attention given to new businesses by mediacvakia is below the average in
Europe.

According to survey results, 52.9% of respondemt#lved in the survey had the
knowledge necessary for doing business, which méenfirst place in Europe, while the
European average was 42.9%.

44.8% of Slovakia’s population said that fear afui@ of business would discourage
them from starting a business, which meant th& dlace in Europe, while the European
average was 43.5%.

23.1 % of respondents expressed the belief th#tanarea where they live there were
good opportunities for starting a business, whigtant the 19 place in Europe, while the
European average was 32.7%.

54.6% of respondents declared that most peopléovatda considered doing business as
an appropriate choice for career, which meant @i¢flace in Europe, while the European
average was 60.9 %.

64.4% of respondents thought that in Slovakia thecesssful start-up businesses were
recognised and respected, which meant tfeplace in Europe, while the European average
was 69.0 %.

Slovakia had the highest overall initial businessividy, but also the highest rate of
termination of business among European countries.

In Slovakia there were 10.18% of entrepreneurs staging business activity phase that
stated the opportunity for starting business aspitiecipal motive (which meant the first
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place in Europe), but the opportunity motivated tbg improvements accounted only for
3.6%. The need to start business accounted fo#/@.8dpresenting thé™4place in Europe.

18% of the adult population expressed the intentwostart doing business in Slovakia in
the next three years, which was above the averailpe &uropean countries.

Chart 40 shows the structure of the respondentiseirSlovak Republic from the view of
starting a new business.

Survey of views of small and medium enterprises orthe quality of the business
environment in particular towns of the Slovak Repultic

To obtain information on the satisfaction of snaild medium-sized enterprises with the
quality of the business environment in particulawns in the Slovak Republic, NADSME
realised theSurvey of Views of SMEs on the Quality of the EgsinEnvironment in
Particular Towns of the Slovak Republithe survey was part of a broader project aimed at
analysing conditions of doing business in the towhSlovakia, which continued as further
phases with the planned completion date in thetim of 2012.

Implementation of the survey and the final datacpssing was realised by the company
Smart Choice s.r.o. Data collection was conductecdh fOctober 2011 to mid January 2012.
Data collection was conducted by trained profesdmthrough personal interviews directly in
the field. Data collection was conducted on a sangbl3,315 respondents from among self-
employed and small and medium-sized enterprises.

The most important results of the survey can bensansed as follows:

5.7% of the respondents surveyed were clearlyfeatisvith business conditions; slightly
more were mostly satisfied (17.9%). The largest@atiage of respondents (29.7%) was half-
satisfied. Within the surveyed sample, 7.8% of oesignts were clearly unsatisfied (Chart
41).

52% of respondents expressed complete satisfaetitinthe availability of necessary
authorities. 19.8% respondents were definitelyalisBed.

Regarding the views on the quality of roads andastfucture, 68% were mostly
dissatisfied, of which 38.8% of respondents wermmetely dissatisfied. Only 14.7% of
respondents were completely satisfied.

Almost 46% of respondents expressed satisfactidin the amount of real estate tax and
the amount of local fees not affecting the businedgersely, of which 25.2% were fully
satisfied. 25% of the respondents expressed coengigsatisfaction.

About 57% of respondents expressed satisfactioh thié conduct of local officials, of
which 27.3% were fully satisfied. About 37% of resdents expressed dissatisfaction, of
which 19.3% were completely dissatisfied.

® The final report of the survey is available on thavebsite
http://www.nadsme.sk/files/Prieskum PP zav spravads
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Approximately 39% of respondents thought that tdoal authorities required unnecessary
visits, of which 22.3% were completely convincedoatbit. On the contrary, 34.5% of
surveyed enterprises were definitely not of thahiop.

The opinion of small and medium enterprises on eciomovation

Based on the results of the Flash EurobarometareguMo. 315 “Attitudes of European
entrepreneurs towards eco-innovation”, commissionsd the European Commission,
NADSME developed an analytical report assessing dtigdudes of small and medium
enterprises towards eco-innovation.

The survey “Attitudes of European entrepreneursato® eco-innovation” was aimed to
study the behaviour, attitudes and expectationsntfepreneurs towards development and
diffusion of eco-innovations in response to risprgces and a lack of funds. The survey was
conducted by telephone calls on a sample of 5,222sSwith a staff from 10 to 249 in all EU
Member States from 24 January 2011 to 1 Februatyl.2200 SMEs from Slovakia were
involved in the survey.

The following part contains the main results of gevey regarding responses of the
Slovak respondents, which were compared with ttieidés of respondents in the EU-27:

Almost one third (30.3%) of the surveyed reprederdga of SMEs in Slovakia indicated
that 50% or more of total business costs were maatensts, which was by 6.6 percentage
points (p.p.) more than the EU-27 respondents #28.B83.5% of Slovak respondents said
their material costs made up more than 29% and tlems 49% of the total cost of the
enterprise, which was by 2.3 p.p. more than respatsdn the EU-27 (31.2%).

According to the survey results, in general SMEthaEU-27 carried out eco-innovation
activities to a greater extent than in SlovakianfFramong all the companies involved in the
survey, in the previous two years 41.0% of SMESIwvakia and 44.6% of SMEs in the EU-
27 implemented at least one eco-innovation.

Approximately one in four representatives of SMEsSlovakia (24.3%) declared in the
survey that in the past two years his enterpris@diniced a new or significantly improved
eco-innovative process or procedure (which was.byp4. less than the EU-27). Almost one
fifth of SMEs introduced (19.9%) a new or signifitiy improved eco-innovative product or
service (which was by 4.9 p.p. less than respoisdenthe EU-27). 22.6% introduced a new
or significantly improved eco-innovative organisail method (representing about 0.9 p.p.
less than in the case of the EU-27) (Chart 43).

Representatives of Slovak SMEs stated the mostusenbstacles (mild or very severe)
preventing the intensive introduction and developimef eco-innovation in enterprises
uncertain or too long return on investment in euwevation (73.5%, which was by 9.4 p.p.
more than respondents in the EU-27), lack of owrd$u(71%, which was by 8.8 p.p. more
than the EU-27), the lack of market demand (70.@%6¢ch was by 4.3 p.p. more the EU-27),

° The report assessing the results of the survettitudes of European entrepreneurs towards eco-
innovation is available on the websitehttp://www.nadsme.sk/files/Posto] MSP_k eko-
inovaciam 2011.pdf
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lack of access to existing subsidies and tax imees1{64.2%, which was by 4 p.p. more than
the EU-27).

The access of small and medium enterprises to finea

In order to increase the availability of relevatdtistics that would allow analysing the
situation in terms of access to finance for the Sb#€tor, NADSME prepared a report
assessing the results of the survey “Access toie°

The survey was realised in 2011 by Eurostat (thés$ical Office of the European Union)
in cooperation with national statistical officesdanther users of the business statistics
(OECD, EIF, ECB). Upon Commission Regulation (EC.Nd7/2009, the survey was
conducted in 20 EU Member States on a sample oé tfan 25,000 SMEs with a staff of 10
to 249 persons. 999 SMEs in Slovakia were invoiveithe survey. Final data from the survey
(EU-wide) were published by Eurostat on 3 Octolir12

The most important results of the survey are devid:

According to the survey results, in 2010 half of BEdVin Slovakia tried to obtain credit
financing, 8.4% of businesses sought to obtain tedinancing and almost every fourth
business (38.7%) tried to get other types of finanp¢Chart 42).

Slovakia was placed high in the number of entregueswho tried to obtain the assessed
types of financing. In case of credit financingp\Wlkia was actually first in the number of
entrepreneurs (50%) who tried to obtain that tyfpnancing.

In 2010, more than three quarters (76.1%) of SMEsSlovakia were successful in
obtaining bank credit financing, which was howelgr13.2 percentage points (p.p.) lower
than in 2007.

In 2010, nearly one in three SMEs in Slovakia (28).6eeded a guarantor (a person or
company that would cover the risk in case of failtor repay a loan) to obtain loan finance.

In 2010, more than a quarter of SMEs in Slovak&ai%0) were not successful in applying
for a bank loan because of poor credit rating, Whvas by 6.5 p.p. more than in 2007. 24.0%
of businesses were not successful due to lackwfyed.3.3% of businesses did not know the
reason for their failure, and 12.4% of businesse@sidt have enough mortgage or guarantee.

In 2010, 8.4% of businesses in Slovakia attempiezbtain equity financing. The highest
success rate achieved businesses in obtainingyefgaiding in 2010 from existing partners
and shareholders (70.7%) and from banking insbitsti(62.9%).

9 The report assessing the results of the sufeess to financis available on the website:
http://www.nadsme.sk/files/Pristup_MSP_k_financia@67_ 2010.pdf
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3.13 Analyses of SME environment implemented by NADSME

In March 2011, in addition to other outcomes, NADSkealised analytical studies aimed at
the issues of family business and law enforcemertiusiness relations. The studies have
contributed to the fulfilment of the principles tfie Small Business Act (SBA) — First
Principle — Enterprise — Create an environment hictv entrepreneurs and family businesses
can thrive and entrepreneurship is rewarded, acdrisePrinciple — Second Chance — Create
an environment in which entrepreneurs and familsifesses can thrive and entrepreneurship
is rewarded.

Family business in Slovakia

The issue of family business, even though thatarebeand work on the subject occur
sporadically, is not prepared by academia suffitjefThe aim of the prepared stuéamily
Business in Slovakiawas therefore to map the state of the family bessnin Slovakia,
compare its level with the situation abroad, tmidfg the most important problems of family
businesses and recommend the implementation ofr&l@nmeasures and arrangements to
support the family business and its sustainakiitglovakia.

Family business is not defined in the law applieainl the Slovak Republic despite the
fact that family businesses in Europe as well ahénworld represent an important group of
businesses with great influence. In the Europeairabout 70% to 80% of entrepreneurs
run a family business and they employ about 40%0% of all employees. SMEs form a
large proportion of family businesses and somewbfe’s largest companies are also family
businesses. In Slovakia, 99.9% of all enterprisesSMES, and of that approximately 60% to
80% are family businesses, as presented in thg staborated.

Specific issues related to the development of faliisinesses are connected in particular
with penetration of family and private life of egpreneurs. This interaction is a source of
strength and importance of family business foreprgneurs themselves. But it also can be a
source of weakness, which can also bring a goingpemy to extinction and could also
threaten the very family and affect negatively tietaships within it.

According to the study, in Slovakia as well as aldrohe family business as a form of
business has a similar composition, structure,samalar problems. The only different is the
lack of support from regional authorities, the 8tahd academia. In these areas it will be
necessary to catch up with foreign countries, trnefrom their mistakes and apply best
practices in this field. Regarding support, therea®@ programme, scheme or organisation that
focuses on theses issues and regarding practae, i no initiative or programme aimed at
this target group.

' The study Family Business in Slovakia is availablen the website:
http://www.nadsme.sk/files/Studia Rodinne podnikare@ na Slovensku-fin.pdf
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Law enforcement in business relations

Lack of law enforcement is one of the greatesttsbarings of the business environment
in Slovakia. The studyaw Enforcement in Business Relationstips therefore aimed at
assessing the state of law enforcement in relatbosmall and medium-sized enterprises
(SMEs), analysing the root causes of weak law eefoent and the subsequent formulation
of recommendations for improvement in this area.

According to the study, the main task of the cquespecially in commercial matters,
should be fast and effective help to assert thietsigf action (claims) of businesses against
the defending will of an obliged subject. Therefoaewell-organised judicial system and
properly set procedural rules are considered tinddasic conditions to ensure that the courts
do not create a barrier to increasing the cur@ntlevel of enforcement of rights of SMEs in
Slovakia. As is clear from the data identified istatally and presented in the study, one of
the main objectives of improving law enforcemenbusiness relationships should also be the
acceleration of civil proceedings.

The level of law enforcement in business relatigrslis also linked to the restructuring
process. According to the study, restructuring sh@erve as a healing process that will
enable the company to continue trading, maintaieast partial employment and will have a
positive impact on the repayment of existing lidigis. In some EU countries, in terms of
creditors, the yield of restructuring moves up @64 which is incomparable with the Slovak
Republic, where we move around the level of theédyaf bankruptcies, which is roughly
10%. Restructuring success depends primarily orthvéinéhe action started early.

In order to avoid delays in the proceedings, thange in the judges’ approach
(philosophy) was proposed from progressive heateges to hearing cases in a single trial,
i.e. a departure from the current practice of cardus hearing to a comprehensive hearing on
a case by case basis. The study contains alsofispgtommendations regarding the
procedural law, substantive law, legislative atyiand judicial activities.

2 The study Law Enforcement in Business Relations @vailable on the website:
http://www.nadsme.sk/files/Studia-Vymozitelnost praa-mar2011.pdf
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4. Recommendations for further improvement of the bugiess
environment and SME development

Creating quality business environment requires ardinated approach by all
departments. Just like in other EU countries, eirerthe Slovak economy it includes
strengthening the role of small and medium-sizeterpnses, because this sector is an
important form involved in the creation of the oatl product with an irreplaceable role in
the area of employment. The basic prerequisitelfedong-term competitiveness and growth
of small and medium-sized enterprises is just adeable business environment that creates
conditions for economic growth, and thus becomingwtask for the Government. Creating
favourable conditions conducive to the developmeEnSMEs should become part of the
policies of all ministries and other public admtragion bodies and local authorities.

In addition to the global economic impacts, somegierm problems remain in the
business environment in Slovakia. These problerokidie, for example, problematic law
enforcement, high administrative burden on buseggsublic sector inefficiency, insufficient
supply of e-government services, high levies amdiaistratively demanding mechanism for
their payment, frequent changes in legislation, #red continued practice of cronyism and
corruption. Solution or elimination of these shortgngs, however, is progressing very
slowly.

A common feature of all the mentioned problem arsakeir complexity and coherence
on several functions of public administration. Téfere, any improvement in these areas
require a comprehensive system approach, interstemal coordination and, in particular,
active cooperation of entrepreneurs themselvethignrespect, a positive step would be the
adoption of a national plan/strategy for SME depelent, which would define the objectives
of its development and aid frameworks and identifig roles of various bodies and
institutions in order to ensure favourable condisidor the development of SMEs.

The new approach should also ensure the applicafidhe Small Business Act (SBA)
initiative, which is a key EU initiative for the delopment of the SME sector in the context of
the objectives of Europe 2020. The concept sholitivafor the integration of ten SBA
principles in Slovakia and their consideration ke tdevelopment of legislation, policy and
strategic documents, as well as support tools MES The new Government formed after
the elections in March 2012 has joined this ink@&tand, upon the Manifesto of the
Government of the Slovak Republic for 2012-201@Jartook to extend the application of the
European principles of the development of small mediium-sized enterprises (SBA — Small
Business Act), as small and medium-sized entepsbeuld be supporting framework of the
development of regional employment and the onetkwhilhappreciate especially domestic
natural resources.

Some problems associated with data on SMEs stitlane. In order to improve the
availability of statistics for the SME sector, azlwas for the purpose of consistent
monitoring of SBA principles application, we suggése Statistical Office of the Slovak
Republic:

- toinclude, in the Register of Organisations, astmbk of size categories according to the
revenues in accordance with European CommissionrR@endation No. 2003/361/EC;
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to publish data on establishment and dissolutioentérprises by legal form (legal entities
— businesses, natural persons — entrepreneurs);

to perform a mass update of data in the Regist@rghanisations before the deadline of
the annual processing of the organisation stadistic

to process and publish indicators of structuralsties by size categories of enterprises (in
line with European Commission Recommendation Nd@32861/EC) and legal forms
(legal entities — businesses, natural personsre@eneurs).

4.1 Proposed recommendations

Based on the recommendations given by NADSME, aegrto the conclusions of the

analytical outputs of the programme Monitoring &Rdsearch of SMEs and upon expert
opinions of organisations representing the busirsesgor, this subchapter contains the
measures proposed in order to improve the busiaegsonment and the conditions for
sustainable development of SMEs, and thus for évweldpment of the Slovak economy. The
measures are identified in relation to particulBASrinciples.

First Principle
Enterprise — Create an environment in which entrepeneurs and family businesses can
thrive and entrepreneurship is rewarded

Reorientation of the educational system to theesysencouraging young people to
assume more responsibility for themselves and geainomic self-fulfilment;

Supporting the development of entrepreneurial fihigpk entrepreneurial culture and
entrepreneurial skills at all levels of educatiamhjle it is necessary to combine the formal
approach (modification of existing curricula) amdormal approach consisting in a close
contact with business practice;

Increasing investment in education through spepralgrammes for SMEs and their
advisers in support structures and organisatigmesenting the interests of SMEs;

Better alignment of the educational system of sdaon vocational education with the
needs of SMEs and creating cooperative links beatwpeactice and educational
institutions to reduce structural weaknesses ofagheur market;

Creating the system of incentives for investmentducation and providing increased
support for the schools, whose graduates are iradénm the labour market;

Significant changes in the education system andsacto the partnership of the private
sector, public administration, educational insittu$ and scientific and research institutes;

Issues of education and training of future genenatiof small trade licensees must create
a system of lifelong learning; the school systenedseto create the foundation for
changing the philosophy of the society of employaeshe society of employers and
educate graduates of secondary schools and urtigsrgirepared for self-employment
through increased knowledge in the field of busnesonomics, law and informatics and
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communications — it is important that prospectimgpbyees know the modern world of
technology, methods/techniques and are able tahese flexibly and to improve them
within global competitiveness;

Recommending to regional governments and local mowent entities to incorporate the
provisions of the Small Business Act (SBA) in thaiategies and policies;

Adopting the National Strategy for Promotion of @arate Social Responsibility (CSR)
in the Slovak Republic and the Action Plan for C&Rhe national level and promoting
principles of accountability in business, which sldostrengthen the sustainability and
competitiveness of the SME sector;

In relation to completed projects continuing torease awareness of CSR among Slovak
SMEs through the dissemination of information oa igsue, and presenting/appreciating
examples of good practice;

Governing the family business by a special leggliaion — as a family business is a
specific form of business it would be appropriatgovern it by a special law that would
regulate both property and labour relations, asl vesl any inheritance and the
intergenerational transfer of business;

Using a previous organisational basis providing psup to entrepreneurs and its
completion so as to ensure the support of a famiginess with all its needs and
particularities;

Development of a guideline — a manual for entrepuesy, which will deal with
accounting, psychological and legal aspects of ig¢ioaal change in family businesses;
following the example of the Netherlands we recomadhdistributing the guideline to all
entrepreneurs over 55 years in family businesses;

Amending the legislation in the field of inheritantaw in the matter of succession in
family business management with the possibilitgxercise the cessionary’s concepts and
will in case of his death;

In the field of trade business we propose to exghrdange of the persons who can do
business upon the trade license of a deceasednpbysother persons, in terms of the
family definition, so to avoid the termination diettrade license ex offo upon the death of
the founder, despite the interest of the familgaatinue in carrying on the business.

Second Principle
Second chance - Ensure that honest entrepreneurs whhave faced bankruptcy quickly
get a second chance

Carrying out the analysis of the system of resguimsolvency of enterprises in Slovakia
and proposing measures that should lead to an gixquedprocedure associated with the
termination of business and settlement of finan@ald property relationships in
accordance with the recommendations proposed iBB#eAction Plan for promoting the
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“second chance” for entrepreneurs, and limitinggkeod to settle outstanding debts for
an honest entrepreneur at maximum three (3) yga213;

- In the case of insolvency, allowing the petitiom Bankruptcy order or dissolution of a
company in relation to the entrepreneur’'s own camypa to himself ex offo;

- Removing long time in deciding commercial disputes;
- Ensuring that courts will report the facts thatpeped in committing a crime ex offo;

- Implementing a long-term awareness campaign toidite prejudice against bankruptcy.

Third Principle
Think Small First — Design rules according to the hink Small First principle

- Stabilising the regulatory framework for businessd in this context especially:

- Defining the system of consultations between thélipuadministration and the
business sector, which can be implemented as p#reaise of a single methodology
to prepare standards that would be stable and wowid require subsequent
adjustments/corrections;

- Establishing a system for assessing the impacthef upcoming legislative and
administrative initiatives on SMEs (SME test) whpraparing new legislation;

- Analysing the existing regulatory framework andratiating standards or measures
that are obsolete and do not produce social ben@féve not fulfilled the objective
followed by the standard in the past);

Applying these measures should significantly deseecosts incurred by SMEs in terms of

time spent by studying regulatory changes and seacgditerature, as well as additional

technical support costs (for example, updating acting software).

- Preparing a medium-term strategy for the developnagrd support of SMEs, which
would re-define the objectives for the developmeinthe SME sector, a framework for
the use of support tools for SMEs, their institnibarrangements and coordination, as
well as the adaptation of the legal framework @ thusiness environment in order to
remove barriers to the development of SMEs in S@/al he strategy should be based on
the principles defined in the document Review @& tBmall Business Act” for Europe
(COM(2011) 78);

- Reducing the administrative burden, reducing anmpbfying the procedures for
obtaining and using support for SMEs, which maimyprogrammes financed by the
structural funds are prohibitively time-consuminghda administratively difficult;
facilitating the refinancing of projects by implemation of advances to SMEs; excluding
changes of rules beginning the tender announceupetat the completion of projects;

- Improvement of accounting implementing rules invwady the business community in
order to reflect the needs of the practice of anting, which should contribute to a
further reduction of the costs of accounting;

- Amending all laws on taxes, levies and contribugi@md other regulations in principle
only once a year, as at 1 January of the next year,;
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Considering suspending the provisions governingstmetions in the amended provisions
of laws so that changes can be used in practice;

Enforcing that all taxes and levies are paid totéxeoffice and the tax office should then
distribute them to the Social Insurance Agency laalth insurance companies;

Tax authorities should have a single informatiorsteyn where all applications for
registration, deregistration and statements aboyil@/ees would be sent in order to
avoid double fulfilment of such obligations; the c&b Insurance Agency and health
insurance companies would receive any informatiomfthe system;

We suggest to shorten the obligation of the prempayers to retain selected documents
for ten (10) years to only five (5) years;

Introducing the obligation of the presenter of &raf law to develop, together with a
draft, a simple, concise and easy-to-understandaeapon of the rules and obligations
arising from it;

Based on the analysis of the implementation ofinlsétute of a pre-binding opinion for
institutions and selected laws, discussed by thee@mnent on 29 June 2011, ensuring
that the responsible department (the creator oflahg would be required to provide
authoritative interpretation of the rules of thevjahe above measure is designed to
remove the inconsistent interpretation of legaltatons;

For small trade licensees, independent farmerseatrépreneurs — freelancers receiving
pension we propose voluntary paying contributianslt-age pension insurance, as such
payments will be reflected only minimally in théatal amount of pension; it would also
motivate those groups of entrepreneurs to furthenemic activity, which would result in
increased tax revenues;

Joining legislative concerning occupational healtll safety and related regulations into
one act, in order to ease the orientation of enggin that area;

Taking measures to reduce the administrative bunddsted to the employment of
persons (recruitment, system of contributions twd8&) and to reduce overall labour costs
by reducing contributions to funds based on a celmmsive and objective analysis of the
needs and possibilities of further reduction oflaxden in Slovakia;

Removal of disproportionate penalties imposed leySkate, municipal, and other public
administrative bodies to SMEs in a single infringgm(such as it was governed by Act
No. 392/2011 Coll. on Trading with Defence-relat&ducts and on amendments and
supplements to certain acts, which amended ActdN6/1991 Coll. on Trade Licensing),
in particular the non-monetary ones; in minor deficies, establishing the principle that
the imposition of a penalty will only be preceded the possibility of a remedy by
imposing a measure with a binding deadline for glating the shortage;

Supervisory authorities should apply, especiallystoall businesses, prevention (e.g.
imposing educational activities as a remedy) ratin repression;
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Establishing coordination of the procedure of galtr public authorities in exercising
control over businesses; several control authsrgteould inspect the entrepreneur at the
same time, thus avoiding multiple checks of thees&mats; in addition to saving time and
administrative burden it would mean a reductiorcasts incurred by the entrepreneur in
association with the performance of control agegit

In the area of commercial law, active promotiontloé use of alternative methods of
dispute resolution, particularly mediation and w@dbion, and raising awareness of
businesses in that area;

Raising the awareness of SMEs through communicatempaigns on the need for
preparation in the case of the planned businessfamawith an adequate interval of time;
promoting the dissemination of information neededthe transfer of enterprises through
training and databases in order to increase thebaunof successful transfers of
companies.

Fourth Principle
Responsive Public Administration — Make public admmistrations responsive to SMES’
needs

Reducing the administrative burden on businessiimditing duplication of submission of
documents to the public administration, simplifyiagd reducing the scope of required
reporting, and the like;

When creating each rule of law, to apply the pptecithat public authorities and public

institutions (the Social Insurance Agency, etc.l wot require, in the administrative or

other procedures, documents, deeds, decisionshanke, which are issued by the State
authority or public administration body or publicstitution (the Social Insurance Agency,

etc.); in this context, to support the informatisatof the State authorities and public
administration bodies and the rapid introductioreafovernment in all areas where there
is interaction between public administration andibesses, and thus eliminating several
repetitive requests for information, documents dath from businesses;

Improvement of the transition to electronic comneations, the introduction of
mandatory electronic reporting — technically ihendled very poorly (see the problem of
the tax administration in early 2012; the Sociauirance Agency, and health insurance
companies) — the fact that the smallest businessag not deal with new things
technically (the latest PC, network coverage, esciot taken into account and therefore,
we consider it a real if an alternative option vadé given to small firms, or companies in
the region to be able to submit reports by posaftransitional period;

Based on the analysis of the options and the implatie reduction in basic capital for
selected types of legal entities negotiated byGbgernment on 7 March 2012 reducing
the basic capital of joint-stock companies to laafl the basic capital of limited liability
companies to symbolic EUR 1;

Based on the analysis of the National Security Auth named the Weaknesses in the
Approach to the Use of Electronic Signatures andrakded Electronic Signatures
(Document No. 281/2012/IBEP/OEP-006) creating cohmals to stimulate widespread use
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of electronic signatures by businesses — in thigtecd, it is necessary to simplify the
Slovak legislation governing the issue of electtaignatures;

Sending the current standard forms — it would asotribute to the reduction of the
administrative burden on small and medium entegprid, based on the measure
implemented upon the Foreign Exchange Act No. Z231Coll., within the electronic
communications tax authorities send businessesdelntd the respective form of a tax
return in advance and notify them of the tax ligpih such way;

Alignment of function of the Commercial Registerdatine Trade Register in a single
institution;

Applying the court fee for entering a change inttbgister in the amount of EUR 66 even
to first registration, or considering complete realoof charges related to the company
establishment;

Based on the analysis of the possible use of elactrextract from the Commercial
Register of the Slovak Republic for legal purposegotiated by the Government on 7
March 2012 ensuring that the electronic extractfrthe Commercial Register of the
Slovak Republic may be used for legal purposes;

We also recommend transfer of the obligation ofudder to provide a building office
with documents for a building permit procedurehe form of statements of authorities —
perspectively, creating an information system cdagdconsidered, which would connect
all the authorities concerned in the respectivettey (the authorities concerned in such
way can be identified already in the planning imguand allow to shorten the building
permit procedure;

Regarding black construction penalties, specifyinghe Construction Act, the cases of
the breach of the Construction Act in which a ficiah penalty will be imposed on a

builder and the cases of violation in which remgvaf black building will be ordered to

the builder — it should be clearly addressed byl#we the current wording in general
terms allows to circumvent the law;

Within land planning and then within permitting w8ttures, strict following industrial
zones and residential zones, and within residembaks the areas of houses, high-rise
residential zones and the like, under threat ottsams for the building authority — such
provision in the law would avoid confusion in explag the provisions of the law in any
way,

We recommend to the Statistical Office of the SkoWRepublic not to include micro
enterprises in the statistical survey more thareaswery three years, except where the
needs of statistical and other types of informatexguire otherwise;

We propose to “motivate” the courts to speed upntaldecisions on the merits, for
example, through the amendment to Act No. 71/196R. Gn Court Fees, as amended,
upon which the following measures would be takehmore than three (3) months lapse
from the payment of the court fee for a motion tartsproceedings to the first hearing
date, the parties to the proceedings should bendiaek 50% of all fees paid.
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Fifth Principle

Public Procurement and the State Aid — Adapt publicpolicy tools to SME needs:
facilitate SMEs’ participation in public procurement and better use State Aid
possibilities for SMEs

Introducing the rules of transparency in the pulpliocurement system at all levels of
public administration;

Creating more space for the application of quatitiyeria in the procurement process,
particularly in the supply of services; the curréegislative practice connected with a
pronounced preference of price criteria causesl@nubin selecting the best offer in terms
of the requirements of the contract; on the otlardh high-quality offers by entrepreneurs
are often unsuccessful because of the submissiohneaiper but lower quality offerings;

Analysing the impact of existing State aid schefmeSMEs and adapting the conditions
for their providing to the needs of SMEs;

Training for public authorities in order to improthee quality of the procurement, not only
in terms of formality, but also efficiency;

Determining the limit of the proportion of small $imesses in contracts to be financed
from public funds at 30%, as is common in the Eeespcountries — it would also help
eliminate corruption in the awarding contracts fioed from public funds; the objective
conditions of competition would also allow for teeccess of small businesses and small
trade licensees and the funds from the public ssucould be the engine of that segment
— small business entities would employ more workeay taxes, levies, and expand,;

The requirement for the lowest price in the pulpliocurement provides for a dishonest
business; for the procurement of construction weekpropose to ban the lowest price as
the only criterion, unless the competitive workléfined by a detailed project, an accurate
and comprehensive list of areas and proper re@aiisdbcumentation or quantitatively and

gualitatively comprehensive description of the werkising the lowest price as the sole
and decisive criterion for selecting a winner of tender for the construction work is a
method distorting this market segment;

Excluding bids with the highest and lowest pricenirtenders — this rule is applied in
many EU countries to eliminate extreme variants.

Sixth Principle
Finance — Facilitate SMEs’ access to finance and w&op a legal and business
environment supportive to timely payments in commegial transactions

- Improvement of providing information on financialpport for SMEs and present more
significantly existing support programmes at locational or European level;

- Ensuring greater support for businesses througlayedpe forms of aid that have
significantly less distorting effect on economicrgeetition;
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Focusing greater attention on funding start-ups smdll businesses and supplementing
the financial aid in the form of grants or loanstbg provision of training and consultancy
services and connecting these supports with edndr;ot

Ensuring effective support for various types of SMiy strengthening and better linking
of existing financial support programmes (strudtfuads, guarantee and loan programs
of the SZRB, EXIMBANKA SR, NADSME, lines of credirom commercial banks
financed by the EIB, SLOVSEFF programme), as wsllby the prepared initiative
JEREMIE; special attention should be directed atlifating access to finance for start-
ups and micro enterprises, which represent thegoaes of businesses most affected by
market failure; regular reviewing of the need fddieng resources to these programmes;

Carrying out market analyses, identifying markepgyand the need for funding for
various types of businesses in order to set upfi@ctiee support for SMEs from the
structural funds for the programming period 2012@@nd, accordingly, identifying and
preparing financial instruments based on a suitablabination of refundable and non-
refundable support to eliminate gaps in the maaket create conditions for improving the
competitiveness of SMEs;

Improving the financial situation of SMEs by encaging potential investors to invest or
lend funds to start-ups and businesses througtetat, which the investor would be able
to exercise at 2.5% of the loan amount — the adggnf such scheme is a simple
principle of operation, which only minimally burdenhe State budget and stimulates
appropriately the market environment (e.g. the Wim loans in Belgium sets an

example of a working model);

Considering establishing a support scheme for rersgment of claims for small and

medium-sized enterprises towards government ageree other subjects with the
participation of the State — using this schemegattepreneur would be reimbursed a
substantial portion of the receivable (e.g. 80%)is tmeasure would allow the

entrepreneur to continue to grow as the funds wdaddavailable and would not be

blocked in the form of receivables (the Casheo suppcheme in Belgium sets an
example of a working model);

Supporting the creation of the so-called credit odd#man to facilitate
dialogue/communication between SMEs and crediituigins;

Creating a loan and microloan scheme involvinggigvand banking finances to respect
the particularities of family business, i.e. theyouM provide long-term funds for
acceptable interest.

Seventh and Tenth Principle

Single Market and Internationalisation — Help SMEs to benefit more from the
opportunities offered by the Single Market, encourge and support SMEs to benefit
from the growth of markets

Increasing awareness of businesses of opporturoffesed by the single market and
continuing to encourage SMEs to the internatioatib; of their activities;
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- Following the transfer of commercial diplomacy ag@rrom the Ministry of Economy of
the Slovak Republic to the Ministry of Foreign Affaof the Slovak Republic improving
coordination among institutions (Ministry of ForeigAffairs of the Slovak Republic,
Ministry of Economy of the Slovak Republic, SARIEXIMBANKA SR, NADSME,
business organisations) in order to ensure favdeiralbonditions for the
internationalisation of SMEs;

- Extending support of exports in commodity as wasllirm the territorial structure with an
emphasis on commercial markets with potential ka@sion of Slovak SMEs;

- Stronger support of consulting and training on bess opportunities in the markets of the
EU and third-country markets, improving the leveinmanagement of exporting SMEs —
lack of experience in foreign trade transactioask|of market knowledge and relevant
regulations, obtaining trade partners, export fomagy and the like represent significant
barriers to greater export and import activitieSMES;

- In the case of support focused on the acquisitiaiiswing the drawing of funds by
business groups and associations that can prowdéces to SMEs in organising
exhibitions, especially in the common expositicasd utilise resources more effectively
and comprehensively;

- Increasing the competitiveness of Slovak compamid¢sreign markets by promoting the
reduction of domestic energy consumption and rawerna intensity of production and
the increase in added value of products and sexvice

- Greater use of the experience of large enterpnsgis foreign trade activities to
strengthen the internationalisation of SMEs.

Eighth Principle
Skills and Innovation — Promote the upgrading of skis in SMEs and all forms of
innovation

- Increasing awareness of businesses of the impe@8ME innovation activities;

- System support of regional governments and regiengdies created in previous periods
to support innovation (e.g. technology incubatansprder to promote innovative ideas,
dissemination of good practices and the developneérifelong learning (as part of
building the knowledge economy and society);

- Application of effective motivational tools for astained increase in innovation activities
of the business sector;

- Introducing practical tools to promote closer caapien between the private sector and
academia/research with using the best exampldsedit;

- Promoting the establishment of cluster organisatiovhich will increase the innovative
capacity of companies — members of the cluster nisgons and stimulate the
development of the SME sector;
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- Supporting expansion and innovative activities ion$ having growth potential with
using innovative financial instruments — in thisw@xt, preparing measures for the next
programming period of the EU support;

- Reviewing the priorities of the State science awhmhology policy and determining the
optimal number of priority directions of researchdadevelopment in line with the
expected economic growth; concentration of theeStasources to the areas of research
and development, where it is possible to achietermationally acceptable and realistic
results; verifying real results regularly and compgthem with intentions;

- Reviewing the system of support for applied redeartd development financed from the
EU structural funds and ensuring comparable camstifor the use of those resources by
organisations across all sectors of science anbntéogy, including organisations
operating in the field of science and technology.

Ninth Principle
Living Environment — Enable SMEs to turn environmertal challenges into opportunities

- Improvement of information support for businesses the area of environmental
protection and environmental management;

- Raising awareness about green business as a usiitesa high added value in relation
to the CSR concept;

- Supporting the implementation of green procuremént response to European
Commission Communication COM (2008) 400 — it is m@cpss, in which public
authorities seek to procure goods, services andksvaith a reduced environmental
impact throughout their life cycle compared to tf@ods, services and works with the
same primary function that would otherwise be predu

- Development of educational programs at all levals the field of lifelong learning with a
focus on ecology;

- Increasing the stability and continuity of enviroemtal strategies in the wider political
and social context;

- Improvement of infrastructure for the deployment exfo-innovation in the business
environment, particularly in the SME sector,

- Supporting the implementation of environmental ng@maent systems, EMS, EMAS and
eco-labelling of products in small and medium-sizderprises as a tool enabling to
reduce negative environmental impacts;

- Stronger promotion of the need to implement enex@yings and enforce reducing the
energy intensity of production in the sector of Braad medium-sized enterprises;

- Streamlined advise SMEs on environmental legighatitbased on the website
http://www.go-eco.sk/);
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- Introducing incentives for organic products andanky production in the SME
environment;

- Rising of awareness on the Europe 2020 strategyemmmntation, with a focus on the
environment and corporate social responsibilityRE®B Slovakia.

4.2 Proposed priorities and support measures for SMEsni the EU’s
cohesion policy for 2014-2020

On 6 October 2011 the European Commission adoptgdldtive proposals for cohesion
policy for 2014-2020. Over the years 2012 and 20ti& Council and the European
Parliament will express their opinion on the pragdssand new regulations should come into
force in 2014.

Within the preparation of conditions for the implemtation of the EU cohesion policy
after 2013, priorities and measures to support SMEssponse to Europe 2020 strategy were
identified. The measures are based on the themlajectives defined in Article 9 of the draft
Regulation of the European Parliament and of thenCib laying down common provisions
on the European Regional Development Fund, Eurofearal Fund, the Cohesion Fund, the
European Agricultural Fund for Rural Developmend #me European Maritime and Fisheries
Fund covered by the common strategic frameworklayidg down general provisions on the
European Regional Development Fund, European Séciatl and the Cohesion Fund and
repealing Council Regulation (EC) No. 1083/2006r{&al Regulation), version of 14 March
2012.

In the interest of sustainable development of Sk solutions to existing problems and
market failures, within the cohesion policy thddeling measures should be taken:

Thematic Objective 3 Increasing the competitiveness of small and medin enterprises

- Realising financial support for SMEs mainly throuf@hancial schemes (repayable
assistance), as they have less distorting effecoompetition and are also of a revolving
nature allowing to multiply the number of benefres;

- Increasing targeting of aid by creating specifitaficial instruments to assist the various
categories of micro enterprises;

- A tool to support start-ups and micro enterprisethese types of companies are most
exposed to gaps in the market; at the end of 201 ,category of micro enterprises
accounted for 97% of all businesses in Slovakiaagwbrding to the study carried out by
the European Commission in 2009 up to 60% of stdhjepresented the so-calledn-
bankableclients, i.e. companies that were unable to fieatlemselves by commercial
loans; that group represents a market niche andoloan programmes implemented by
non-bank institutions should focus just on thatugroa microloan programme at a
discounted rate providing loans up to EUR 25,000viro-entrepreneurs — in the case of
start-ups it would be combined with a guaranteeesw which would be aimed at
eliminating the increased risk of default loansved to such clients, so as to ensure
sustainability of the program;
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A tool to support young people under 30 years & -agarget groups should be people
entering into the business (interested in busin@sd)starting up a business (running their
businesses less than three years) from the categomyatural persons and micro
enterprises; within the programme, loans in thegeanf EUR 1,500 to EUR 15,000
should be provided; a mentoring component shoulgdseof the programme in order to
encourage sustainable business concept as wekki@ase business skills and replacement
of the lack of experience — prior to the approvhlttee loan the entrepreneur/person
interested in doing business would acquire an adwismentor, who would provide him
mentoring, counselling and advice throughout thigeeperiod of the approval of the loan
and its repayment;

A tool to support innovative projects in the SMEvieonment — a loan programme with a
grant component (which would have been paid orbd®s of meeting the objectives of
the project) would be designed to support innoeabusiness ideas, and alternatively the
transfer of innovative technologies;

A tool to support fast-growing innovative companieSeed Capital Fund (Seed Fund) —
the investment fund associating public and privAteds providing investment for
innovative business plans; with the help of thedfum the pre-start phase of doing
business investment should be provided for theeptsjwith high potential for expansion;
the strategy of the fund should be a requiremertréate new jobs for young people;
investment should be in the form of equity or comeloi with a loan and in the range of
EUR 10 to 100 thousand with a flexible length (btgears) determined by the nature of a
business plan; the tool should contain an elemieabaching — to prepare business plans
entrepreneurs should be able to use the servicdgeatoach, who would guide them in
the preparation and approval of the project;

A tool to support informal individual investors ddiness angels, who combine providing
(investing) funds with mentoring and managementsatimg — the programme should

create a nationwide structure/support network englidusiness angels investing in start-
ups; business angels tend to invest in young corepabut are wary of investing in the

pre-start business phase, so in this form it wéanglgossible to provide the support in the
next phase of business plans for start-ups supbdiyeother instruments (microloan

programme, Seed Fund);

A tool to promote investments in the environment anergy efficiency in SMEs
environment — the programme combining counsellngntoring, and loan financing (for
example EKO Profit Project implemented in severtdld®ountries);

Incentives to support the certification of enviremtal management systems
EMAS/EMAS-Easy/ISO 14000, alternative implementataf 1ISO 26000 and principles
of social responsibility in the SME environment doned with information campaigns
and counselling;

Support of the internationalisation of SMEs — i1@0the share of SMEs in exports of the
Slovak Republic was 31%, of which only 1/10 wasedied outside the EU; the
programme would be aimed to inform and advise dbmaltters relating to the start and
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operation of SMEs in the EU internal market and ¢kternal markets, finding business
and technology partners, organising cooperatiomtsva@nd business missions, support for
participation in international fairs and exhibitgrpromoting employment of experts on
internationalisation within SMEs, who would helgth with the expansion abroad;

Innovative voucher programme to fund research, ldpweent and innovation in SMEs
environment — the programme could be used to stggtablished companies in business
incubators.

Thematic Objective 8 Promoting employment and supporting labour mobiliy

Education and counselling before starting businesproviding training to develop
entrepreneurial skills for those interested in dousiness, implementation of lectures,
seminars and discussions with students in the kighedes of secondary school and
partially of universities in order to promote gobdsiness examples and models realised
by entrepreneurs in Slovakia and other countrtespuld also ensure the communication
of business issues in the media (e.g. video sesiBgh would promote business topics,
discuss barriers to business, or present successfwiell as unsuccessful start-ups from
Slovakia and from abroad), online training prograam&l the like; it is assumed that
successful entrepreneurs at a regional as welaasnal and international level may be
engaged as lecturers in lectures and seminarsse®to enhance skills and abilities and
their alignment with the needs of practice wouldobganised for those interested in self-
employment (business start ups), or they would lide & participate in the coaching
process aimed at enhancing the development pdtemiiaease internal commitment to
the business as well as the elaboration of a daitaisiness plan;

Education and counselling after starting businesensuring the lifelong learning
environment for SMEs by providing vouchers to ugdetraining in order to improve
business skills, changes in business conditioasnileg new trends, internationalisation,
social responsibility and more; making use of bess mentors, who would provide
expert advice and experience for start-ups baseaioressful projects;

Supporting women’s entrepreneurship — implementyuydance system for women
entrepreneurs based on successful projects in kbl ©f promoting women’s
entrepreneurship in Slovakia implemented withinftaenework of the European Network
of FemaleEntrepreneurshipmbassadors initiative; representation of womehusiness
has been low for a long term (at the end of 201dmen accounted only for 27.7%);
counselling would be conducted in the form of mesntor women entrepreneurs, at the
same time information and counselling servicesMomen entering the business would be
provided, including presenting examples of sucegdrfsiness through social awards;

A programme for supporting innovative business sdead start-ups through incubators
and coworking centres — the programme would aa asbsidy scheme through which
certain support services provided by business aoknblogy incubators and coworking
centres to their clients would be reimbursed.
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5. Evaluation of programmes and activities to supporSMEs

5.1 Ministry of Economy of the Slovak Republic

The Ministry of Economy of the Slovak Republic (MoER) is the central State
administration authority of the Slovak Republic iodustry, energy, heating, gas, protection
and rational use of mineral resources, strategyd@felopment and implementation of
innovation in these areas, for the support of saradl medium business development, strategy
of a support of business environment, internal éradreign trade, consumer protection,
occupational health and safety in mining, hallmagkiprecious metal testing, control of
development, production, stockpiling, use and traafe chemical weapons and their
precursors, the coordination of economic mobil@atand privatisation of State property.

In 2011, under the auspices of MoE SR the supporgrhall and medium enterprises was
provided according to the following State aid measu

Operational Programme Competitiveness and EconomiGrowth

In the programming period 2007-2013, MoE SR perfothe role of the Managing
Authority for the Operational Programme Competiiees and Economic Growth; the
Intermediary Bodies are the Slovak Innovation anérgy Agency and the Slovak Tourism
Board, which, since 1 November 2010, has fallerhiwithe competence of the Ministry of
Transport and Regional Development of the SlovabuRgc.

In 2011, under the measurestbé Operational Programme Competitiveness and
Economic Growth (hereinafter referred to as OP C&EG), within whikhlk support for SMEs
is provided (in addition to SMEs, even large entegs can be supported), the State aid in the
amount ofEUR 80,331,485.28epresentind 1.78%,was granted, anBUR 154,804,782.27,
representin@2.70% of the total budget for the measures, were draha i{iformation about
drawing includes data only from the aggregate paymexuests, i.e. it does not include pre-
financing and advance payments). The aim of suppoder the Operational Programme
Competitiveness and Economic Growth is to presemve foster the competitiveness and
efficiency of the manufacturing potential of induesit production, energy industry, as well as
potential of tourism and other selected servicagims of sustainable development, and thus
to contribute effectively to improving the econorpierformance of Slovakia as a whole, and
reduce disparities in economic performance in mgiof Slovakia. Attention is given to
support the activities having a positive impacteomployment and innovation development.
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Figure 5.1: Overview of drawing the Operational Prgramme Competitiveness and
Economic Growth funds for SMEs in 2011

: . Share in

The measures of the Operational Drawing — Drawing - drawing -

Programme Competitiveness and totally SIS SMEs
Economic Growth (EUR) (EUR) (%)

Priority Axis 1- Measure 1.1

07K OE 01 Innovation and Technology
Transfers

90,925,993.80 80,581,414.64 88.6

Priority Axis 1- Measure 1.3

07K OE 02 Support of Innovatign  964,811.98 964,811.98 100
Activities in Enterprises

Priority Axis 2- Measure 2.1

07K 01 0D Increasing Energy Efficiency
in Production and Consumption and24,227,058.47 23,732,806.94 98
Introducing Advanced Technologies |(in
Energy

Priority Axis 3— Measure 3.1

07K 03 0D Support of Business Activities 38,686,918.02 38,686,918.02 100
in Tourism

TOTAL 154,804,782.27, 143,965,951.62 93

The overview of the announced calls, signed cotgracd drawing from the beginning of
the OP C&EG implementation is given in Figure 3Aohex B.

Official participation of the Slovak Republic in exhibitions and fairs abroad under the
auspices of MoE SR / Support of programmes of MOERS— 07L04

In 2011, the budget of MOE SR provided direct ficial support amounting to EUR
392,000 for the implementation of MoE SR officiarpcipation in exhibitions. Within that
aid, MoE SR paid the cost of renting space, thesiwootion of a joint Slovak stand and
technical connection of exhibits from its budgegp@énding on the size of the area (30 to 100
square meters), Slovak entities can present theeseh the common stand within the
approved list of supported exhibitions abroad. mbheber of participations in exhibitions is
not limited and one company may patrticipate inaglbroved exhibitions. Within 18 official
participations, 120 businesses were supported.

Implementation of the official participation of MoSR is a particular form of pro-export
support for Slovak businesses, and it is evalusieedntrepreneurs positively, despite the
limited budgetary resources, a constant amountigpart over the past ten years, as well as
the needs of entrepreneurs for a broader formisftpport.
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07K 04 03 Support of the development of strategiovestments — Investment Incentives

According to Act No. 561/2007 Coll. on Investmeitd and on amendments and
supplements to certain acts, as amended, in 208 IGdvernment of the Slovak Republic
approved investment aid for the following investarseting the characteristics of SMEs in
accordance with Annex | to Commission Regulatio€)Eo. 800/2008 declaring certain
categories of aid compatible with the common manketpplication of Articles 87 and 88 of
the Treaty (General Block Exemption Regulation).

Figure 5.2: The type of aid provided, the number oSMEs supported by various types of
aid and financial statement of approved investmenaid

Subsidy for

- investment Tax relief TOTAL

Beneficiary (SME) fixed assets (EUR) (EUR)
(EUR)

CELLTEX Hygiene s. r. 0. 2,500,000 1,500,000 4,000,00(d
Gallai&Wolff s.r.o. 3,000,000 370,000 3,370,00(
ASPEL SLOVAKIA s.r.o. 870,000 830,000 1,700,00(
PLASTIFLEX Slovakia, spol. s r.o. 800,000 860,000 1,660,00(

Evaluation of provided aid is not available beeatle approved investment aid has not
been granted and investment plans are in the statgplementation.

5.1.1 Slovak Innovation and Energy Agency

The Slovak Innovation and Energy Agency (SIEA)aiscontributory organisation in
responsibility of the Ministry of Economy of thedShk Republic with a focus on energy,
rational use of energy resources and innovatioBASdIso acts as the Intermediate Body
under the Managing Authority (MOE SR) in the impkamation of the Operational
Programme Competitiveness and Economic Growth.eSdcOctober 2011, SIEA has been
the only Intermediate Body in MoE SR.

Overview of the implementation of the Operational Pogramme Competitiveness and
Economic Growth:

The call KaHR-111SP-0801, Sub-measure 1.1.1 Suppofor Innovation and
Technology Transfer(State Aid Scheme), the form of assistance — grgratinon-refundable
financial contribution in the form of a refund: Wim this call, in 2009 Contracts to Provide
NFC were concluded for 30 projects in the total N&r@ount of EUR 49,790,878.31. During
2010 and 2011, two beneficiaries withdrew from @wntract to Provide NFC.

As at 31 December 2011, the Contracts to Provid€ Were concluded for 28 projects in
the total NFC amount of EUR 42,429,432.19, and &s3’ December 2011, EUR
24,742,888.00 were used as NFC, of that NFC drawing011 (NFC refunded upon RfP)
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amounted to EUR 7,986,234.54; 21 projects were dolypleted and 7 projects were in
execution.

The call KaHR-111SP-0902, Sub-measure 1.1.1 Suppofor Innovation and
Technology Transfer(State Aid Scheme), the form of assistance — grgrginon-refundable
financial contribution in the form of a refund: Wi this call, in 2011 Contracts to Provide
NFC were concluded for 75 projects, while 2 benafies did not sign the Contract to
Provide NFC.

As at 31 December 2011, the Contracts to Provid€ Were concluded for 75 projects in
the total NFC amount of EUR 100,247,542.68, andatas31 December 2011, EUR
32,090,388.17 were used for NFC, of that NFC in12(NFC refunded upon RfP) amounted
to EUR 22,562,994.61; 21 projects were duly congoletnd 7 projects were in execution.

The call KaHR-111SP-1001, Sub-measure 1.1.1 Suppofor Innovation and
Technology Transfer(State Aid Scheme), the form of assistance — grgr#inon-refundable
contribution in the form of a refund: Within thial; in 2011 Contracts to Provide NFC were
concluded for 40 projects.

As at 31 December 2011, Contracts to Provide Nle@&woncluded for 40 projects in the
total NFC amount of EUR 29,975,264.41, and as dd&ember 2011, EUR 0.00 were used
for NFC, of that NFC in 2011 (NFC refunded upon Réfhounted to EUR 0.00; no project
was duly completed and 40 projects were in exeoutio

The call KaHR-21DM-0801, Measure 2.1 Increasing Egy Efficiency in
Production and Consumption and Introducing AdvancedTechnologies in the Energy
Sector (De Minimis Aid Scheme), the form of assistance ranging a non-refundable
financial contribution in the form of a refund: Wim this call, in 2009 Contracts to Provide
NFC were concluded for 9 projects in the total amtai EUR 956,107.24.

As at 31 December 2011, Contracts to Provide Nie@&woncluded for 9 projects in the
total NFC amount of EUR 948,216.38, and as at 3déeBwer 2011, EUR 658,688.18 were
used for NFC, of that NFC in 2011 (NFC refundedruptsP) amounted to EUR 120,692.96;
7 projects were duly completed and 2 projects wesxecution.

The call KaHR-21DM-0801, Measure 2.1 Increasing Egy Efficiency in
Production and Consumption and Introducing AdvancedTechnologies in the Energy
Sector (De Minimis Aid Scheme), the form of assistancegranting a non-refundable
financial contribution in the form of a refund: Wi this call, in 2010 Contracts to Provide
NFC were concluded for 19 projects in the total amaf EUR 1,947,115.88.

As at 31 December 2011, Contracts to Provide Nle@&woncluded for 19 projects in the
total NFC amount of EUR 1,946,627.82, and as aD8&tember 2011, EUR 1,027,068.73
were used for NFC, of that NFC in 2011 (NFC refuhdgon RfP) amounted to EUR
1,027,068.73; 12 projects were duly completed aptbjects were in execution.

The call KaHR-21SP-0801, Measure 2.1 Increasing Ergy Efficiency in Production
and Consumption and Introducing Advanced Technologis in the Energy Secto(State
Aid Scheme), the form of assistance — grantingranmetundable financial contribution in the
form of a refund: Within this call, in 2009 Conttad¢o Provide NFC were concluded for 32
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projects in the total amount of EUR 69,866,36504ring 2010 and 2011, four beneficiaries
withdrew from the Contract to Provide NFC.

As at 31 December 2011, Contracts to Provide Nle@woncluded for 28 projects in the
total NFC amount of EUR 63,940,715.19, and as ab8&tember 2011, EUR 41,234,123.52
were used for NFC, of that NFC in 2011 (NFC refuhdgon RfP) amounted to EUR
22,078,003.42; 19 projects were duly completed@pmbjects were in execution.

The call KaHR-21SP-0901, Measure 2.1 Increasing Ergy Efficiency in Production
and Consumption and Introducing Advanced Technologis in the Energy Sector(State
Aid Scheme), the form of assistance — grantingranmetundable financial contribution in the
form of a refund: Within this call, in 2011 Contta¢o Provide NFC were concluded for 38
projects in the total amount of EUR 50,623,104.88 ane beneficiary did not sign the
Contract to Provide NFC.

As at 31 December 2011, Contracts to Provide Nle@&woncluded for 38 projects in the
total NFC amount of EUR 49,808,091.29, and as aD8tember 2011, EUR 225,169.92
were used for NFC, of that NFC in 2011 (NFC refuhdgon RfP) amountetb EUR
537,570.39; one project was duly completed andr8jegts were in execution.

The call KaHR-13SP-0801, Measure 1.3 Support fomhovation and Technology
Transfer (State Aid Scheme), the form of assistance — grgrdid in the form of a refund:
Within this call, in 2010 Contracts to Provide Ni&€re concluded for 21 projects in the total
NFC amount of EUR 18,155,301.45. During 2010 antl12® beneficiaries withdrew from
the Contract to Provide NFC.

As at 31 December 2011, Contracts to Provide Nle@&woncluded for 15 projects in the
total amount of EUR 12,854,773.42, and as at 3kebéer 2011, EUR 964,811.98 were used
for NFC, of that NFC in 2011 (NFC refunded upon Réifhounted to EUR 964,811.98; no
project was duly completed and 15 projects wexgcution.

The call KaHR-13DM-0901, Measure 1.3 Support forrinovation and Technology
Transfer (De Minimis Aid Scheme), the form of assistance ranging a non-refundable
financial contribution in the form of a refund: Wiib this call, during the year Contracts to
Provide NFC were concluded for 4 projects in thtaltamount of EUR 1,069,231.00.

As at 31 December 2011, Contracts to Provide Nie@&woncluded for 4 projects in the
total NFC amount of EUR 1,069,231.00, and as ab8&ember 2011, EUR 0.00 were used
for NFC, of that NFC in 2011 (NFC refunded upon Réecounted for EUR 0.00; no project
was duly completed and 4 projects were in execution

The call KaHR-13SP-1001, Measure 1.3 Support fornhovation and Technology
Transfer (State Aid Scheme), the form of assistance — grgraginon-refundable contribution
in the form of a refund.

The process of entering into the Contract to mleNFC was not completed as at 31
December 2011. 15 projects are prepared for thelasion of the Contract to Provide NFC
in the total NFC amount of EUR 10,842,286.26, enteinto Contracts to Provide NFC is to
commence in January 2012.
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The call KaHR — 111SP/LSKxP-110Wwas published on 30 September 2011 within the
State Aid Scheme to support innovative and advateelthologies in industry and services
with the relevance of local strategies for a corhprsive approach to the Measure 1.1, Sub-
measure 1.1.1. The closing date is fixed on 29U&er2012 and therefore the information on
contracts related to projects and subsequent dislment of funds will be the subject of the
Reports on the State of Small and Medium Enterpfice2012.

The call KaHR 111DM-0801, Sub-measure 1.1.1 Supgorfor Innovation and
Technology Transfer (De Minimis Aid Scheme); the form of assistanceranging a non-
refundable financial contribution in the form ofefund: The call was published on 14 July
2008 and resources in the amount of EUR 33,1939M8ere allocated to it. The objective of
the scheme is to support projects aimed at impgouime competitiveness of existing
enterprises by introducing innovative and advarteetinologies, creating an environment to
increase the innovation potential of enterprisemdustry and services, and the development
of organic production as a necessity for the prpar of sustainable development in the
industry.

As at 31 December 2011, Contracts to Provide Nle@&woncluded for 66 projects in the
total NFC amount of EUR 8,739,221.52, and as aD8tember 2011, EUR 8,238,617.13
were used for NFC; 62 projects were properly cotepl@nd NFC granted amounted to EUR
8,214,894.63; 4 projects were in execution.

The call DOP 2008-SIP001, Sub-measure 1.1(Re Minimis Aid Scheme), the form of
aid — granting a non-refundable financial contribmtin the form of a refund: In case of this
Sub-measure, it is cross-departmental cooperatibare the provider of aid for the activities
under the European Regional Development Fund (refter referred to as “ERDF”) is the
Ministry of Economy of the Slovak Republic as thamdging Authority for the Operational
Programme Competitiveness and Economic Growth BadStheme Administrator and the
Intermediate Body under the Managing Authority ftine Operational Programme
Competitiveness and Economic Growth is the Sectbrthe Structural Funds for the
Development of Small and Medium SMEs of SIEA, anel provider of aid for the activities
under the European Social Fund (hereinafter redeiveas “ESF”) is the Ministry of Labour,
Social Affairs and Family of the Slovak Republic #®e Managing Authority for the
Operational Programme Employment and Social Ingtuand the Scheme Administrator and
the Intermediate Body under the Managing Authofity the Operational Programme
Employment and Social Inclusion is the Social Impatation Agency (SIA).

The call was published on 28 August 2008 and messuin the amount of EUR
19,916,351.32 were allocated to it (funds allocdtedthe entire call (i.e. OP C&EG + OP
E&SI). All data within the Sub-measure 1.1.2 aresginted solely for the OP C&EG.

As at 31 December 2011, Contracts to Provide Nle@&woncluded for 89 projects in the
total NFC amount of EUR 8,011,929.39, and as aDatember 2011, EUR 6,594,851.98
were used for NFC; 74 projects were properly cotepl@end NFC granted amounted to EUR
6,489,733.85; 15 projects were in execution.

The call KaHR 111DM-0901, Sub-measure 1.1.1 Supgoifor Innovation and
Technology Transfer (De Minimis Aid Scheme); the form of assistancerangjng a non-
refundable financial contribution in the form ofefund: The call was published on 15 June
2009 and resources in the amount of EUR 25,000v@&@ allocated to it. The aim of the
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scheme is improving the competitiveness of exisengerprises by introducing innovative
and advanced technologies, creating an environmeeimcrease the innovation potential of
enterprises in industry and services, and the dpwent of organic production as a necessity
for the preparation of sustainable developmentéindustry.

As at 31 December 2011, Contracts to Provide Nle@woncluded for 72 projects in the
total amount of EUR 23,641,030.43, and as at 3lebwer 2011, EUR 17,046,085.26 were
used for NFC; 49 projects were properly completad AIFC granted amounted to EUR
14,493,169.01; 23 projects were in execution.

The call KaHR 111SP/LSKxP-1101, Sub-measure 1.1Support for Innovation and
Technology Transfer(State Aid Scheme), the form of assistance — grgratinon-refundable
contribution in the form of a refund: The call wpablished on 30 September 2011 and
resources in the amount of EUR 16,470,588.00 wi&yeated to it.

The call KaHR 113DM-0801, Sub-measure 1.1.3 Supgdor Participation of Slovak
Manufacturers in Fairs, Exhibitions and Trade Missions (scheme promoting international
cooperation (De Minimis)), the form of assistancegranting a non-refundable financial
contribution in the form of a refund: The call wagblished on 12 March 2008 and resources
in the amount of EUR 8,298,480 were allocated tdl'ite measure aims to aid small and
medium-sized businesses that want to present thesssa the domestic and foreign markets
and help manufacturing companies and companies ingprik services to involve more
significantly in international cooperation and abta better place in the foreign market.

As at 31 December 2011, Contracts to Provide Nle@&woncluded for 16 projects in the
total NFC amount of EUR 1,369,647.52, and as aD8atember 2011, EUR 1,299,746.90
were used for NFC; 13 projects were properly cotepl@nd NFC granted amounted to EUR
1,043,556.91; 3 projects were in execution.

The call KaHR 113DM-0901, Sub-measure 1.1.3 Supgdor Participation of Slovak
Manufacturers in Fairs, Exhibitions and Trade Missions (scheme promoting international
cooperation (De Minimis)), the form of assistancegranting a non-refundable financial
contribution in the form of a refund: The call wasblished on 25 May 2009 and funds in the
amount of EUR 4,000,000 were allocated to it. Theasure aims to aid small and medium-
sized businesses that want to present themselthe slomestic and foreign markets and help
manufacturing companies and companies working s to involve more significantly in
international cooperation and obtain a better plat¢be foreign market.

As at 31 December 2011, Contracts to Provide Nle@&woncluded for 26 projects in the
total amount of EUR 1,888,788.13, and as at 31 ibéee 2011, EUR 886,092.07 were used
for NFC; 14 projects were properly completed andCNBranted amounted to EUR
673,627.68; 12 projects were in execution.

5.1.2 Slovak Investment and Trade Development Agenc

The Slovak Investment and Trade Development Agef®4RIO) is a contributory
organisation of MoE SR funded from the State budfle¢ primary objective of SARIO is to
raise the standard of living of citizens in Slowakiy increasing employment and reducing
regional disparities. To support the developmenttrade and investment, it provides
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promotion of benefits for the Slovak business arnvéstment environment, acquires investors,
organises activities to support trade with forempuntries, and provides consultations. lIts
other activities include participation in generaidaspecialised exhibitions and fairs,

implementation of trade missions abroad, receivargign missions, education programs for
exporters, and providing consulting services at&amd abroad.

In the field of investment promotionin Slovakia, SARIO ensures investment services
and current information about the business enviemtnior domestic and foreign investors
and provides a choice of the most suitable loesliind real estate for the implementation of
investment goals. In 2011, SARIO, through the Fprddirect Investment Section, completed
successfully 26 investment projects in the amodnEGR 517.6 million, which together
should create 3,634 to 4,354 jobs.

The Structural Funds Section of SARIO implemente@asares under the OP
Competitiveness and Economic Growth, within whikl State aid was provided. However,
upon Decision of the Minister of Economy of the\&lk Republic No. 55/2011 of 26 October
2011 on the transfer of activities, the Section wassferred to the Slovak Innovation and
Energy Agency. Thus, since 26 October 2011, SARA® ot been implementing measures
of the OP C&EG through the Scheme for the Promatioimternational Cooperation.

SARIO is not a provider of investment aid — itasly one of the assessors of the
submitted investment plans. The Foreign Direct stweent Section of SARIO prepares
expertises on investment plans of the companiekirgganvestment aid under Act No.
561/2007 Coll. on Investment Aid, the providersabiich are the Ministry of Economy of the
Slovak Republic, Ministry of Finance of the SlovRlepublic and the Ministry of Labour,
Social Affairs and Family of the Slovak Republidid support is not limited by the size of
the applicant, i.e. the scheme is open to smallmedium-sized as well as large enterprises.
Applicants are not required to declare, within wh&ize category they fall, and taking into
account that they provide SARIO only with a limiteshge of data, it is not always possible to
clearly declare that it is a small or medium-sizderprise. From the list of successful
applicants for investment aid in 2010 one companyg 8elected, which could be classified as
a small and medium-sized enterprise. In 2011, imvest aid totalling EUR 4 million was
approved for that company.

To support small and medium-sized enterprises, ISA&ganises the Slovak Start-up
Development Program, which serves as a supportydéoing innovative and technically
oriented Slovak companies in the high technologghthech) and research and development.

51.3 Innovation Fund, n.f.

Innovation Fund, a non-investment fund, is an pahelent, non-profit and non-State legal
entity operating in the territory of the Slovak Répc, which was established by the Ministry
of Economy of the Slovak Republic under Act No. 14B7 Coll. on Non-investment Funds.

In accordance with its Statute, the Innovatiomndryprovidesrepayable financial
assistanceo support the creation of appropriate conditiamsusing the results of research,
development, innovation, patents, industrial designd utility models in close contact with
scientific, research and technical institutionse Thurpose of providing repayable financial
assistance is to support subjects addressing psajethe field of research, development and
innovation, use and protection of patents, indalsttesigns and utility models, resulting in
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innovative products and services with high addddevand the real hope of success in the
domestic and European or the world market.

Repayable financial assistance is provided toestdprojects that qualified for granting
assistance and is to facilitate access to finanairigvourable interest conditions.

The Innovation Fund n.f. supported 4 projects in he form of repayable financial
assistance, for which in 2011 it provided the amourof EUR 583,000.1t was the support
of projects of following subjects:

- PRVA ZVARACSKA, a. s., Bratislava — the project named the Vation of Laser
Welding Technology Used for Absorption Cases far&je of Spent Nuclear Fuel (Contract
No. 1/2010); the second tranche in the amount dR E00,000.

- EVPU a.s., Nova Dubnica — the project named thee@pment and Experimental
Verification of Efficient Gasification Process fa®d on Improving the Process of the Final
Gasification Technologies and Gas Treatment Pro@@sstract 2/2010); the second tranche
in the amount of EUR 245,000.

- ZTS — Vyskumno-vyvojovy Ustav KoSice a.s., Juznéada 95, 041 24 KoSice — the
project named the Innovation — Development of Paldrly Precise Positioning Systems for
Radioactive Environment (Contract 1/2011); thet firanche in the amount of EUR 68,000.

- BUKOZA INVEST spol. s. r. 0., Hencovska 2073, 09BHKencovce — the project named
the Industrial Research of Production of Powderetludse (Microcrystalline Cellulose),
(Contract 2/2011); the first tranche in the amaafrEUR 170,000.

5.2 Ministry of Transport, Construction and Regional Development of the
Slovak Republic

The Ministry of Transport, Construction and RegioDevelopment of the Slovak Republic
(MTCRD SR) is a central public administration autityofor track and transport on the
railways, road and combined transport, roads, @ortsinland navigation, maritime shipping,
civil aviation, posts, telecommunications, publioris, building code and land planning, except
for environmental concerns, building production aaeastruction products, development and
implementation of housing policy, tourism, energyfprmance of buildings, the creation and
implementation of urban development policy, as vesl the authority providing the State
premium for building savings and the State contrdsufor mortgage loans. It also coordinates
the preparation of regional development policies serves as the State transport authority and
the Maritime Office.

From 1 January 2011, MTCRD SR has been coordimatie use of funds from the
European Union.

In MTCRD SR, support of small and medium-sizedegrises is concentrated in three
areas: construction, tourism, and transportation.
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Construction

Subsidies under Decree No. MVRR-2005-8520 of 25 @ber 2005 on the provision of
subsidies for research and development, accordingot Article 11 paragraph 2
subparagraph c) of Act No. 172/2005 Coll.

Providing support was aimed at increasing the @iitiyeness of businesses through the
promotion of applied research and innovation aidisiof enterprises from public finances and
private sector funds, i.e. through their co-finagciln 2011, the subsidy in the amount of EUR
104,145 was provided (minimum State aid) to 3 SMEs.

Subsidies from the State budget for scientific andechnical services under Article 8a
paragraph 8 of Act No. 172/2005 Coll.

In research and development projects solved hyraladbr legal persons being granted the
State (minimal) aid in the form of subsidies, tleeipients of the results are the solvers
themselves, who improve the quality of their praduend technologies used by carrying out
research and development in the areas of theinbssi
In 2011, the subsidy in the amount of EUR 13,829 wwovided to 1 SME. The grant was
given to support the activities in accordance witlicle 8 paragraph 2 subparagraphs b), d)
and e) of Act No. 172/2005 Caoll.

Tourism
Operational Programme Competitiveness and EconomiGrowth 2007-2013

Under Measure 3.1 Support of Business Activitre$ourism of the OP C&EG, in 2011 a
call for proposals for granting a non-refundableficial contribution KaHR-31SP-1101 was
published under the auspices of the Slovak Tol@drd (STB) being in the role of the
Intermediary Body under the Managing Authority, ahd date of completion of the call is
fixed on 18 July 2012.

The purpose of the measure is to create conditimmsthe growth of tourism
competitiveness by improving the quality and corhpresiveness of services of tourism
provided all year round and improving the qualifyservices provided and used all year
round and, within it, the reconstruction and depeient of cultural, historical and natural
heritage related to the activities of tourism, asl\w&s improving the presentation of Slovakia
as a tourist destination. The support in finantgms: EUR 36 million. The number of
supported SMEs and evaluation of aid provided shbalknown only after the completion of
the call, i.e. after 18 July 2012.

Transportation

In the rail transport, MTCRD SR does not have programme designed to support small
and medium-sized enterprises. In 2010, supportnibderee No. 491/M-2006 of 15 February
2006 as amended by Decree No. 3152/M-2007 of 7 iDeee 2007 on the provision of
subsidies for combined transport corresponded mostthe criteria for small and medium-
sized businesses. On the basis of the above revémeisupport for combined transport ended
in 2010 and for the years 2011 or 2012 no fundewa#located in the State budget to support
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combined transport. Currently, measures are prdpareestore combined transport from 1
January 2013 in accordance with Article 22 of Act §14/2001 Coll. on Railways Transport.

5.2.1 Slovak Tourist Board

The Slovak Tourist Board (STB) is a State allowamrganisation specialising in
marketing and State promotion of tourism in thev8loRepublic. It performs marketing of
tourism at the national level, provides informatmmtourism in Slovakia, promotes Slovakia
as a tourist destination, contributes to the pasitmage of Slovakia abroad, and supports the
sale of tourism products of the Slovak RepublicB$§ authorised to perform a function of an
official representative abroad and establish fadfttes at home and abroad. On 1 November
2010, STB was transferred under the competenckeoMinistry of Transport, Construction
and Regional Development of the Slovak Republic.

STB also acts as the Intermediary Body under taeading Authority for the Operational
Programme Competitiveness and Economic Growth 2003, which is the Ministry of
Economy of the Slovak Republic.

Under Measure 3.1 Support of Business Activitre$ourism of the OP C&EG, in 2011 a
call for proposals for granting a non-refundabheficial contribution KaHR-31SP-1101 was
published, and the date of completion of the alixed on 18 July 2012.

The purpose of the measure is to create conditimmsthe growth of tourism
competitiveness by improving the quality and corhpresiveness of services of tourism
provided and used all year round and improvingaihality of services provided and used all
year round and, within it, the reconstruction areVedlopment of cultural, historical and
natural heritage related to the activities of tenmi as well as improving presentation of
Slovakia as a tourist destination.

By 31 December 2011 five calls were publishedihaise four calls for proposals for
granting non-refundable financial contributions ezeompleted, namely:

1. The call code KaHR-31SP-0801 the State Aid Scheme to support business activities
tourism in integrated tourism products used alfyeand. The call lasted from 14 April 2008
to 18 July 2008; the amount allocated to the cabswUR 82,984,797.19. There were 19
contracted projects of SMEs in 2011 in the totabam of EUR 68,526,241.05.

2. The call code KaHR-31DM-0801 the scheme to support business activities in touris
(De Minimis Aid Scheme). The call lasted from 9 du2008 to 12 September 2008; the
amount allocated to the call was EUR 16,596,959T4%re were 16 contracted projects of
SMEs in 2011 in the total amount of EUR 2,816,003.4

3. The call code KaHR-31SP-0802 the State Aid Scheme to support business activities
tourism in integrated tourism products used alfryeand. The call lasted from 16 September
2008 to 13 February 2009; the amount allocatedhe¢ocall was EUR 33,193,918.87. There
were 6 contracted projects of SMEs in 2011 in thaltamount of EUR 19,219,294.62.
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4. The call code KaHR-31DM-0902 the scheme to support business activities in touris
(De Minimis Aid Scheme). The call lasted from 2QyJ2009 to 19 October 2009; the amount
allocated to the call was EUR 24,500,000. Thereawdrcontracted projects of SMEs in 2011
in the total amount of EUR 17,310,564.13.

As at 31 December 2011, drawing at the projecetllevas in the amount of EUR
71,783,359.07 for all calls, representing 66.54%lbfunds contracted within Measure 3.1 of
OP C&EG.

The overview of the calls under auspices of ST&ven in Figure 4 of Annex B.

5.3 Ministry of Finance of the Slovak Republic

The Ministry of Finance of the Slovak Republic (M&R) is the central public
administration authority in the area of financeetm and levies, customs, financial control,
internal audit and government audit. MoF SR is alse central government body for
informatisation of society, aid coordination and fiee field of prices and price control, with
the exception of prices and price control of gopassided by special laws. MoF SR ensures
as follows:

a) Development and implementation of policieshia areas mentioned above according to
paragraph 1, including budgeting the total publieddet deficit, development and
implementation of the State budget, policy of ficah markets, including consumer
protection in financial services, and governmentpprty management policy in the
general interest and public sectors;

b) Public administration in matters of managemenfirancial assets and liabilities of the
Slovak Republic, mortgage banking, building savjiwgsh the exception of providing the
State premium to building savings, foreign exchanmgamagement and foreign exchange
controls, uniform accounting and financial repaytiand gambling;

c) The State supervision over the implementatiorsaxfial security, compliance with the
conditions for providing the State premium in binlglsavings, compliance with the terms
and conditions for providing the State’s contribatito mortgage loans, activities of the
Export-Import Bank of the Slovak Republic, and ovke management of the Social
Insurance Agency.

Supporting SMEs by MoF SR is carried out through dctivities of the Slovak Guarantee
and Development Bank (SZRB) and the Export-ImpoaniB of the Slovak Republic
(EXIMBANKA).

5.3.1 Slovak Guarantee and Development Bank, a.s.

The Slovak Guarantee and Development Bank, aZRBY is a specialised bank
providing support particularly for the developmentsmall and medium-sized enterprises in
Slovakia, support of municipalities and supporhofising stock recovery. The owner and the
sole shareholder of the Bank is the Slovak Repubpcesented by the Ministry of Finance of
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the Slovak Republic. To fulfil its mission, in atldn to its loan products, the bank uses also
its partnerships with commercial banks and othstitutions supporting target segments.

In 2011, SZRB focused on supporting the developraant stabilisation of the business, in
particular

by granting loans — mostly to small and medium-sized businesses as wasll
municipalities and legal entities established urspescial regulations (e.g. associations of
flat owners);

by providing bank guarantees for loans -especially to those entrepreneurs who do not
have sufficient security for loans or are risky tmmmercial banks, but the banks are
interested to finance them under certain conditiditse basic principle of providing
guarantees for loans consists in risk distribubetween the SZRB, client and partner.

5.3.1.1 Direct loans

In 2011, the bank approved 802 direct loans to/EUR 181.90 million, and the

average loan amounted to EUR 227 thousand. Theneobf provided direct loans amounted
to EUR 173.20 million, representing, compared td®0a growth by 35%. At the end of
2011, the direct loan portfolio (including assigngdims) net of amortisation amounted to
EUR 338.37 million, and the bank recorded a ne2®Bb annual growth in the portfolio.

Figure 5.3: Direct loans (data only for SMES)

Period 2011 2010

Volume Volume
Indicator in thousand EUR Number in thousand EUR Number
Approved 124,517 614 87,695 511
Granted 110,983 622 84,532 532
Portfolio 235,223 1,333 201,348 1,341

Portfolio of loan guarantees programs as at 31 mbee 2011:

1.

Direct loans
Support for financing investment and operationakds of small and medium-sized
enterprises and financing development of regiasns and municipalities.

Loans to farmers

“POLCNOuver” — help for entrepreneurs who apply for dirgpayments to bridge
temporary shortage of funds.

“Uver PODA” — a long-term loan for agricultural iprary producers to purchase
agricultural land, which they have mostly leased.

Recovery of housing stock
Funding for projects aimed at restoring apartménildings, modernisation and
reconstruction of common parts, equipment and goces of apartment houses.

Microloans
Promoting the development of small businessespirigglwomen — entrepreneurs in
developing their business activities, facilitatiagcess to credit resources for young
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entrepreneurs, providing initial capital to univgrsstudents to develop their business
while studying or after study completion.

5. Loans to support environmental and other projecs
Co-financing of projects for the purchase of fixaskets, construction of infrastructure,
energy supply, provision of drinking water supghge construction of sewers and sewage
treatment plant, promoting business investmentafi countries from the resources of
the Nordic Investment Bank (NIB).

6. “INVESTuver” from the European Investment Bank
Making long-term funds accessible for small anddmme-sized enterprises to finance
their investment projects — the low-interest loaia be used not only to finance
investment, but normal operating needs.

7. Loans funded with support from the EU, Kreditanstak fir Wiederaufbau and the
Council of Europe Development Bank
Improving access to finance long-term projectsdorall and medium-sized enterprises,
independent farmers and primary producers operatinural areas of Slovakia.
Financing long-term investments related to cowmsion, the renovation or improvement
of small municipal infrastructure — e.g. repail@fal roads, cultural centres, playgrounds,
public lighting and the like.

8. SZRB and EU funds
Participation in funding projects supported by sireictural funds and the Cohesion Fund
— offer for financing of costs incurred by clientslating to the preparation and
implementation of projects co-financed from thedp@an Union funds.

5.3.1.2 Loan guarantee programs

In 2011, the bank approved 1,036 loan guarantgaing EUR 91.02 million, of which
88.1% were quick loan guarantees for commercialk®aThe volume of guarantees
amounted to EUR 89.36 million, and the average marantee was EUR 86 thousand. As at
31 December 2011, the total amount of the portfofidbank guarantees amounted to EUR
204.96 million.

Portfolio of the guarantee programs as at 31 Deee@2®11.:

1. Fast bank guarantees
SZRB will guarantee loans for businesses in corom@ebanks of up to 55% of the loan

principal as follows:

- for loan guarantees of up to EUR 340 thousandérk cooperates with the Tatra banka,
Slovenska sporitelna, VUB banka, CSOB, UniCredinlBa/OLKSBANK, OTP banka,
Postova banka, Prima banka and Prva stavebnaedparit

- in case of loan guarantees of up to EUR 1 miltlee bank cooperates with the Slovenska
sporitelna, Tatra banka, CSOB, VOLKSBANK, VUB bardwd UniCredit Bank.

2. Bank guarantees for financial loans

The bank also provides other types of guarantedyats for loans to small and medium-
sized businesses in commercial banks and spedegjusads for flat and office space owners
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associations as well as flat and office space osvnepresented by the administrator of a
residential building and for towns and villageslaans for the construction of municipal
rental houses.

Figure 5.4: Bank guarantees (data only for SMES)

Period 2011 2010
Volume in Volume in
thousand thousand
Indicator EUR Number EUR Number
Approved totally 84,249 1,018 69,275 844
- of that
fast guarantees 80,153 1,008 64,21\7 8p4
State Housing Development Fung - - - -
others 4,097 10 5,058 10
Granted 84,263 1,018 69,680 844
Portfolio 135,028 1,379 123,068 1,181L

5.3.2 Export-Import Bank of the Slovak Repubc

The Export-Import Bank of the Slovak Republic (BBBANKA SR) is a specialised
financial institution that was established to proenexports of Slovak producers and service
providers in foreign markets, according to Act 186/1997 Coll. on the Export-Import Bank
of the Slovak Republic, as amended. Its main objec$ to promote the maximum volume of
exports of sophisticated production especiallyha tountries of the European Union and
OECD as well as developing countries, and ens@weeturn of funds by minimising the risks
arising from insurance, credit, guarantee and firroperations.

In accordance with the export policy of the Goweent of the Slovak Republic, the
EXIMBANKA SR focuses on the expansion of promot&gort activities in small, medium-
sized and large businesses to reduce the high édéwapendence of export performance of
the Slovak economy on a relatively small numbéirofs. Regarding imports, it is the import
of technologies that ultimately allow the exporthigher quality production with high added
value.

In 2011, the EXIMBANKA SR, through its banking antsurance activities, supported
exports in the total volume of EUR 3,228.5 milliamhich represented the fulfilment of its
budgeted amount for 2011 (EUR 3,040.0 million) &6.2%. The banking activities
contributed to the above mentioned amount by EUR P22 million (fulfilment of the budget
at 109.4%) and insurance activities by EUR 1,00%iBion (fulfilment of the budget at
99.7%). Compared to 2010, the support of the exparélised by the Slovak businesses
provided by the EXIMBANKA SR increased by EUR 3@lion, i.e. by 1.0%.

Banking activities
The total volume of exports supported by bankingvdies in 2011 amounted to EUR

2,221.2 million, representing 107.94% of the voluashieved in 2010 with an increase by
EUR 163.47 million.
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The EXIMBANKA SR ensured lending and guaranteegddinancing, direct financing,
discounting of bills of exchange and letters of rgnéee. Through its banking products the
EXIMBANKA SR supported exports in the SME segmemntthe amount of EUR 77.97
million (3.51%).

The data on the support of exports in 2011 by thewire of the banking products, large
clients (LC) and the segment of small and mediuterprises (SMESs) are given in Figure 1.

Figure 5.5: Support of exports through banking actities in 2011 by banking product,
LC and SME in thousand EUR

LC Proportion | SMEs | Proportion | TOTAL

Refinancing loans to

621,447 | 9755% | 15640  2.45% 637,097
banks
Direct bill credits to 18236 | 62.45% | 10958  37.55 % 20 194
customers

Direct export and import|  ;,g 155 | 797396 | 45530  20.27 U 224,644
loans to clients

Bill credits for I

i 162,535 96.53 % 5,837 3.47 % 168,372
receivables from export
Bank guarantees 1,161,879 100.00 Yo 0 1,161879
Total in 2011 2,143,252 96.49% 77,974 3.51% 2,226

The support of exports by banking products in 20%1SITC commodity and sectoral
structure, large client (LC) and the segment oflsaral medium enterprises (SMES) is given
in Figure 5 and Figure 6.

Insurance activities

Insurance activities of the EXIMBANKA SR are focdsen supporting export of Slovak
businesses by providing insurance protection tcodgps against short, medium and long-
term risks. The EXIMBANKA SR monitors support oetSME export only within the short-
term risk insurance (companies up to 250 employees)

Through insurance activities, in 2011 the EXIMBIKA SR supported the Slovak export
in the total amount of EUR 1,007.28 million.

Even in 2011, the EXIMBANKA SR supported sign#itly the export activities of
entrepreneurs from among small and medium-sizethésses, which accounted for 79.85%
of the total number of clients using short-termunagce against the risk of default. During the
period under consideration, their share in suppgreéxports increased slightly, exporters
focused more on thsupplies to riskier territories and provided custosnwith longer
maturities.
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Figure 5.6: Share of the SME segment in supportingexports through insurance
activities, the insurance premium and the number otlients for 2007-2011 in the short-
term risk insurance

Share of

SMEs 2007 2008 2009 2010 2011

in export

. 23.88 % 19.6 % 21.60 % 19.32 % 21.809
promotion

in the
insurance 28.96 % 27.96 % 26.60 % 27.59 % 33.29 %
premium

in the
number of 76.20 % 76.80 % 78.20 % 77.70 % 79.85 %
clients

5.4 Ministry of Labour, Social Affairs and Family of the Slovak Republic

The Ministry of Labour, Social Affairs and Family the Slovak Republic (MLSAF
SR) is a central government body for labour retetjohealth and safety at work, labour
inspection, employment strategy and coordinatisgcieation, labour market policy, social
insurance, State social benefits, social and legatection of children, social guardianship
and coordination of the State family policy.

Support for SMEs in 2011 was carried out mainltigh the instruments of active
labour market policies (ALMPs) in accordance witht No. 5/2004 Coll. on Employment
Services and on amendments and supplements tancexts, as amended (the Act on
Employment Services).

In 2011, for the purpose of placing and keepinghenlabour market through the Act
on Employment Services, job applicants, job seekemsployees and employers were
provided the following active measures on the laboarket:

a) Support for increasing the employability of job appgicants and job seekers

- Information and advisory services (Article 42);

- Expert advisory services (Article 43);

- Education and training of job applicants and jobkses for the labour market (Article
46);

- Allowance for persons with disabilities during trimig for the labour market and
preparation for employment (Article 48b);

- Allowance for training of disadvantaged job seeKésicle 49a);

- Allowance for graduate practice (Article 51);

- Allowance for activation activities through smallumcipal services for towns or
villages or in the form of minor services for sgtiverning regions (Article 52);

- Allowance for activation activities through volungaservices (Article 52a);

- Training of persons with disabilities for employnéArticle 55a).
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b)

Support for employment and job creation and mantenance

Recruitment (Article 32);

Education and training for the labour market (Agid7);

Allowance for self-employment (Article 49);

Allowance for the employment of disadvantaged jebkers (Article 50);

Allowance to help maintain jobs for workers wittwWavages (Article 50a);

Allowance to support the creation and maintenarigels in social enterprises (Article

50c);

Allowance to help maintain employment (Article 50d)

Allowance for promoting regional and local employm@Article 50i);

Allowance for supporting employment to implement asiwes to protect against
flooding and resolve the consequences of emerg@rtigle 50j);

Allowance for commuting to work (Article 53);

Allowance for moving for work (Article 53a);

Allowance for transportation to work (Article 53b);

Allowance for creating a new job (Article 53d);

Pilot projects (Article 54);

Allowance for the establishment of sheltered wodgsh and sheltered workplaces
(Article 56);

Allowance for keeping citizens with disabilitiesemployment (Article 56a);

Allowance to persons with disabilities for self-doyment or operating business
(Article 57);

Allowance for the renewal or technical valuation w@ingible assets of sheltered
workshops or sheltered workplaces (Article 57a);

Allowance for the activities of a work assistantt{éle 59);

Allowance for the payment of operating costs inedrby sheltered workshops or
sheltered workplaces and transport expenses fologegs (Article 60).

Implementation of selected instruments of actiimila market measures in 2011 is shown in
the following figure.

Figure 5.7: Instruments of active labour market meaures in 2011

Instrument of ALMM

The number of created — filled jobs,

or the number of people enrolled, or| The agreed amount of
the number funds (in EUR)

of supported jobs

Article 32 6,524 71,150.60
Article 43 paragraph 7 924 11,855.72
Article 43 paragraph 10 184 4,548.66
Article 43 paragraph 11 0 0.00

Article 46 1,332 182,565.62
Article 47 0 0.00

Article 48b 11 3,248.80
Article 49 12,271 41,883,191.90
Article 49a 195 108,223.85
Article 50 523 1,196,439.60
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Article 50a 4,357 18,522,206.65
Article 50c 187 1,087,714.05
Article 50d 5,892 413,290.83
Article 50i 3,724 11,897,397.90
Article 50j 10,420 30,717,763.57
Article 51 18,592 18,772,951.22
Article 52 22,542 4,231,553.87
Article 52a 5,794 6,451,017.17
Article 53 17,778 5,152,572.03
Article 53a 61 61,591.95
Article 53b 20 1,120.00
Article 54 1,354 252,083.32
Article 55a 0 0.00

Article 56 2,014 17,354,592.92
Article 56a 305 627,464.12
Article 57 513 4,516,818.90
Article 59 537 3,700,405.16
Article 60 21,225 13,563,526.58
Total 137,114 180,592,762.36

Source: Central Office of Labour, Social Affairs and Family

Within the meaning of the Act on Employment Seegicactive labour market measures in
2011 were aimed at increasing employment, redudfargional disparities, reducing long-
term unemployment and the associated support focrjieation as the most effective means of
ensuring revenue growth of population. Measuresewaken to support the motivation of
unemployed to accept jobs, incentives for employerscreate jobs for the long-term
unemployed and to implement other measures toeceeatotivating environment not only for
domestic but also for foreign employers.

The majority of active labour market measures wenplemented through national
projects funded by the European Social Fund anfthemced from the State budget.

In 2011, more than 137 thousand of job applicgotseekers, or employees — jobs were
supported in the total amount of the agreed furfdmare than EUR 180 million. The most
used tools in terms of the number of created — miecujobs, the number of people enrolled,
or the number of jobs supported included as foltows

Allowance for self-employment (Article 49)

The allowance is provided to cover the costs tfesaployment. In terms of supporting
job creation, it helps job seekers entering thedalmarket as entrepreneurs.

In 2011, creation and occupation of 12,271 jobs swgpported through the allowance. Of
the total, the allowance was provided to 6,053dliaataged job seekers (49.32% of the total
number of supported job seekers), the largest shazeunted for long-term registered job
seekers (31.91% of the total number of supportedsgekers). The allowance was used by
4,486 women (36.56% of the total number of suppojté seekers). The total agreed amount
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was EUR 41,883,191.90. Most of the created jobsewarthe Zilina Region (2,539),
representing 20.69% of the total number of jobater through self-employment.

Allowance to help maintain employment (Article 50d)

The allowance is provided to the employer who canassign work to employees for the
serious operational reasons and provides employage compensation in the amount of at
least 60%. The allowance is intended to cover thadatory contributions to insurance funds
for health insurance and social insurance paidrpleyers and employees, and in case of
employees it will be added to the provided wage memsation. The allowance is provided for
up to 60 calendar days in total per year. Withaffeom 1 December 2010, the validity of
that measure was prolonged by the end of 2011.

In 2011, 14 agreements with employers, particulerlthe field of industrial production,
were concluded. Maintaining 5,892 jobs were sumabthrough that allowance. Most jobs
were supported in the Banska Bystrica Region (2,88 total amount of agreed funds was
EUR 413,290.83.

Allowance for supporting employment to implement masures to protect against
flooding and resolve the consequences of emergeréyticle 50j)

The allowance is provided to the employer thds fd newly created vacancy with a
person registered as a job seeker for at lease thmenths with the proviso that the
employment is agreed within the scope of providegkily working time and for the type of
work related to the implementation of measuresflood protection or to deal with the
aftermath of an emergency.

The allowance is provided monthly in the amoun®%% of the total price of the work of
the employee, most of the total labour costs catedl based on the amount of twice the
subsistence provided to one adult person validhenfirst day of the calendar month for
which the allowance is provided. The allowance nsviged for the calendar month during
which the agreed type of work is performed at theancy created. The employer, who is a
municipality or a legal person whose promoter amfibers is a municipality, creating jobs in
the district, where the average registered unempdoy rate calculated from the available
number of job seekers published by headquarterthécalendar year immediately preceding
the calendar year, in which agreement is concludedhigher than 25%, is provided the
allowance for a maximum of six months. The emplafall be provided a one-off allowance
to cover part of the costs of working tools neetteotmplement measures for flood protection
or dealing with the consequences of emergencyarathount of 95% of documented costs of
working tools, most of EUR 40 per job created.

In 2011, 10,420 job seekers were supported inata agreed amount of EUR 30,717,763.57.
Most job seekers using the tool were supportethénFreSov Region, i.e. 36.28% of the total
number of job seekers.

Allowance for graduate practice (Article 51)

The aim of graduate practice is to acquire pradess skills and practical experience with
the employer, which correspond to the achievedideveeducation of the graduate, as well as
acquiring and improving professional skills and giical experience that should expand
opportunities for the graduate in the labour markdtich should have a direct impact on
employability of job seekers. Graduate practiceoree of the successful and effective
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instruments of active labour market measures. Osghans of the State and public

administration preferring graduates having a scieeling certificate at economic education
or graduates of grammar schools are the employmwisg the greatest interest to exercise
graduate practice. Also business entities carrgugservice activities are highly interested in
it. Graduate practice helps graduates to look forkvin their profession. It allows them to get

a first contact with the practice to acquire neagsskills.

In 2011, there werd8,592job seekers enrolled at the graduate practice. |@irgest
number of job seekers enrolled at the graduateipeawas in the PreSov Regior3;:558job
seekers, i.e. 21.28% of the total number of theled job seekers. In 2011, the total agreed
allowance amounted to EUR 18,772,951.22.

In terms of evaluating the effectiveness of thisasure, the indicator of placement of job
seekers into employment after graduation practicepdetion is important. In 2011, graduate
practice was completed by 18,315 job seekers,atf2h% of job seekers found an occupation
within one month after the graduate practice cotgie(3,989 graduates), 2,995 job seekers
found an occupation within three months, 1,394gebkers within six months, and 3,231 job
seekers after six months.

Allowance for commuting to work (Article 53)

The allowance is provided monthly to cover partra¥el expenses for coming from place
of residence or place of temporary residence ofeting@loyee to the place of employment
provided for in the employment contract and backtmrreimburse travel expenses for
commuting from the permanent place of residenceemiporary residence of a citizen to the
place of performing self-employment and back.

In 2011, the allowance was provided to 17,778 persdhe largest number of beneficiaries
(3,474 persons) was in the PreSov Region. The sblasgomen in the total number of
beneficiaries accounted for 53.21%. The total atyseaount of the provided allowances was
EUR 5,152,572.03.

The assistance provided to micro, small and mediursized enterprises (SMES)

The assistance provided to micro, small and mediined enterprises by the Ministry of
Labour, Social Affairs and Family of the Slovak Rbjic as the Managing Authority for the
Operational Programme Employment and Social Inctuss provided through the National
Projects of the Central Office of Labour, Sociafahfs and Family (COLSAF) via demand-
driven projects of Intermediate Bodies under thendtpng Authority, which are the Social
Implementation Agency and the Social Developmemid-u

Assistance was provided to businesses within ¢éspactive State aid schemes and De
Minimis Scheme. In 2011, the Ministry of Labour,c&b Affairs and Family of the Slovak
Republic the Managing Authority provided the Stai totallingEUR 21.01 million within
co-financing from the European Social Fund, of thatvolume of the aid provided from own
funds (the State budget) totallEtUR 9.68 million.

The total share of the State aid granted in 2@1%ntall and medium-sized enterprises
accounted fo60.1% of the total State aid granted by the MinistryLabour, Social Affairs
and Family of the Slovak Republic.
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Figure 5.8: Distribution of the State aid granted ly the Ministry of Labour, Social
Affairs and Family of the Slovak Republic by size ategory of enterprises

Total State aid 21.01 million EUR| 100 %

of Assistance for micro enterprises 3.77/18.0 %

Assistance to that | Assistance for small enterprisges 3.47/16.5 %

businesses SMEs Assistance for medium-sized 3.2815.6 %
enterprises

Assistance for large enterprises 10.49 million EJ#.9 %

The assistance for SMEs was provided in particulaaler the State Aid Scheme for
Support of Employment (X 754/2009) within the implentation of COLSAF National
Projects and under the State Aid Scheme for Sugbdntaining and Adaptability of Workers
(X 531/2009) within the demand-driven projectstod Social Implementation Agency.

The aid for support of employment for SMEs in 2@dds given in terms of the minimal
help within implementing the terms of the Tempor@ymmunity Framework for State aid
measures to support access to finance in the d¢uinamcial and economic crisis within the
Scheme for a temporary provision of small aid & 8tovak Republic during the financial and
economic crisis No. N 222/2009 (General Scheme).

Only the Intermediate Body under the Managing Auitly — the Social Implementation
Agency — used the possibilities of application leg fTemporary Community Framework for
State aid measures to support access to finantteeiourrent financial and economic crisis
and the Scheme to provide temporary small aid enSlovak Republic during the financial
and economic crisis in 2011 within the implememwtatof demand-driven projects, where
applications for the aid wersubmitted in 2010 and the total assistance undergéneral
scheme was granted in 2011 amountifigR 4.54 million, of that EUR 0.68 million were
provided from the State budget. The assistance pvagided to a total ofL07 eligible
beneficiaries.

Evaluation of the contribution of the State aid toSMEs provided by the MLSAF SR —
the Intermediate Body under the Managing Authority — the Social Implementation
Agency

Within the demand-driven projects, through thaesgad for training for SMEs in terms of
the measure — the State Aid Scheme for Supportahifig and Adaptability of Workers (X
531/2009), within demand-driven projects, the Sodmplementation Agency supported
activities that focused on the adaptability of eoypkes to the new market environment
through educational activities, training, or fudwses. In all projects, educational activities
were of a general nature and no project focusegpenific training.

Selected measurable indicators of projects weeedidta on beneficiaries, mainly the
number of persons trained in the project, numbeparsons trained in the project — men,
women and total, and in some cases where the ddgiducation was also training in the field
of acquisition, or upgrading of Information Techogy skills and knowledge, also the
number of persons trained in ICT skills, or the tyemof persons using ICT.

The Social Implementation Agency has no evidencgualitative assessments of the
educational level within the evaluation of the effeeness of granting funds, as well as data
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on the number of completed trainings related toaidegranted in 2011 bound to this measure
with available data broken down by micro, small ametlium-sized enterprises.

The estimation of new projects contracted in 20hdler the above mentioned measure
has expected the plan to train approximately 1t6G0)000 employees — beneficiaries.

Of the total amount of the aid granted in 2011easrtie above mentioned measure, the aid
granted to the group of SMEs accounted for 64%sifoall and medium-sized enterprises and
36% for large enterprises.

Figure 5.9: The State Aid Scheme for Support of Triming and Adaptability of Workers
(X 531/2009)

By té‘e type of 7.79 million EUR ?h‘f}/re
Measure — State Aid Scheme for Suppa! _ In 7o
of Training and Adaptability of Worker®f | SMEs 4.99 million EUR 64.1 %

(X 531/2009) that || arge

. 2.80 million EUR 35.9 %
enterprises

Non+efundable financial contribution (ESF + {

Form of aid State budget)

Within the measure — the Scheme for a temporasyigion of small aid in the Slovak
Republic during the financial and economic crisis. N 222/2009 (General Scheme), the
Social Implementation Agency provided assistanceiged on the adaptability of workers to
the labour market, particularly for the creation dw jobs associated with training of
employees, while the primary indicator was the nemnds newly created jobs.

Under this measure (General Scheme) assistantenwiite De Minimis Scheme was
provided to support the creation and maintenanclag in the form of support for self-
employed and the creation and retention of jobsigro, small and medium-sized enterprises,
while within the demand-driven projects the Sociaplementation Agency supported
applicants from the group of small and medium-sizetdrprises.

Figure 5.10: Scheme for a temporary provision of sall aid in the Slovak Republic
during the financial and economic crisis No. N 222009 (General Scheme)

Measure — Scheme for - share
temporary provision of small a(?y the type of SME 4.54 million EUR in %
in the Slovak Republic during thef that | SMEs 4.54 million EUR 100 %
financial and economic crisis No. . -
N 222/2009 (General Scheme) Large enterprisegs 0 million EUR 0%

. Non+efundable financial contribution (ESF + the S
Form of aid

budget)

The Social Implementation Agency assessed pokitthe overall provision of the State
aid provided under both measures. In 2011, somgasbwithdrew from the Contracts to
Provide Non-refundable Financial Contribution (ermiinated them unexpectedly), and no
State aid was granted, as the subjects withdrew ftiee contracts prior to the proper
implementation of the project.
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In 2011, the group of SMEs formed a significantt g employers, which in 2011 was
assisted by the Social Implementation Agency withese two measures.

Evaluation of the effectiveness of the aid providetb SMEs

Providing assistance to SMEs in 2011 was subjeca tperiod of the financial and
economic crisis, when employers reconsidered arttbnedised the number of their
employees, which had an impact on increasing theabeu of registered unemployed.
Therefore, the effectiveness of the State aid plexVifor support of employment and
education remained primarily affected by the impamation of active labour market
measures within the meaning of Act No. 5/2004 Coff. Employment Services and on
amendments and supplements to certain acts, asdadenvhich were and still are
implemented through the National Projects of COLSAF

The State aid granted to SMEs to promote employraspecially helped to create and
sustain new jobs, with an emphasis and focus ealpeon the long-term unemployed, people
with disabilities and disadvantaged groups in thbour market, which constitute the
dominant group among registered unemployed.

Therefore, the biggest positive of the aid progid®® SMEs is still promoting
employability of the largest risk group of job seek the inclusion in the labour process and
the renewal of their work habits and skills, whedeen the positive impact of their success in
the labour market contributes to the above mentione

The State aid for the support of employment forESMvas focused primarily on regions
with low employment rates and regions with a loegucational level.

Just like in 2010, the aid for the support of emypient for SMEs was realised primarily
within the minimum aid through the National Progedf COLSAF, as it allows several
possibilities to implement new measures to supfimet maintenance of employment and
creation and retention of new or existing jobs,ahtthus reflect the actual needs of the labour
market, particularly in the financial and economisis.

The State aid granted under the calls for demaived projects to support training of
employees through general education helped especial increase qualification of
employees, enhance their professional skills andntoease the professionalism of staff
performance and build human capacities. It alspasupd continuance of such persons in the
labour market and facilitating their access tol#imur market in the future.

5.5 Ministry of Agriculture and Rural Development of the Slovak Republic

The Ministry of Agriculture and Rural Developmaeaitthe Slovak Republic (MARD SR)
is the central body of the State administration &griculture, forestry, landscaping and
protection of agricultural land, irrigation and ohage systems, health checks, veterinary
inspection and veterinary supervision, plant healtihe, breeding supervision, fishing in
aguaculture and marine fishing, hunting, food pssgc®y and food inspection, wood
processing, including biotechnology, and regioretedopment, as well as coordinating the
use of funds from the European Union. It also eardut tasks related to rural development.
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In terms of Act No. 543/2007 Coll. on Powers andsponsibilities of the State

Administration Authorities in the Provision of Astance to Agriculture and Rural

Development, as amended, the Ministry of Agricidtand Rural Development of the Slovak
Republic manages and directs the provision of slidgssiin agriculture, food processing,
forestry and fisheries from the State budget antbpas financial management of subsidies
provided by the European agricultural funds and Eoeopean Fisheries Fund. All support
mechanisms in the agriculture sector are admimidtéry the Agricultural Paying Agency.

The Agricultural Paying Agency covers co-financiofgprojects of small and medium-sized
enterprises through two funds of the European Umamely the European Agricultural Fund
for Rural Development (EAFRD) and the European é&igs Fund (EFF).

Rural Development Programme 2007-2013

The Rural Development Programme 2007-2013s a document that Slovakia was
obliged to prepare in order to use aid from theoRaan Agricultural Fund for Rural
Development (EAFRD). The priorities of the Prograenof Rural Development 2007-2013
include support for modernisation, innovation afftiency of agricultural, food and forestry
operations, maintenance and protection of enviratiahevalues of the country, cultural
heritage preservation, job creation, increasingsskf the rural population and improvement
of the quality of life in rural areas.

Within Measure 123 Adding Value to Agriculturaldaiorestry Products and Measure
311 Diversification into Non-agricultural Activitse the support of small and medium-sized
businesses is anchored by determining final beiags. They are legal and natural persons
(micro, small and medium-sized enterprises withine tmeaning of Commission
Recommendation 2003/361/EC). Also within Measurg Bhcouragement of Rural Tourism
— Part A — only micro-entrepreneurs and small aratlium-sized enterprises may apply for
the aid, as final beneficiaries of the programmne determined natural persons authorised to
conduct business in the tourism industry.

123 Adding value to agricultural and forestry products

- The type of aid provided — non-refundable finahcantribution;

- The amount of support from public resources (58f&ligible expenditure under the
Convergence objective, 40% in other areas);

- In 2011, no contract was concluded for the pioni®f NFC, as in that year no call for
submission of applications for NFC was announced,;

- The total volume of aid approved from the begigniof the programme
implementation accounted for EUR 186.462 million ;

- Payments realised in 2011 amounted to EUR 36.3Wbmi

311 Diversification into non-agricultural activities

- The type of aid provided — non-refundable finahcantribution;

- The amount of support from public resources (53%ligible expenditure under the
Convergence objective);

- In 2011, 189 Contracts to Provide NFC were coredutbr the aid amounting EUR
76.631 million;

- The total volume of aid approved from the begignih the programme implementation
was EUR 107.963 million;

- Payments realised in 2011 amounted to EUR 13.0D&m
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313 A Encouragement of Rural Tourism

- The type of aid provided — non-refundable finahcantribution;

- The amount of support from public resources (53%ligible expenditure under the
Convergence objective, 30 % in other areas);

- In 2011, no contract was concluded for the pioni®f NFC, as in that year no call for
submission of applications for NFC was announced;

- The total volume of aid approved from the begignih the programme implementation
was EUR 13.280 million;

- Payments realised in 2010 amounted to EUR 2.38ibmi

Operational Programme Fisheries of the Slovak Repulz 2007-2013

Within the framework of th®perational Programme Fisheries SR 2007-201@PF),
applicants from the category of micro, small anddime-sized enterprises have the
opportunity to draw in particular from the Prioriyxis 2 — Measure 2.1 Investments in
Aquaculture and Measure 2.2 Investments in Praogsand Marketing. The provided
assistance takes the form of a non-repayable fiaboontribution (NFC). The aid intensity
for both measures varies depending on the sizénefenterprise, while micro and small
enterprises can be provided with NFC from publisoteces up to 60% and medium-sized
enterprises up to 50% of the total eligible cobtsaccordance with Council Regulation (EC)
No. 1198/2006 on the European Fisheries Fund, oviging support micro and small
enterprises are preferred, so that the mentionezhoey of enterprises is scored within the
scoring criteria and the points are used where ddniar funds exceeded the amount of
available funds allocated in the call for submgtiapplications for NFC. In 2011, two calls
for submitting applications for NFC (hereinaftefereed to as the “call’) were published for
both measures under the Priority Axis 2. 41 Comtdrém Provide NFC were concluded with
applicants falling within the SME category. Theal@mount of approved funds was EUR 7.7
million, while EUR 1.5 million was paid.

Operational Programme Bratislava Region

Within the Operational Programme Bratislava Region,two separate measures under
the Priority Axis 2 Knowledge Economy — Measure rdovation and Technology Transfers
and Measure 2.2 Informatisation of Society are dirtee support small and medium-sized
enterprises. The aid is aimed mainly at promotihgypes of innovation in the business
sector, support of the introduction of advancednetogies as well as the effective use of
access to information and communication technofgie

Measure 2.1 Innovation and Technology Transferss primarily focused on building
physical infrastructure for innovative businessivgiés and promoting research and
development in small and medium-sized enterprisesrder to increase their innovation
activities. The assistance is channelled into new technolayster projects and process and
product innovation in enterpriseSupport for small and medium-sized enterprisesamiy
oriented to the creation and development of newpaones based on new technologies, as
well as the activities related to the protection iofellectual property, standardisation,
accreditation and quality assurané&ocess innovation is supported by obtaining qualit
certification and international accreditation.
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In the area of supporting small and medium-sizederprises, Measure 2.2
Informatisation of Societyis focused on improving and expanding access twonmdtion and
communication technology, improving services andliaptions (in-house information
systems, e-commerce, networking, etc.) and théctye use.

In 2011, to support small and medium-sized eniwepr two following calls were
announced:

1. The call for submitting applications for non-refundable financial contributions
under the Operational Programme Bratislava Regionthe call code: OPBK/2010/2.2/06,
Priority Axis: 2 — Knowledge Economy, Measure: 2.2 Informatisatib8ociety, the deadline
— 11 April 2011, the scheme for support of mictoaf and medium-sized enterprises within
the Operational Programme Bratislava Region (Deivis Aid Scheme), as amended by
Supplements 1, 2, 3 and 4. Eligible applicantstifier call were micro, small and medium-
sized enterprises (SMEs) — natural or legal persang/ing out business in production and
licensed doing business within the meaning of Agti paragraph 2 subparagraphs a) and b)
of Act No. 513/1991 Coll., Commercial Code, as adweeh registered in the territory of the
Slovak Republic. The type of aid provided: non-nefable financial contribution, the number
of SMEs supported in 2011: 16, financial expresdioontracted projects — NFC): EUR
955,867.47.

2. The call for submitting applications for non-reundable financial contributions
under the Operational Programme Bratislava Regionthe call code: OPBK/2010/2.1/06,
Priority Axis: 2 — Knowledge Economy, Measure: 2.1 Innovation @adhnology Transfer,
the deadline of the call1l April 2011, the scheme for support of micro, Braad medium-
sized enterprises within the Operational ProgranBratislava Region (De Minimis Aid
Scheme), as amended by Supplements 1, 2, 3 antigihld&applicants for the call were
micro, small and medium-sized enterprises (SMEsjgtdral or legal persons carrying out
business in production, licensed doing busineskinvihe meaning of Article 2 paragraph 2
subparagraphs a) and b) of Act No. 513/1991 Gddmmercial Code, as amended, registered
in the territory of the Slovak Republic. The typkeaid provided: non-refundable financial
contribution, the number of SMEs supported in 2044, financial expression (contracted
projects — NFC): EUR 7,465,625.08.

On the ground of the fact that the projects araitoced for five years after the project
completion, evaluation of the aid provided is neaiable. Because the contracting process
with NFC beneficiaries has not been completed ih12@he data include financial resources
and the number of supported SMEs for the entitied have entered into the Contract to
Provide NFC.

5.6 Ministry of Education, Science, Research and Sporbf the Slovak
Republic

The Ministry of Education, Science, Research aoortSof the Slovak Republic (MESRS
SR) is the central body of the State administration kindergartens, primary schools,
secondary schools and universities, school fadljti lifelong learning, science and
technology, and the State care for youth and spiohtas established two agencies for the
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intermediation of financial support, namely the Agg of MESRS SR for the European
Union Structural Funds and the Slovak ResearciDawelopment Agency.

In 2011, MESRS SR continued to fund 15 projects@énce and research within 15
decisions about approving the provision of incesgivo the subjects, with which it entered
into contracts for the provision of incentives stardance with Article 7 paragraph 12 of Act
No. 185/2009 Coll. on Research and Developmentlinees and on amendments to Act No.
595/2003 Coll. on Income Tax, as amended (hera@naftferred to as the “Act on
Incentives”).

Of that 5 decisions were approved in 2009 and d€istbns were approved in 2010.
Financing of the projects was carried out basedhenresults of the check of the use of
incentives granted in 2010 and through opponendahefresults achieved within the science
and research projects addressed within the provideentives, which took place during
March 2011. In all 15 cases, the opponent boargppments and economic rapporteur
advised to continue in funding the science andarebseprojects in the amount approved for
2011.

In accordance with the Act on Incentives, semitahrcheck of compliance with the
approved intensity of incentives in 2011 was cdrioeit during the months of August and
September 2011. The overall proportion of the itigenrecipients’ own funds in 2011 was
22.27% of the eligible costs of research and dgretnt projects, including tax relief. It
means that the average intensity of the incentigeshe supported projects in 2011 in the
form of direct subsidies from the State budgett@xdelief accounted for 77.73%.

Figure 5.11: The amount of the State budget resoues and tax relieves obtained by
individual organisations in Slovakia in 2011

Serial Name of the The amount of -cl)-?fa\;orleulgf The amount of
No. organisation — R&D | funds from the State (in EUR) private co-financing
budget (in EUR) (in EUR)
1. DECOM, a. s., Trnava 396,624 3,656 115,000
VUPaC, a. s., Bratislava 560,750 7,101 167,130
3. IMUNA PHARM, a. s., 266,990 0 0
SariSské Michalany
4, VUSI, s. r. 0., KoSice 114,288 0 0
CEIT SK, s.r. 0., Zilina 443,336 4,939 112,000
6. Prva zvaraka, a. s., 598,898 13,169 204,244
Bratislava
7. DB Biotech, s. r. 0., 544,779 0 0
KosSice
8. DB Biotech, s. r. 0., 225,540 0 0
KoSice
9. MicroStep, s. . 0., 450,937 105,300 476,124
Bratislava
10. Medicproduct, a. s., 348,896 0 0
Lipany
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11. IMUNA PHARM, a. s., 298,215 1,500 100,000
SariSské Michalany

12. CEIT KosSice, a. s., KoSice 986,503 0 0

13. VIPO, a. s., Partizanske 596,313 6,500 198,772

14. Slovanet, a. s., Bratislavg 537,734 0 0

15. VVU ZTS Kosice, a. s., 628,787 9,218 219,195
KoSice

Total 6,998,590 151,383 1,592,465

In the programming period 2007-2013, MESRS SR perfotasks of the Managing

Authority for the Operational Programme Researcth Bevelopment and the Operational
Programme Education as well as the role of the IRayrdnit. The Intermediate Body under
the Managing Authority for the Operational PrograenfResearch and Development is the
Agency of the Ministry of Education, Science, Reskand Sport of the Slovak Republic for
the Structural Funds of the EU (ASFEU), and for @perational Programme Education it is
ASFEU and the Ministry of Health of the Slovak Rblit1

5.6.1 Agency of the Ministry of Education, ScienceResearch and Sports of the
Slovak Republic for the Structural Funds of the EU

The main task of the Agency of the Ministry ofugdtion, Science, Research and Sport of
the Slovak Republic for the Structural Funds of tB® (ASFEU) is to support the
implementation process of the structural fundshef EU for the programming period 2007-
2013. ASFEU acts as the Intermediary Body undeiMbraging Authority, i.e. it carries out
activities within the scope of the tasks delegdigdMESRS SR as the Managing Authority
for the Operational Programme Education and ther&@po®al Programme Research and
Development.

The aim of ASFEU is to ensure a continuous pmadgeceiving, evaluation, financial
management and monitoring of projects, so thar #we2cution is carried out in accordance
with the schedule and funds for the programmingiope2007-2013 are drawn to the
maximum possible extent.

Operational Programme Education

In 2011, ASFEU did not provide any new assistamuder the De Minimis Aid Scheme;
however, in 2011, it continued to implement pragaatder the calls codes OPV-2009/2.1/01-
SORO, OPV-2010/2.1/02-SORO and OPV-2009/4.2/02-SO®Kere aid was granted in
2010.

All projects implemented by ASFEU within the abaadls are subject to the rules of the
De Minimis Aid Scheme, i.e. projects must complyhaall the conditions and criteria of the
scheme to promote the development of modern eduncditir the knowledge society as
amended by Supplement 1 (De Minimis Aid Scheme)thadules of the Scheme N222/2009
for a temporary provision of small aid in the SlkvRepublic during the financial and
economic crisis.
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Assistance under the De Minimis Aid Scheme withive Operational Programme
Education is implemented through non-refundablearfagial contributions. Co-financing
accounted for 95% of the public funds, while theoant of co-financing from EU funds was
80.75% and from the national public funds 14.25%.

Eligible applicants under the De Minimis Aid Schemwere natural or legal persons
authorised to conduct business in accordance witiiclé& 2 paragraph 2 subparagraphs a) and
b) of the Commercial Code, registered in the tenyitof the Slovak Republic that met the
definition of micro, small and medium-sized entesgs, or large enterprises within the
meaning of Commission Regulation (EC) No. 800/2608% August 2008 declaring certain
categories of aid compatible with the common manketpplication of Articles 87 and 88 of
the Treaty on establishing the EC (General Blockr&gtion Regulation).

The calls OPV-2009/2.1/01-SORO and OPV-2009/4.2/@8RO

The OPV-2009/2.1/01-SORO and OPV-2009/4.2/02-SORQlls were published by
ASFEU on 2 August 2009. Those two calls were aitoedromote education responding to
the changing demands of employers on the qualithumhan resource and effectiveness of
their management. Activities of the calls were distused on the scope of activities for the
lifelong development of competences and qualiftaaiin accordance with Recommendation
2006/962/EC of the European Parliament and the €bwoh 18 December 2006 on Key
Competences for Lifelong Learning — the EuropearfiefRace Framework. The eligible
activity was the development and implementatiotraihing programs for those involved in
the activities of further education and for teashef further education, with a focus on
deepening and enhancing qualifications, proficienagyd the development of core
competencies for construction, textile, electronim@chinery and chemical sectors due to
new technology, innovative processes and theiriegtn in practice.

In April and May 2010, within the calls with cod€dV-2009/2.1/01-SORO and OPV-
2009/4.2/02-SORO, ASFEU concluded a total of 8 @mt$ to Provide NFC. The total
amount of the contracted NFC was EUR 3,286,665:28le the volume of total eligible
expenditure amounted to EUR 3,459,647.61 and @n@img by the beneficiaries represented
EUR 172,982.38.

The call OPV-2010/2.1/02-SORO

The call with the code OPV-2010/2.1/02-SOR@as announced by ASFEU on 31 May
2010. Activities of the call were designed to preencontinuing education in the field of
tourism. The aim was to create conditions for ldumg the tourism and hotel industry in
order to increase the share of that economic settbe gross domestic product of the Slovak
Republic through economic incentives and finanamstruments in order to improve the
quality and comprehensiveness of services providied. eligible activity within the above
mentioned call for submission of requests for NF&whe development and implementation
of accredited training programs for those involuedhe activities of further education with a
focus on deepening and enhancing qualificationsfiggency and the development of core
competencies for the sector of tourism services sardices related to tourism due to new
technology, innovative processes and their apjdican practice.
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In December 2010, 9 Contracts to Provide NFC wereluded. The total amount of the
contracted NFC was EUR 3,504,155.20, while the maluof total eligible expenditure
amounted to EUR 3,688,584.42 and co-financing by Ibeneficiaries represented EUR
184,429.22.

Overview

Within the De Minimis Aid Scheme, ASFEU is curdgnimplementing a total of 17
projects with the total eligible expenditure of EUR48,232.03. Projects implemented under
the De Minimis Aid Scheme were co-financed from Elads in the amount of 80.25%,
which in 2011 represented a total of EUR 5,7723®7and from the State budget funds
amounting to 14.25%, which in 2011 representeda td EUR 1,018,623.07.

Figure 5.12: The total amount of aid provided in 2Q0 for the OP Educatiort®

Provision of The State Private

The call code . EU funds budget NFC
aid funds
funds

OPV-2009/2.1/01- 2010 2,423,815.91 | 427,732.21 | 150,081.49 2,851,548.12
SORO
OPV-2009/4.2/02-
SORO 2010 369,849.54 65,267.57 | 22,900.89 435,117.11
OPV-2010/2.1/02- 2010 2,978,531.91 | 525,623.29 | 184,429.22 3,504,155.20
SORO
-CI-)%T;‘L FOR the X 5,772,197.36 | 1,018,623.07| 357,411.60 6,790,820.43

Due to the fact that in 2011 no new Contracts tovide NFC were concluded or no
withdrawal from the Contract to Provide NFC incdireompared to 2010 no change in the
total amount of aid granted was recorded.

As at 31 December 2011, within the De Minimis At¢heme funds totalling EUR
820,023.96 were used, EUR 662,167.58 were paid fehmfunds, EUR 116,854.73 were
paid from the State budget funds and the amourtteokeficiary private funds was EUR
41,001.65. During the reporting period, the asstaunder the De Minimis Aid Scheme was
paid to fifteen beneficiaries operating in consuita services in the areas of business and
management as well as in other areas of educdaliompared to 2010, when used funds
totalled EUR 26,060.13, in 2011 an increase in dipgnthe funds by EUR 793,963.83 was
recorded.

In terms of localisation of the total aid grant@uder the De Minimis Aid Scheme, the
majority of projects have the place of project\atieés implementation in several regions at
NUTS lll. One project has been carried out exclelyivin the Bratislava Region; the total
amount of aid granted is EUR 458,018.00, of thaRE269,849.54 from the EU funds and
EUR 65,267.57 from the State budget.

31n 2011, no new support was provided within the DMinimis Aid Scheme, but there was
significant drawing within the projects arising out of the calls listed in Figure 1
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One project has been carried out exclusively emNiitra Region; the total amount of aid
granted is EUR 524,902.97, of that EUR 423,859rbffthe EU funds and EUR 74,798.67
from the State budget. Another project has beemecbout exclusively in the Bansk& Bystrica
Region; the total amount of aid granted is EUR @@8,24, of that EUR 380,258.40 from the
EU funds and EUR 67,104.42 from the State budget Pprojects have been carried out
exclusively in the PreSov Region; the total amaafretid granted is EUR 780,868.56, of that
EUR 630,551.36 from the EU funds and EUR 111,2784im the State budget. Two projects
have been carried out exclusively in the Zilina Regthe total amount of aid granted is EUR
835,062.74, of that EUR 674,313.16 from the EU fuadd EUR 118,996.44 from the State
budget. Activities of 10 projects have been caroet exclusively in the NUTS Il regions,
except for the Bratislava Region, and the total amof aid granted is EUR 4,078,471.52, of
that EUR 3,293,365.75 from the EU funds and EUR B&2.20 from the State budget.

According to Article 2 paragraph 1 and paragraptof2Annex 1 to Commission
Regulation (EC) No. 800/2008 of 6 August 2008 d@uotp certain categories of aid
compatible with the common market in application Asticles 87 and 88 of the Treaty
(General Block Exemption Regulation), micro entmgs accounted for 76.47% after
rounding (13 beneficiaries) and small businesseswuated for 23.53% (4 beneficiaries) of
the total number of successful beneficiaries.

Operational Programme Research and Development

In 2011, ASFEU announced 2 calls for submissioramblications for non-refundable
financial contribution (hereinafter referred to #e “application for NFC”), designed to
support SMEs within the Operational Programme Rebkeand Development according to the
Research and Development Grant Scheme (State Aiehsz).

1. The CALL OPVaV-2011/2.2/07-SOROnamed Support of Research and Development
Centres for the Operational Programme Research Réeelopment — Research and
Development Grant Scheme (State Aid Scheme)

The call for submission of applications for NFCswamnounced on 28 April 2011 and the
deadline was on 1 August 2011. The total amounhoiey allocated to the call was EUR
40,000,000. Signing contracts with 21 successfpliegnts under the call was expected in
April to June 2012.

2. The CALL OPVaV-2011/4.2/07-SOROnamed Support of Research and Development
Centres for the Operational Programme Research Redelopment — Research and
Development Grant Scheme (State Aid Scheme)

The call for submission of applications for NFCsnamnounced on 28 April 2011 and the
deadline was on 1 August 2011. The total amounmhoiey allocated to the call was EUR
20,000,000. Signing contracts with 10 successfpliegnts under the call was expected in
April to June 2012.
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Figure 5.13: Overview of funds contracted with SMEsunder the Operational
Programme Research and Development

Contracted amount attributable to SMEs as at 31 Deamber 2001 — in
Type of the EUR
enterprise EU funds The State NFC Private funds

budget funds

Small ) 31,294,393.97 5,524,128.34 36,832,622.24 10,710,017.61
enterprise
Medium-sized 16,388,258.5¢ 2,891,987.07 19,280,245.6  6,772,581.91
enterprise
TOTAL 47,682,652.51 8,416,115.41 56,112,867.97 17,482,599.57

Figure 5.14: Overview of funds used by SMEs underhe Operational Programme
Research and Development

Type of the Used amount attributable to SMEs as at 31 Decemb&001 — in EUR
enterprise EU funds Ui Sl NFC Private funds
budget funds

Small 1,538,725.37 271541.21  1.810,266.58 649.864.29
enterprise

Medium-sized 2,690,238.29 474.909.77  3,165,148.0¢  1,379,554.53
enterprise

TOTAL 4,228,963.66 746,450.99  4,975,414.64  2,029,418.81

In terms of localisation of total aid granted toadl and medium-sized enterprises within
the Research and Development Grant Scheme (Stdt8dkieme), we can conclude that as at
31 December 2011, aid was located in all NUTS dljions, i.e. in all regions of Slovakia.
The total amount of aid granted to small and meesized enterprises within the State Aid
Scheme can not be quantified clearly within a paldéir region because most of the projects
implemented under the Operational Programme Res@auat Development have the location
of the project activities in several NUTS Il reg®

Figure 5.15: Overview of funds contracted with SMEsunder the Operational
Programme Research and Development in terms of tHecation of the project

_ NEC Contrac_ted amount attributable to SMEs as at 31 Dezmber

O o contracted for [-2901—1n EUR
iz DiEae the project as The State
NUTS IlI at 31 Dec 20111 EU funds budget funds NFC Private funds
BA 47,711,801.74 17,536,044.8% 3,094,537.894 20,630,682.43 6,222,523.39
TT 2,015,635.85 980,529.16 173,034.59 1,153,563.74 751,431.73
NR 3,970,948.81 2,998,160.8( 529,087.20 3,527,248.0¢ 881,812.00
TN 2,083,013.73 1,537,149.54 271,261.68 1,808,411.2C 805,572.80
BB 2,992,842.77 844,972.00 149,112.71 994,084.71 52,320.25
ZA 7,062,357.81 3,391,617.44 598,520.73 3,990,138.11 1,284,511.14
PO 3,967,110.04 1,195,981.19 211,055.50 1,407,036.6¢ 197,633.50Q
Projects
implemented in| 56,398,738.95 19,198,197.53 3,389,505.471 22,601,703.00 7,286,794.71
more than one
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region

TOTAL

126,202,449.7(

47,682,652.5]

8,416,115.41]

56,112,867.97

17,482,599.57

Of the 56 projects, in which small and medium-@iz®mmpanies acted as a principal
beneficiary or as a partner, 20 projects were impleted exclusively in the Bratislava
Region, 4 projects exclusively in the Zilina Regi@nprojects in the Nitra Region, 2 projects
in the Trerin Region, 2 projects in the Trnava Region, 2 mtsjén the PreSov Region, and 1
project exclusively in the Banska Bystrica Regidhe other 23 projects were implemented in
more than one region. In 2011, we recorded the trdny 3 projects in the Bratislava Region,
by 1 project in the Banska Bystrica Region and Ipyd@ects with the place of implementation
in more than one region. We also recorded a lodsafe project in the Zilina Region and 1
project in the Trnava Region.

Figure 5.16: Overview of drawing funds by SMEs undethe Operational Programme
Research and Development in terms of the locatiorf the project

Used amount attributable to SMEs as at 31 Decembér
Location of the project 200 — 1l 21N
NUTS Il The State Private
EU funds budget NFC
funds
funds

BA 1,765,354.8¢0 311,693.49 2,077,048.29 769,507.83
TT 269,903.46 47,630.10 317,533.56 132,658.27
NR 0.00 0.00 0.00 0.00
TN 604,212.64 106,625.84 710,838.48 457,314.93
BB 41,141.55 7,260.28 48,401.83 2,547.47
ZA 245,855.759 43,386.76 289,242.51 104,503.884
PO 41,380.98 7,302.56 48,683.54 2,562.30
Projects implemented in| ) 559 114 44 222.551.95 1.483,666.49 560.324.18
more than one region
TOTAL 4,228,963.64 746,450.98 4,975,414.64 2,029,418.81

While in 2010 we had only minimal use of funds BWES in projects implemented in the
regions of Bratislava, Trém and PreSov and in the projects implemented irerttan one
region, in 2011 we recorded drawing of funds by SMken in the projects implemented in
the regions of Trnava, Banskéa Bystrica and Zilina.

Overview

As at 31 December 2011, under the OperationalrBnogne Research and Development
under the Research and Development Grant Schemete (id Scheme), ASFEU
implemented a total of 73 projects, which was bypt@ects more than as at 31 December
2010 (in 2011, Contracts to provide NFC were coaetufor 15 projects and 5 projects were
terminated extraordinarily, which means that 5 fiersgies withdrew from the contract for
various reasons). Of that, in 56 projects — NF@llog EUR 126,202,449.70 — 56 small and
medium-sized enterprises acted as a beneficiaps @ partner, and the sum of NFC in the
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contracts concluded with small and medium-sizeérgnises totalled EUR 56,112,867.92. In
2011, 10 projects in the total NFC amount of EUR348,155.30 were added, in which 13
SMEs acted as a beneficiary or as a partner.

Overall drawing increased by 1,233.15% year om,yafathat within small businesses it
was an increase by 750.48% and regarding mediuedsenterprises the growth by
1,873.86%. High percentage increases in using dherefundable contribution reported as at
31 December 2011 is evidence that evolution wagnmparably more dynamic than in 2010,
which resulted in increased activity in the impletation of particular projects of small and
medium-sized enterprises.

5.6.2 Agency for Support of Research and Develomnt

The Agency for Support of Research and Developn(eeteinafter referred to as the
“agency”) was established by Act No. 172/2005 Coli. Organisation of State Support for
Research and Development and on supplements tNA&75/2001 Coll. on Organisation of
the Activities of the Government and OrganisatdriheCentralPublic Administration, as
amended (hereinafter referred to as the “Act No2/4005 Coll.”) for the purpose of
promoting research and development and is includetie budget of the Slovak Republic
through the MESRS SR chapter by providing fundsaddress research and development
projects.

The main objective of the agency is to promotdingtedge basic and applied research
and development in all fields of science and tetdmpo carried out by the public sector,
universities, businesses and non-profit sectoriwigfublic calls announced by the agency.
Support for research and development is carriedtlordugh research and development
projects selected by the agency bodies in operetsrahnounced by the agency. The agency
supports individual projects or projects within thgency’s programmes. Research and
development projects are submitted by domestid lmgaatural persons. The starting point of
promoting research and development is the qualitii@@submitted project proposals.

Another objective of the agency is to encouragéig@pation of subjects in research and

development in the Slovak Republic in internatiorsald European programmes and

initiatives, as well as to promote bilateral and ltfateral cooperation in science and

technology, through simple financial support sch&ni® support research and development
in the business sector, the agency has approvegligbearch and Development Grant Scheme.
Under the scheme, the agency may provide aid tdl smd medium-sized enterprises for

dealing with research and development projects elsag for the development of technical

feasibility studies. The agency provides fundingorughe application submitted by the

applicant on the basis of a public call for submissof applications announced by the

agency.

The programme Support of Research and Developmentni Small and Medium
Enterprises — VMSP 2009 and VMSP 2009 - II

The programmeSupport of Research and Development in Small and Mgum
Enterprises — VMSP 2009 and VMSP 2009 - lis realised in the form of projects. It is a
special-purpose form of support for research angldpment under Act No. 172/2005 Coll.,
as amended, provided by the agency to fulfil thalgand objectives selected in accordance
with the long-term intent of the State science &uthnology policy.
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In 2011, within the Grant Scheme VMSP 2088 ,projects were financed in the amount
of EUR 4,210,897.50Within the Grant Scheme VMSP 2009 —2B projects were financed
in the amount oEUR 810,002.00

5.7 Ministry of Environment of the Slovak Republic

Ministry of Environment of the Slovak Republic (MBR) is a central public
administration authority covering the developmemid gprotection of the environment,
including nature and landscape protection, watenagament, protection of air, the ozone
layer and the Earth’'s climate system, ecologicgleaets of land use planning, waste
management, assessment of impacts on environnrenirieg a unified information system
on environment and area monitoring, geological aede and exploration, protection and
regulation of trade in endangered species of valeh& and flora, and genetically modified
organisms.

Support of small and medium-sized enterpriseseaiged within the ME SR budget
section only through projects funded by the EU aodinanced from the State budget. No
funding to support small and medium-sized enteegris provided from the ME SR budget
section.

Operational Programme Environment 2007-2013

Regarding support for small and medium-sized ents in Slovakia, ME SR as the
Managing Authority for théperational Programme Environment 2007-2013 (OP Ehas
not prepared any special programme or scheme tposuthe business. Within the OP E,
small and medium-sized enterprises (SMESs) are biseweral types of eligible beneficiaries
for the Priority Axis 3 Air Protection and Minimigan of Adverse Impacts of Climate
Change and the Priority Axis 4 Waste Management.

Within the Priority Axis 3, there were 7 projeckdirect investment support for SMEs.
Financial contribution to SMEs amounted to EUR 8$8,337.44.

Currently, the interest of businesses in implemngnprojects for reducing air pollution in
excess of the applicable regulations is declinkigo due to the fact that the biggest polluters
are great sources, which means large enterpriseqdtential of SMEs to contribute to the
fulfilment of the Priority Axis 3 objectives is lited.

In percentage terms, within the Operational ObjecB, SMEs account for about 10% of
the total amount of funds previously contractedarrttlis Operational Objective.

Within the Priority Axis 4, there were 32 projectsdirect investment support for SMEs
(planned 30 projects). In this case, the objedia® been exceeded. The financial contribution
for SMEs amounted to EUR 90,091,156.36.

7 jobs were created within the direct investmeppert for SMEs (planned 25 jobs).
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Support of activities in separated waste collect®support for SMEs limited so that in
accordance with applicable legal regulations indhea of waste management, as well as the
municipal establishment, separated waste colleetigdhe responsibility of municipalities. In
the Operational Objective 4.3 Environmentally FdigrHazardous Waste Treatment, there is
a space for the support of businesses. In percem¢aigns, within the Operational Objective 4,
SMEs account for about 25% of the total amountuwidé previously contracted under the
Operational Objective.

5.7.1 Environmental Fund
ME SR is an administrator of the State speciappse fund — the Environmental Fund,
which also provides support for small and mediuredi enterprises. In 2011, the

Environmental Fund providezupport in the form ofloansandgrants as follows:

Figure 5.17: Overview of financial support from theEnvironmental Fund

Type of | Number | Amount of Area of the Name of Name of the project
support support in support the support
EUR provided applicant
Loan 1 1,330,000.00 | Protection | Crow Zimny Stadion
of air and Arena, Kaveéianska ul. -
ozone layer | s.r.o., Modernisation and
KoSice Reduction of Energy
Consumption
Grant 0 0.00 - - -

5.8 Slovak Office of Standards, Metrology and Testg

The Slovak Office of Standards, Metrology and igs{(SOSMT) is a central public
administration authority in the field of technicdhndardisation, metrology, quality assurance,
conformity assessment and accreditation of conftyrassessment bodies. SOSMT elaborates
the concept of the State policy, carries out medtagical work and supervises the execution
of the tasks in the field of standardisation, mlefy, quality, conformity assessment and
accreditation of conformity assessment bodies.

Providing information in the SUTN Infocentre

In 2011, the Infocentre of the Slovak Standardditite (SUTN) provided advice and
consultation to 3,124 SMEs — the users of the Sfke database, which in financial terms
means the work of six employees.

In 2011, the information were available to the epteneurs even on the website of the
Office http://www.unms.sk/?metrologiaand in the Office’s magazine “Metrologia
a skusobnictvo” (Metrology and Testing) issued Iiptafour times in 2011
(http://www.sutn.sk/eshop/public/magazine_items.aspk=13.
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Library and information services

The object of these activities is making availatite documents (presentation) and
information (in person, by telephone, by e-mailjha field of standardisation. In 2011, through
the information line customers were provided compigormation in the field of library and
information and search services.

Figure 5.18a: Access to documents and informatiomithe Infocentre

Users Borrowings
vear External | Internal | Y g-hrggiell Y| Total | Take ups | Presentation| Total
818 287 2,276/551 | 3,932 852 3,660 4,512

2011

Within the presence study, the SUTN Infocentre medslable the following documents
for the engineering community: applicable standar@&T'N, abolished standards — STN, trade
standards (void), European and international staiscgaforeign standards, catalogues of
European, international and foreign standards treleic products (catalogues of European,
international and national standards bodies, aa@&iN-online service).

In the area of improved access to technical standds through the STN-online the
priority of the Small Business Act, the Slovak Stards Institute supplemented, through a
user-friendly environment, the information in thaline store of the Slovak technical
standards by free-of-charge factual summary ofcth@ent of a standard specifying the way
in which the technical standard supports and tiles content of legal regulations and acts and
the way in which the compliance with it paves theyvior the European Union market or the
market of the European Economic Area.

During 2011, the commercial model of the STN-onkvees reassessed several times, fees
were differentiated according to the individualuggments of users, however, due to the ever
decreasing contribution from the State budgetherdevelopment of standards, as well as the
fact that the majority of enterprises in Slovak&dngs to the category of SMES, no nation-
wide reduction in fees took place. IntroductionSIIE access to the full-text version of the
STN database in the read-only system focusing ertyihe of SME is planned for the years
2012 and 2013.

Upon Government Resolution No. 74/2004, SOSMT lstabdished th€entral Unit for
Directive 98/34/EC and ensures the exchange of information in thed figf technical
regulations and standards for the Slovak RepulbigdeuDirective 98/34/EC.

In order to ensure better access for SMEs and ofltenomic operators to draft
regulations of other EU Member States, the Eurofeaonomic Area and Turkey, SOSMT
sends, at request, draft technical regulationslloEd Member States and other periodic
information translated into the Slovak language.

4 Borrowings to professionals in SUTN and SOSMT.
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Figure 5.18b: The total annual volume of informatim intermediated by the Central
Units for Directive 98/34/EC for SMESs (economic erities)

2009 2010 | 2011

Number of all notifications under Directive 98/3TE 4,329 4,667 3,235
- of that number of sent summary notifications jarepl 189 203 178
by the Central Unit of the Slovak Republic at SOSMT

In addition to providing information to SMESs, thbjective of this procedure is also support
of the possibility to comment on draft technicajukations of the EU Member States, EEA
countries and Turkey.

Since 2009, th&lational Contact Point for Products has been established at SOSMT that
provides information to SMEs and other economicitiest on technical rules and
requirements arising out of prior authorisationplegal in the EU Member States to products,
on the application of the principle of mutual resitign and the application of Regulation
(EC) No. 764/2008 on mutual recognition and con@@ata of the competent authorities,
which can be contacted directly in order to obtaiore detailed information. In 2011, the
National Contact Point for Products answered al twkal68 applications for information.
Most applications were sent by domestic entitie®i{@ of 141), in particular by SMEs.

5.9 Industrial Property Office of the Slovak Repubic

The Intellectual Property Office of the Slovak Rbjic (IPO SR) is a central public
administration authority in the field of industripfoperty. IPO SR carries out the central
public administration in the field of protection afiventions, utility models, designs,
topography of semiconductor products, trade madlksjgnation of origin of products and
geographical indication of products. It also ke#ps central fund of patent literature and
provides exchange and accessing information itfighe of industrial property rights.

In 2011, IPO SR supported 49 small and mediundsezgerprises within the programme
namedPre-diagnostics of Industrial Rights.

The programme aims to raise awareness of indugir@perty, promote innovation,
creativity and competitiveness of SMEs. Pre-diagjosss aimed to analyse the situation in
the company, to acquaint it with the possibilitadsindustrial legal protection, highlight the
possible effects of unfair competition, and to pdevfree and objective recommendations.
IPO SR provides a service for SMEs within the prbjaf collaboration with the European
Patent Office free of charge.

During 2011, the Office staff visited 49 mainlynovative companies from Slovakia.
Overview of regions in terms of the number of \&ditcompanies: Banska Bystrica (12),
Trercin (11), Zilina (9), Bratislava (6), PreSov (5) tfdi (3) and Trnava (3).
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Evaluation of aid provided

The reflection of this public service is 33 apptions received from the companies
analysed in 2011, i.e. 18 trademark application€ommunity trade mark application, 6
patent applications, 9 applications for utility nebdnd 1 design application. Overall, during 4
years since launching the service, 107 applicatfongandustrial right subjects have been
received from the analysed companies as a respleediagnostics of industrial rights.

5.10 Programme of the European Bank for Reconstrucn and
Development to support sustainable energy in Slovek— SLOVSEFF

Since the end of 2007, through selected commetmaalks, the European Bank for
Reconstruction and Development (EBRD) has carrietl the SLOVSEFF programme
(Slovak Sustainable Energy Finance Facility) tonpote energy efficiency projects in the
residential sector, industrial sector and renewahkrgy sources projects in Slovakia. Private
companies, including small and medium-sized eniggpy can obtain investment loans in the
amount of EUR 20 thousand to EUR 2.5 million frdre tredit line of the SLOVSEFF in one
of five Slovak banks (Slovenska spofite, a.s., VUB, a.s., Tatra banka, aGSOB, a.s.,
UniCredit Bank Slovakia, a.s.) to implement theusimess plans aimed at reducing energy
consumption in the industrial production or renel@amergy sources. Total credit facilities in
the SLOVSEFF programme in the amount of EUR 15@ionil are supplemented by a grant
component from the Block V1 Bohunice Nuclear PoRiant International Decommissioning
Support Fund (BIDSF — Bohunice International Decossimoning Fund), totalling EUR 30
million by now. Upon the successful implementatafnprojects, entrepreneurs will be paid
the non-refundable contribution of 7.5% of the amtodrawn down for projects of energy
efficiency in industrial production and from 5% 1%% of the amount drawn down for
projects of renewable energy sources, dependinghentype of renewable energy and
expected annual production.

After the successful first phase of the progran{®ieOVSEFF | — 2007-2010) with the
provided volume of credit facilities totalling EUSD million, of which EUR 15 million were
provided to the business sector, in the secondep{alsOVSEFF Il — 2010-2012) with the
amount of funds of EUR 90 million, as at 30 Apr@12 loans in the amount of EUR 68
million (304 projects) were provided, while the @ming EUR 22 million have already been
allocated to applications with the assumption df fslawing during 2012. As at 30 April
2012, the business sector participated in the imelgation of the SLOVSEFF Il programme
in the volume of EUR 20 million, and energy effitoy projects in industry amounted to
EUR 12.7 million (28 projects) and renewable engrgpjects EUR 7.3 million (6 projects).
The average amount of energy savings in the indlstector reached 20% from baseline,
saving heat of 114,642 GJ per year, reduction éctetity consumption of 601 MWh per
year, and the share of the sector in the total amotireduced CO2 emissions was 26%
(9,045 tons per year of total 34,797 tons per ydastalled capacity for renewable energy
projects reached 5.43 MW, production of energy #%,MMWh per year, the share of the
sector in the total amount of reduced CO2 emissieashed 37% (12,837 tons per year of the
total 34,797 tons per year).
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6. Evaluation of support programmes implemented by
NADSME

6.1 Training and counselling programme for the selectedjroup of those
interested in business

In 2011, NADSME implemented support for those iested in business through
providing subsidised counselling and educationalises via a collaborative regional
network of 10 Regional Advisory and Information @es (RAIC), 3 First Contact Centres
(FCC) and 2 business incubators (BI).

These centres provided 385 information consultatodalling 363 hours in areas needed
to establish especially a small business and Bteihess, and 586 professional consultations
totalling 1,600.50 hours in various areas neededhe development of business activities.
For the purpose of obtaining funds to start businesgional consultants developed 291
business plans. The programme paid for the orgamisaf 41 courses for 782 participants
totalling 1,450 hours. The organised trainings weneised on topics of basics of business or
development of a first business plan. Servicesigeawere financed from the State budget
in the amount of EUR 85,656.68. Through subsidissgional service providers, 724 new
businesses were created.

Figure 6.1: Subsidised consultancy and training seices for those interested in doing
business within the Training and counselling progranme for the selected group of those
interested in business realised through the networlof regional service providers and
funded from the State budget provided in 2011

Centre ::rgr?gﬁ]l?atlltci)c?n Expert consultation | Business plans Training
Number | Hours | Number | Hours Number Number Hours
BIC TI Prievidza 22 11 22 108 21 3 107
FCC Brezno 4 4 10 27.5 0 0 0
FCC Medzilaborce 15 14,5 18 57.5 2 0 0
FCC veky Krtis 15 15 31 106 16 0 0
Bl SpiSska Nova Ves 26 17 42 54 0 4 78
RAIC Dunajska Streda 49 49 92 296 8 0 0
RAIC Komérno 18 17.5 28 106 43 3 46
RAIC KoSice 18 18 4 9 17 4 73
RAIC Lugenec 19 19 25 88 10 5 82
RAIC Nitra 10 10 43 60 3 4 88
RAIC Poprad 7 6 9 18 6 9 139
RAIC Povazska
Bystrica 15 15 38 85.5 8 2 34
RAIC PreSov 0 0 0 0 0 2 49
RAIC TrebiSov 6 6 14 66 5 1 19
RAIC Trertin 161 161 210 519 152 4 67
Total 385 363 586 1,600.5( 291 41 782

2011 was the fourth year during which client sat&bn with the provided advisory and
training services was monitored. The aim was tdysthe quality of services provided by the
contracting centres, verify the scope and impleatenrt of the objectives of the programme,
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obtain an overview of the impact of the programuotesck the customer satisfaction, and to
use and redistribute efficiently the funds allodate the programme. The survey addressed
46.32% of the total number of clients (1,183),ledrh 544 were involved in the monitoring of
the client satisfaction. Evaluation carried out dients and the assessment of short-term
impacts showed good performance of the servicesiged and efficiency of the State
programme.

6.2 Support scheme of counselling and training of SMEfDe Minimis Aid
Scheme)

Counselling

NADSME implemented support for SMEs even by prawdthe beneficiary counselling
and information services through professional amgisn the regional centres RAIC, FFC,
business and technology incubators (BaTl) and tlenyg Entrepreneurs Association of
Slovakia (YEAS). Services were partially fundednfirthe State budget.

Figure 6.2: Subsidised consultancy services for sithand medium-sized entrepreneurs
within the Support scheme of counselling and traimg of SMEs (De Minimis Aid
Scheme) realised through the network of regional seice providers and funded from the
State budget provided in 2011

Informatic_)n Expert consultation Business plan
2011 consultation

Number Hours Number Hours Number
BlaTC Banska Bystrica 10 16 105 407 0
BIC TI Prievidza 28 30.5 61 417 11
FCC Brezno 43 62.5 60 179.5 0
FCC Medzilaborce 10 13 20 148 0
FCC Michalovce 5 6 0 0 0
FCC Poltar 14 19 0 0 0
FCC Vdky Krti§ 21 32 12 30 12
RAIC Dunajska Streda 51 73 24 97 4
RAIC KoSice 1 1 0 0 0
RAIC Lucenec 11 20 11 67 0
RAIC Nitra 35 51 0 0 0
RAIC PovaZské Bystrica 6 8 22 128 2
RAIC PreSov 18 24.5 21 94.5 0
RAIC TrebiSov 5 5 5 22.5 1
RAIC Trertin 9 12 7 23 1
Scientific and Technologica 16 20 93 392 0
Park (STP) Zilina
YEAS Bratislava 4 45 139 528 2
Total 287 398 580 2,533.50 33
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Entrepreneurs were provided with 287 informatiomstdtation totalling 398 hours
focused mainly on programmes and projects to supfMEs and 580 professional
consultations in various fields necessary for thether development of business activities
totalling 2,533.5 counselling hours. 33 businessiplwere developed and reviewed in order
to obtain loans within the financial support schenw from commercial institutions.
Counselling services provided to small and mediizaesenterprises were financed from the
State budget in the total amount of EUR 53,311.02.

Training

Support in the field of training of small and medhsized enterprises and their employees
was provided in order to enhance their professiguaéntial, management and soft skills,
access to current information in the field of bes& management and entrepreneurship,
increasing competitiveness, as well as mitigatimg impact of the financial and economic
crisis and increasing survival rate of businesses.

In accordance with Commission Regulation No. 1998&the support within the De
Minimis Aid Scheme was provided through non-refusidafinancial contributions (NFC).
The call for NFC applications was announced on &6dmber 2010. By the closing date 15
February 2011, a total of 147 applications wereeikezl, and the evaluation process was
completed on 1 March 2011. Contracts to Provide N&tlling EUR 175,958.66 were
concluded with thirteen businesses. All activiteesd withdrawal of funds from the State
budget performed by the beneficiaries as well aBIADSME were completed in accordance
with Act No. 523/2004 on Budgetary Rules in Pulflidministration by 31 March 2011. At
the end of the period under consideration, alltdlkm projects were completed and the total
drawing amounted to EUR 164,893.78.

6.3 Support of SMEs through incubator care

Business and technology incubators are an impopiatof the support infrastructure for
start-up small and medium enterprises. Their mmsd® to provide the start-ups with
comprehensive support in one place and createbseiggarting conditions for the operation of
their business, in principle for three (3) yeamirthe start of their business.

The basis of provided services is renting officesl ananufacturing and warehouse
premises at prices lower than the current commleraaaket prices and administrative support
to the companies (such as providing meeting andeptation rooms, selected secretarial
services, technical infrastructure, etc.). In addit to business premises and basic
infrastructure, incubators provide their clientshatraining and consultancy according to their
needs, such as development of business plans,eadwicobtaining reimbursable or non-
reimbursable funds for business, support in théchagal issues and protection of intellectual
property, development of marketing strategies, joiiog contacts, and the like. The extent
and form of support in the incubators varies adogrdto the type, orientation and
professional staff capacity. Compared to technolmgybators that are linked to academia
and research base, traditional business incubptovéde different services with local impact.

Building a network of incubators in Slovakia stdrten 2002. In various regions of
Slovakia establishment of 17 incubators was suppdobly the State budget, pre-accession
programmes Phare, cross-boundary collaborationrgnoge, structural funds and funds of
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other donors (e.g. the Flemish Funds, or munidipa). Half of them are located in the
districts of eastern Slovakia, in regions with highemployment rate and a lower rate of
SMEs. To enable new incubators to fulfil their nessand objectives, through the State aid
the MoE SR in cooperation with NADSME invested fartd maintain their serviceability.
Since 2004 (with the exception of the year 2006 rwhe funds from the State budget were
allocated for operating costs) 13 business andhtdofly incubators have been supported in
such way in different contractual periods. Theltstgport of operating costs of those entities
is almost EUR 890 thousand paid from the State éudg

Support from the State budget in 2011

In 2011, within the programme Promotion of SMEsotlgh Incubators and the
Implementation of Research-based Spin-off, two liatars were supported from the State
budget (SB 2010 and SB 2011) in the total amouWR 14,771.83. The funds provided to
the incubators were used to cover part of the ojpgraosts and a loss that they suffered as a
result of providing rent at prices lower than comcred market prices and due to the
provision of additional services for companies gdime incubator care.

Figure 6.3: Overview of the amount of money spentot support the operation of
incubators in 2011

Incubator Town Grant in EUR
Business Incubator ASTERION Handlova 7,541.17
Incubator House Moldava nad Bodvou 7,230.66
Total from the State budget 14,771.83

As at 31 December 2011, the occupancy ofBhsiness Incubator ASTERION Handlova
was 95%, and incubated companies accounted for T@&¥hpared to the previous period, the
number of incubated companies in the incubatoredesad from 14 to 13, which employed a
total of 48 persons, while their subjects wereipaldrly business consulting, trade, sales and
services. Regarding services provided to the inedb@ompanies, the incubator focused
primarily on advising, economic, office and confere services, discount rental, internet and
telecommunication services, joint marketing andnpobion, protection and maintenance of
the premises.

The occupancy of thencubator House Moldava nad Bodvimcreased to 87% as at 31
December 2011. Incubator activities and serviceeewental of premises and equipment,
providing secretarial services, promotion of ati@d of the incubator and rental companies,
work on projects, and consulting provided to stgus-

As at 31 December 2011, the two incubators placddta of 17 start-ups in their
premises which created 60 jobs, and another 1@p&raere employed in the management
and administration of the incubators. During thary@0 new enterprises with 65 jobs came to
the incubators, and 8 businesses left the incubakor various reasons. Average total
occupancy in the two incubators, which in 2011 wegranted from the State budget, was
91%.
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Details of the network of incubators
As at 31 December 2011, 88 companies, 20 of whielevinnovative, which together
created 602 jobs, were placed in 13 business amhdéogy incubators. Other 37 jobs were
created in the management and operation of théatots. The incubated company means a
company whose period of existence at enteringrtbebiator is maximum three (3) years and
which uses the services provided by an incubatdeufavourable conditions only during the
first three (3) years after entering the incubaarring 2011, 71 new start-ups with 247 jobs
entered the incubators, of which 23 left the in¢aks Average occupancy in 13 incubators

was 89%.

Figure 6.4: Details of occupancy and the number dirms and jobs in incubators as at 31

December 2011
Number of
Total area Overall Overall Number of N (Bl 1D ire
Technology / Business Incubator| for rentin | occupancy | occupancy incubated . umk_)er <l managemgnt
m2 in m2 in % companies (IC) IS i 2l e
of the
incubator
Business Incubator and
Technology Centre in Banska
Bystrica 1,066.27 863.97 81% 4 4 3
University Technology
Incubator, STU Bratislava 790.00 746.96 95% 12 43 2
Business Incubator in Gelnica| 2,600.00| 2,501.00 97% 6 321 1
Business Incubator in Handloya 951.00 918.31 95% 13 48 10
City Business Incubator in
Martin 517.60 517.60 100% 4 15 0
Business Incubator in Spidskd  740.00 713.00 96% 2 2 0
Nova Ves | and Il 1,230.00 | 1,037.00 84% 0 0 0
Incubator House in Moldava
nad Bodvou 445.00 385.00 87% 4 12 0
Technology Incubator Centre |n
PreSov 889.80 847.10 95% 8 28 5
Business and Innovation Centre
— Technology Incubator in
Prievidza 1,032.00 958.00 96% 10 42 5
Business Incubator in Rtidva | 1,779.00| 1,690.00 95% 13 50 2
Technology Incubator
Inovatech in Sladkowbvo 1,158.55 641.37 55% 5 11 5
Science and Technology Park|in
Zilina 810.00 650.00 80% 7 26 4
TOTAL 14,009.22 | 12,469.31 89% 88 602 37

* Statistics are given for incubators, which prodideformation.

6.4 Venture capital funds

NADSME has been implementing support for growtleotred business projects by
providing venture capital (contribution to the rggred capital of companies) through a
specialised subsidiary company — the Fund of Fgnds. The long-term mission of the Fund
of Funds s.r.o. is regulating the activities of farticular funds in order to stimulate the
development of the SME sector in the whole teryitoir the Slovak Republic, to increase the
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amount of financial resources of particular funaisgd to use made profits to implement the
long-term goal of supporting small and medium-sieaterprises.

In 2011, the company Fund of Funds s.r.0. manageshture capital funds without legal
personality (Seed Capital Fund, Regional Seed @lapitnd, INTEG Fund and SISME Fund)
and 3 venture capital funds with independent lggaisonality (Fond Seed Capital, k.s.,
Slovak Development Fund, a.s. and Slovak Growthit@lajpund, a.s.). The establishment of
funds with the independent legal personality cikatee conditions for the entry of
institutional investors into the funds in orderiherease the amount of funds available for
SMEs, to manage funds by professional managemempaoies and also cover a wider range
of requirements on the amount of investment for tdrget SMEs. The INTEG Fund is
currently inactive.

According to preliminary data, in 2011, within aénture capital funds in the portfolio of
NADSME/Fund of Funds s.r.o., 25 investments weadised totalling EUR 11,470,545.00 as
shown in Chart 44.

In 2011, the largest investment was directed toaifea of information technology. The
volume of financial resources of the fund investedhat segment reached EUR 5,000,000.
Even the energy segment recorded a high voluméenamount of EUR 4,149,610. In
addition to the above, investment proposals focusedhealth care were realised in the
amount of EUR 827,203, production services in t@ant of EUR 443,668, woodworking
in the amount of EUR 191,314, the food processinaystry in the amount of EUR 43,000
and the chemical and pharmaceutical industry inameunt of EUR 35,000. The sectoral
structure of the investment is shown in Chart 45.

The volume of divestment in 2011 reached EUR 934, The Slovak Development
Fund a.s. recorded the highest divestment activitthe amount of EUR 3,736,698. The
largest volume of divestments was recorded in tiergy segment in the amount of EUR
3,623,000. The volumes of divestments broken dowrfund and industrial structure are
shown in Chart 46 and Chart 47.

Figure 6.5: Overview of realised investment in theportfolio of NADSME / Fund of
Funds s.r.o. in 2011 by investment phases

Investment phase Amount of investment in EUR
Seed 872,467
Start up 4,798,078
Development 5,800,000
Total 11,470,545

A total of 9 complete and 4 partial divestmentsewvezalised. Distribution of divestments
by individual funds is shown in Figure 6.6

Report on the State of Small and Medium Enterprises in the Slovak Republic in 2011 145



Figure 6.6: Distribution of divestments in 2011 byund

Fund Amount of divestment | Status of the divestments
in EUR

Fond Seed Capital, k.s. 2,213,808 4 complete, tBapar
Slovak Development Fund, a.s 3,736,698 2 complete

+ assignment of claims
Slovak Growth Capital Fund, 3,225,000 1 complete
a.s.
SISME Fund 319,068 1 complete, 1 partial

Currently, in the lingering economic crisis, théeofof venture capital helps firms to fund
promising projects that could not be realised adutaé restricted access to financial resources.

6.5 The national website for small and medium businesse
www.msponline.sk

Electronic information retrieval is currently thastest evolving service of all. A number of
small and medium-sized, as well as potential bsse® often visit the Internet to obtain the
most current and accurate information. In ordemt&et the needs of the target group of the
National Agency and to facilitate their accessnmimation in 2001 the programme Website
for SMEs was approved.

From that moment the website has undergone removatid updating in order to adapt to
constantly changing conditions of the business hardrnet environment. During 2011,
www.msponline.skunderwent minor changes aimed to make the welalpodre simply and
clear for its visitors. Main objective of the pragime is to ensure and maintain the quality of
providing a comprehensive package of informatianrSMES in one place.

Within the project, free business counselling carfdund on the website, through which
in 2011 businesses we provided with advice and arswo their questions. During the year
we answered 300 business queries.

Obchodnypartner.sk

The part of the web portal wvw.msponline.sk is also the website
www.obchodnypartner.skt has two main functions:
1. It serves as a contact point for business cabioer;
2. It also serves as a database of business coaspani

It allows simple B2B trading. After free registi@t, SMEs may publish their demand and
supply on the website. The website Obchodnypagkeoperates so that the Slovak
entrepreneurs may themselves update offers ofgloeils and services and seek actively their
own business partners.

Monthly Entrepreneurship

An integral part of the programme is a specialisaine magazine named the Monthly
Entrepreneurship, which can be foundhttp://mp.msponline.skin 2011, the magazine was
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distributed to about 5,000 e-mail addresses eaaitm&ymbolic annual fee of EUR 4.98 is
paid for the entry into the system, in which entemgurs can find the current issue and
archives of all issues of the magazine.

Monthly Entrepreneurship is issued on a monthlyiso@nd includes everything that
entrepreneurs running small and medium businesss$sto know:

- Current news concerning taxes and levies;

- Changes and amendments to the relevant legislation;

- Legal and financial counselling;

- News from the web environment, social networks, muadketing;

- News from the EU,;

- Seminars, exhibitions and fairs;

- Calendar and responsibilities of an entrepreneur;

- Current calls addressed to businesses.

Figure 6.7: Overview of the NADSME web portal visitrate in 2011

Monthly
Indicator average Total
Website in 2011 in 2011
http://nadsme.sk/ 6,642 79,707
. http://msponline.sk/ 11,458 137,498
Number of visits http://mp.msponline.sk/ 3,122 37,472
www.obchodnypartner.gk 1,099 13,188
http://nadsme.sk/ 23,537 282,447
Viewed pages http://msponline.sk/ 19,137 229,6b3
http://mp.msponline.sk/ 5,752 69,0R0
www.obchodnypartner.gk 1,959 23,506

6.6 Projects to support entrepreneurship

During 2011, NADSME participated in the continuedplementation of national and
international projects in the environmental field, the area of involvement of Slovak
entrepreneurs in European policy-making, promotibfemale entrepreneurship in Slovakia,
and support of innovative activities.

The project GO ECO! Environmental Services for SMEs

Since 1 March 2010, within the Enterprise-Européwidek, NADSME was involved in
the implementation of an international project aina¢ internationalisation of activities in key
areas of environmental strategies and policiehefEuropean Union in relation to SMES in
the regions of Slovakia. For this purpose, an ir@gonal consortium GECKOS was created
consisting of organisations from France, Czech Rkpu Sweden, Spain and Slovak
Republic. The consortium prepared a joint propofal a pilot project GO ECO!
Environmental Services for SMEs, which aims tosisSMEs in environmental issues in the
sectors of the food processing industry, surfaeattnent and metal processing, and waste
management. The focus of the project is crosses@lti oriented to the implementation of
current environmental policies and programmes. iegs and their implementation were
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opened as a feedback on the initiative from the Sidronment. In the project, we focused
on comprehensive advisory services and facilitadingntation in the issues of environmental
legislation and standards as well as the praateaisation of audits and diagnostic of energy
losses in individual SMEs. Implementation of the@ject will be completed in 2012 after
fulfilment of all planned activities and indicators

The project outcomes are also feedback for the nplgn and implementation of
environmental policies of the European Union. Ga éther hand, services provided allowed
SMEs to implement European standards in key aréanwaronmental requirements and
programmes carried out in the regions of Slovakthin the project, free services were
provided to SMEs through seminars and training e as direct consultation with SMEs or
through the NADSME communication tools.

The project Participation of Slovak SMEs in European Policy-making

The European Commission has long been trying gngthen the participation of small
and medium-sized enterprises in shaping Europegisldéion. It therefore decided to act
actively, and in April 2009 it published the cahmed SME Panel — Communication with
SMEs that involved 11 European countries (Belgineece, Czech Republic, Bulgaria,
Germany, the Slovak Republic, Lithuania, Italy, iBpa&omania and Ireland). NADSME
together with the RAIC PresSov responded to thelmalbreparing the project Participation of
Slovak Small and Medium Enterprises (SMES) in Shggiuropean Legislation.

The project was designed not only to introduce Rafioe Small and Medium Enterprises
(SMEs) as an effective means of feedback, but mamimprove communication channels
between small and medium-sized businesses, thepisteeEurope Network partners and the
European Commission. The aim was to involve Slarakll and medium-sized enterprises in
active participation in the process of preparind anplementing EU legislation by phone or
e-mail or through active participation in seminaBy. obtaining their views, inspirational
ideas or feedback on the upcoming EU legislatioay tlitontributed effectively to the
development of the business environment in the EU.

Implementation of the two-year project began in 8aR010 and continued throughout
2011. The topics of panel discussions addressechdinmonisation directives, alternative
dispute resolution, patent valorisation and eleutrgignature. A total of 74 Slovak small and
medium-sized enterprises involved in the projebt$MEs and 18 contributions or completed
guestionnaires in the panel concerning the harmatois directives, 16 SMEs in the
alternative dispute resolution, 16 SMEs in patesibrsation, and 27 SMEs in electronic
signatures), which is admittedly only a very snsaimple, but it suggests that the Slovak
small and medium-sized enterprises wish to pasdteign creating a favourable business
environment in which they are the main actors. Resi particular panel discussions can be
found on the websitevww.enterprise-europe-network,sknd the pan-European results of
particular panel discussions will be incorporateo ithe prepared European legislation.

The project Support for Research and Development irfMEs (Making Progress and
Economic enhancement a Reality for Small-to-Mediunknterprises - MaPEeR SME)

The international project funded by the EU was &nad in late 2009, and after two years
of implementation it was successfully completed3érDecember 2011. Its aim was to obtain
a comprehensive view of the content, implementadiath impact of existing programmes and
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initiatives on the support research and developrfeanEMEs at the European, national and
regional level and to convey the results in easyewstandable form to SME representatives
and policy-makers in that area.

During the two years of the project, NADSME in ceagtion with Czech partners (as we
covered also that region within the project) eveddaa total of 70 specific questionnaires
from small and medium-sized enterprises. Withindhths, 11 personal visits to SMEs were
realised in Slovakia in order to get views, comreeshd suggestions on the operation of
programmes and initiatives to support research daxklopment in SMEs. Based on the
evaluation of the survey and personal meetingsnapocehensive analysis of the needs and
existing barriers to SMESs to participate in progeict research and development was prepared.
A comparative analysis of six Slovak programmesupport research and development in
SMEs was also prepared, which, at the end of 28lbhg with other studies covering all EU
Member States, was presented at the European denkko the European Parliament and
contained various recommendations of experts irfighe of support programmes as well as
SMEs that, after being considered, will be incogbed into the upcoming programme
HORIZON 2020 as the successor to the Seventh Frarkerogramme. During 2011, two
meetings of the so-called European Panel of Expeet® held. The panel brings together
experts in research, development, preparation muptementation of programmes to support
research and development for SMEs and SMEs thepseutcomes and recommendations
of the expert body will also be used for the EusypeCommission by the European
Parliament and the national authorities to remaiaré barriers and difficulties to SMEs in
accessing programmes to support science and rasédoce information and results of the
project can be found on the websit@w.mapeer-sme.eu

The project Promoting Women’s Entrepreneurship in Sovakia (Boosting the Female
Entrepreneurship in Slovakia — BFES)

On 31 July 2011, the project Boosting Female Emémgurship in Slovakia was
completed, which started a new wave of supporfdorale entrepreneurship in Slovakia. In
the two-year duration of the project;, NADSME togethwith its partners addressed a
thousand mothers on maternity leave, unemployedgests, but also employed women, who
were thinking about becoming independent and tb&mn business career. Our women
Ambassadors motivated and encouraged 639 partisigdmmotivational and superstructure
seminars as well as many students and participauttsde the project activities by their
entrepreneurial stories, advice and mediation @if #xperience.

Project activities were not concentrated only ie WWestern Slovakia, on the contrary,
seventeen superstructure and motivational semifisesmeetings with students, as well as
other events organised within and even beyondrtmedwork of the planned project activities
covered evenly throughout Slovakia. In each regib8lovakia a motivational seminar and a
superstructure seminar for potential women entreqres in the respective region were held.
In the initial motivational seminars, 448 womentjggpants could learn the ideas, in which
area to carry out a business, how to get motivatdere to find funding and the courage to
start a business, and the basic steps to geta&td8tsed on the evaluation questionnaires,
ladies saw lack of funds, lack of courage or infation, as well as a deterrent bureaucracy
being the biggest obstacles to business. Nothiaggdd in this regard, even after evaluating
the superstructure seminars. Within their programthey focused on creating a business
plan, financial plan, or the area of marketing aalyertising. Just the specification of the
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programme required that the 182 participants wahg women who had a realistic idea of the
area in which they wanted to start a business.

Retail, salon for dogs, pre-school education, acting and consulting, graphic design,
expert translation, tourism, manufacturing of casglgifts and clothing, teaching foreign
languages, online jewellery sales, third sectojegote and the like — these are only a few
business ideas that potential women entrepren@aidet] to realise. And some of them were
really successful — according to a survey conduetexh thanks to the activities of the project
Boosting Female Entrepreneurship in Slovakia al39% of the women surveyed started
their own business. In the previous two-year perithdough their business stories and
practical tips the Ambassadors of the women ergreqrs in Slovakia stimulated more than
a thousand of women not to hesitate and start tveirbusiness career.

However, support for women’s entrepreneurship by DSME has not ended by
completion of the project. On the contrary, whether person or via the website
www.ambasadorka.slkhe Ambassadors continue to inspire by theiriestcaind advise how to
start a business. NADSME also continues to seekl¢lrelopment of ideas and the feasibility
of future projects for women start-ups.

The project Guardian Angel for Women Start-ups (Guadian Angels for Female
Entrepreneurs — GUARD4FEMENT)

NADSME, in cooperation with its partners, continuesdeal with the advertising and
promotion of women’s entrepreneurship in Slovakis,evidenced by the launch of the new
two-year project entitled Guardian Angels for FeenBhtrepreneurs — GUARD4FEMENT
funded by the European Commission.

Following the initial stimulus in support of womereéntrepreneurship in Slovakia, which
were Ambassadors for women entrepreneurs, now meeatal women mentors, some kind of
“guardian angels”, have taken over the baton tan#he project. They will mentor, guide and
advise women start-ups in times of their businesgirmings. During one year, fourteen
experienced businessmen and businesswomen widdponsible for leading their mentees —
women start-ups that have decided to embark on ol business career, and helping them,
free of charge, to solve specific problems assediawvith the business, whether it is
management of a company, managing employees, rnéognwork and family life, the
courage, or lack of support from family and frientlentors are entrepreneurs or women
entrepreneurs who run their business successfatlyniore than 5 years, are aware of the
challenges that women entrepreneurs face in the waars of the business and are willing to
advice and share their experience and business-koowwith the women entrepreneurs.

During the first months of the project, in addittmn1l5 mentors, the evaluation committee
selected 33 novice entrepreneurs who have undertekgarticipate in that pilot project.
After initial training and conferences organisedhi one year, they will meet their mentors
personally at least once a month and get the oppitytto move their business forward.

Even the general business public will come int@ws that, through its participation in 3
regional seminars, will learn many interesting $atom the world of mentoring, and new
possibilities for being mentored by more experiehcelleagues will open up for it. More
information about the project can be found on tlebsite www.podporapodnikaniazien.sk.
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The project CluStrat (Boosting innovation through rew cluster concepts in support of
emerging issues and cross-sectoral themes)

On 1 October 2011, the National Agency for Develepmof Small and Medium
Enterprises (NADSME) started implementing the inéional projectBoosting innovation
through new cluster concepts in support of emerggsges and cross-sectoral themekich
is known as the CluStrat and is implemented witthia Operational Programme Central
Europe. It has become a part of the team of 18rexgmel professional organisations from
Central Europe under the leadership of the StesaBaropa-Zentrum in Germany, aimed at
promoting innovation through new cluster concepts.

Clusters are one of the essential tools to sugpertlevelopment of small and medium-
sized enterprises (SMEs). The aim of their existaado promote cooperation between SMEs
in a particular sector. Automotive, engineering amgrism clusters are the most popular in
Slovakia, which incurred despite a difficult sitioat — Slovakia has not any appropriate
legislation to define and support clusters as well.

The existence of clusters not only in Slovakia kigo in other EU countries and
especially in Central Europe is subject to theaditional form — cooperation only within a
particular industry and focusing on traditional tees (machinery, automotive, tourism).
Therefore, the aim of the project CluStrat willtbechange the view of operating clusters and
transferring best concepts to cluster policies rafividual countries. In addition, it will
prepare and test new forms of operation of cluste@entral Europe.

The project Responsible Small and Medium Enterprisg in Slovakia

Last year, NADSME continued implementing the projeesponsible Small and Medium
Enterprises (ReSMEs). Along with the lead partnethe Pontis Foundation and another
partner — CSR Europe, also the Slovak Chamber afir@erce, University of Economics in
Bratislava and the Ministry of Economy of the SlkWRepublic cooperated on the project.

The ReSMEs project has three main objectives. Fsedbjective is to raise awareness of
corporate responsibility (hereinafter referred ® “€R”) among the Slovak SMEs by
disseminating information on corporate responsibdind experience in Europe. The second
one is to increase the competitiveness and subihipaf SMEs by implementing corporate
responsibility strategy and enforcement responséslin supplier relations. The third one,
but equally important objective is to build capgan the area of corporate responsibility
strategy for key stakeholders involved in the depeient of SMEs in Slovakia. The target
groups of the project are mainly Slovak small anédmm-sized enterprises and
entrepreneurs, key regional and national orgaoisatiocused on the development of SMEs
in Slovakia, large enterprises and multinationahpanies as well as university students and
academic institutions.

The project objectives are fulfilled by severalates, while NADSME implemented the
following three objectives. A representative survaynong small and medium-sized
enterprises about the perception of corporate respiity was implemented and evaluated
even in 2010. In 2011, NADSME prepared three regjigrainings in the cities of Banska
Bystrica, KoSice and Bratislava for professionavisdrs, consultants and trainers from
organisations supporting the development of SMEdifferent regions of Slovakia. A total of
36 experts were trained about the concept of catparesponsibility, the implementation
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process and advantages of CR in companies. Everesiis of a survey conducted among
1,001 SMEs as well as comparison of attitudes @fiepreneurs and the public to corporate
responsibility were presented.

Training and information of entrepreneurs aboutttimc of corporate responsibility and
the introduction of that concept into the stratega@d processes of small and medium-sized
enterprises was the subject of 12 seminars inrdifitecities in Slovakia designed primarily
for entrepreneurs. The participants of the seminarsed “How to be successful? Carry out
business responsibly!” — one of the most importactivities of the project, were also
representatives of non-profit making organisatidasal authorities, teachers and university
students. Some events were specialised, focusisganors specific for the respective region,
such as automotive industry, agriculture, elect®nand energy industry, or they were
accompanying events within the nationwide and satexhibitions devoted to different areas
of economy, such as the International Engineeriaig. A total of 295 participants received
basic information and explanations about corporasponsibility, how it can help the
company to carry out the business better and mféfieieatly, how to have satisfied
employees, be positively perceived by the surraumpdout also how to save and protect the
environment. Participants were familiar with seVergamples of responsible Slovak SMEs
and certain established and best practices of catgeocial responsibility.

In the first quarter of 2012, education of entregas continued at regional seminars in 6
other towns in Slovakia.

Report on the State of Small and Medium Enterprises in the Slovak Republic in 2011 152



7. Enterprise Europe Network

The Enterprise Europe Network (EEN) with more tB&0 contact points in 44 countries
and nearly 4,000 experienced employees is the daigjeucture in providing expertise and
business services with a primary focus on small mxedlium-sized enterprises not only in
Europe but also globally.

EEN in Slovakia is represented by the project BE88&vakia (Business and Innovation
Support Services in Slovakia), which was initiateltbwing a call for proposals for CIP with
a deadline in April 2007. The BISS Slovakia projesbrdinator is the BIC Bratislava and the
other partners are the National Agency for Develepimof Small and Medium Enterprises,
the Slovak Chamber of Commerce and Industry, thgidRal Advisory and Information
Centre PreSov (RAIC PreSov), the BIC Group and EtivAsk.

Despite being designed in particular for SMEs, Ede&xvices are available to companies
of all sizes, regardless of whether they operatenamufacturing or providing services.
Furthermore, they are intended for research inestuniversities, technology and business
centres, and innovation and development agencies. network assists clients in finding
business partners, especially in countries that tleenot know, providing individual on-site
visits to assess the needs of society and proddie@aon a wide range of business issues. An
extensive and well-maintained database enablesrdiff contact points to stay in constant
communication and gather offers and requests abkst a partnership.

The aim of EEN is to help especially small and raedsized enterprises to develop their
innovative potential and to raise their awarenasshe policies of the Commission. This
initiative of the European Commission gives enteepurs the contact points (one stop shop),
where they can seek advice and a wide range df/easiessible services to support business.

The main objectives of the network are as follows:

- Strengthening the synergies between the networkngxar through the provision of
integrated services;

Maintaining and continually improving access, proiy, quality and professionalism of
the integrated services provided by the network;

Raising awareness, especially among SMEs, reganpdaiigies of the Community and
services offered by the network, including raisiigvironmental awareness and energy
efficiency of SMEs, as well as awareness of theesmmn policy and structural funds;

Consulting with businesses and getting their opision Community policies;
Ensuring complementarity between the network ahdrgbroviders of services for SMEs;
Reducing the administrative burden for all parties.

Website

Comprehensive information on the activities of tBaterprise Europe Network in
Slovakia is available on the websitevw.enterprise-europe-network.sk
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Current information directly into your e-mail box

Registered entrepreneurs were regularly informedutfh e-mail about news from the
European business environment — current artiockeslers and calls for proposals for projects,
upcoming events (courses, seminars, information aadsultation days, training for
entrepreneurs, international cooperation events haodiness mission), the offers for
partnerships in both member and non-EU countresyedl as new projects for businesses.

Databases for businesses

The EEN website contains specialised sections dggticto finding business and
technology partners through databases that areectethto the databases of other 51 network
partners.

Database for commercial cooperation of enterpri$B€D — Business Cooperation
Database)it includes cooperative company profiles from mthr@n 51 countries worldwide,
which promote their offers for business cooperatind seek cooperation partners in this way.
The website currently contains offers for cooperatiautomatically sent to registered
clients), as well as the conditions of registration

“Bpatabase of technological cooperation (BBS — Bull®&oard Service)it is focused on
technology and innovation transfer. Each technoloffer and technological request is
entered in the database through a regional uriteohetwork (e.g. NADSME) at the initiative
of the entity (SME), which wants it to be advertis&ubsequently, through the BBS database
all technology offers and requests within Europetgethe end entity, where they encounter
each other based on a technological code (techpaleqpand meets supply and vice versa).
Simply stated BBS is designed to facilitate thengfar of innovation in member and
associated countries of the European Union.

E¥patabase for SME feedback (FBD — Feedback Databdises) used to send suggestions,
comments and proposals of entrepreneurs relatabet@pplication of EU legislation and
policies in practice. The European Commission iformed through it of improper
approximation of the laws and interpretation anceatance of European legislation directly
by businesses. Contacts and an electronic formasahle on the website@ww.een.skin the
part FBD.

WPResearch and development results (RTD — Reseatlerhnology Developmenilhe
RTD database contains the results of research ewelapment arising out of projects funded
by the EU through framework programmes for reseatebhnological development and
demonstration activities. It is an important basex@wv technologies and services ready for
commercial application. It contains hundreds oluatiproject results usable in practice or
further research. It also provides information be turrent state of technology development
in selected areas.

Activities undertaken in 2011;:

In 2011, the BISS Slovakia project partners caraetithe following activities:
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- Providing information, feedback and services to @pport internationalisation and
business cooperation:This area is aimed at disseminating information aaing
awareness of the policies and legislation of theopean Union, the European single
market of goods and services, presentation of Eamojnitiatives for SMEs and survey of
feedback from target groups, the increase of SMEggaation in the formulation of new
EU policies, support of the development of crosedbpactivities to acquire new markets
in the EU and third countries, trade cooperatiotwben SMEs and finding adequate
partners. It represents a continuation of the #ies/ of the Euro Info Centre (EIC)
network.

- Promoting innovation and technology and know-howtransfer services: This part
focuses on the dissemination of information onghbssibilities for innovation in the EU,
the promotion of international technology-orienteabperation, transfer of technology
and know-how, analysis of the technological sitwatin enterprises, organisation of
partnership events in selected technology sectbesuse of research and development
results and increasing the innovative capacity MES, including creating links to
appropriate national and European funding schethespresents a continuation of the
activities of the Innovation Relay Centre (IRC)wetk.

- Services to promote SME participation in the Sevah Framework Programme for
research, development and demonstration activitie§FP7): This area is aimed at
disseminating information and raising awarenessutlpd®7, identifying research and
development needs and finding adequate partnecsgasing participation of Slovak
companies (especially SMES), universities and rebkemstitutes in European research
programmes, including the preparation of projecisHP7. It is connected to the
cooperation with national contact points for FPTH.

Activities carried out in 2011 in terms of statistcs:

In 2011, EEN supported more than 4,000 Slovak prigas in the above mentioned areas
and activities. 51 events organised by 6 partneesevattended by 1,353 entrepreneurs,
representatives of universities and public insbng. They were mainly seminars, trainings,
information days, business meetings and missioBscdmpanies were involved in the
mechanisms for providing feedback to the Europeegislation. We provided 1,801
counselling services in the field of internatiosabperation, innovation, technology transfer
and research. In Slovakia, 131 entities were imre@ln international trade business and
technology databases and 534 international contaete exchanged among entrepreneurs.
All those activities led to a successful outcomige Tain indicator of the successful results is
entering into 32 international agreements on cadmer between Slovak and foreign
companies, universities and research and develapim&iiutions (a total of 32 cooperation
agreements, of that 16 in the area of trade cotiperd 2 in technological cooperation, and 4
subjects were involved in research and developiprajects).

In the period from the network launch (the begignai 2008 until the end of 2011) the
Slovak representation was able to achieve theviatig results:
- 144 local events with 3,374 participants;
- 837 meetings with new clients of the network and aadits;
- 69 partnership events and business missions with @bticipants and 2,387 executed
meetings;
- 90 international cooperation agreements, contptré¢he EU average doubling per capita.
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Slovakia is the first country within EEN, which k@gto build a platform of cooperating
organisations — major players in the field of besm support, which aims to provide more
effective services for entrepreneurs, mutual supporpromoting, organising events and
creating dialogue in the field of international pecation, innovation and research and
development. The platform works on the basis ofitifiermation exchange and the event —
the so-called networking meeting — taking placeuatiy.

Chart 1: Distribution of EEN activities in Slovakia by personnel costs

O Organising events

B Getting feedback

@ Advisory and consulting
services

O Visiting companies

B Services related to the
use of international
databases

Source: Enterprise Europe Network Internal Reporting Tool

These results put the Slovak representation of EEtNe 6" place in the evaluation of the
effectiveness of all the network member counttfes.

Activities carried out in 2011 in terms of finance:

Funding of the Slovak representation of the netwiarkk011 varied in the amount of
approximately EUR 500,000, which was used for ¢agyout activities provided by 6
organisations and 30 employees. The budget tagalibR 1,017,939 is scheduled for the
years 2011 and 2012. Financial statement of aietivis presented as indicative, since detailed
data would require more accurate analysis, howerethis document we state at least the
analysis of personnel costs (total staff coststlier years 2011 and 2012 is planned in the
amount of EUR 682,784.51) in 5 major packages oviped services: organising events,
which accounted for 32%, receiving feedback 2.38vjsory and consulting services 38.7%,
visits to companies 8.3%, and support of intermatiisation through databases 18.7%.

5 According to the internal document Partnership Ageements Overview 2011, Enterprise
Europe Network, and the results of calculations inproportion to the number of persons
employed within EEN in different countries.

Report on the State of Small and Medium Enterprises in the Slovak Republic in 2011 156



7.1 NADSME activities within the Enterprise Europe Network

In collaboration with organisations focused on wwmme areas, NADSME provides
businesses essential information and advice onEthecommon market as well as third-
country markets. Comprehensive services in thia &edp businesses to predict the market
changes and flexibly and quickly adapt to them, clwhiincreases the businesses’
competitiveness.

Small and medium-sized enterprises need help pktlg in the process of
internationalisation, when they first attempt td ggo new markets, especially abroad. And
this is one of the NADSME priorities — to help SMigsget into new markets both in the EU
and in third countries. Through intermediation @irticipation in specialised and sectoral
cooperation events, SMEs obtain the possibilitypaoticipate in international fairs and
exhibitions as well as to find a partner for tradeéechnological cooperation.

We achieve these objectives primarily through ottiva participation in international
projects co-financed from EU funds and the impletagon of government programmes
aimed at increasing innovation and competitiverdsSlovak companies. One of them is the
national programme Promoting SMEs in the EU Markist.purpose is to provide indirect
support to SMEs in the already mentioned form ofi@e and providing information on all
matters related to their operation in the EU irdérmarket and also by supporting the
development of SMEs cooperation in the EU intematket and beyond (internationalisation
and increasing the competitiveness of European $MIEke purpose is to increase
competitiveness, promote innovation and ensuretfe international cooperation of SMESs.
Support for SMEs through the above mentioned natiprogramme lies in the co-financing
of the activity costs incurred by NADSME - the wpldkce of the Enterprise Europe Network
in Slovakia.

Information, advice and services to support collab@tion and internationalisation of
SMEs

In 2011, there were about 1,000 requirements nglaid obtaining information on the
internal market. Questions concerning the estaiisit of a business, cross-border provision
of services, particularly in Austria and Germargnding workers to business trips and stays,
issues of funding and creating business planstantike were dominant.

In 2011, NADSME continued in the successful orgaimis of free information seminars,
consulting days and trainings for businesses torinfthem about the business issues within
and outside the EU. In cooperation with our pagneve organised 44 such events on
different topics (how to conduct business in the BEdrket, business plans and financial
planning, sources of financing, marketing and proomoof companies, finding business
partners and access to third country markets, dyoster supply services and sending
personnel to business trips and stays, technolagngfer and intellectual property protection,
internationalisation, CE marking, safety and healthwork, tourism business, chemical
legislation REACH, recycling and waste managemeety calls within the Operational
Programme Environment, electronic signature, cafgoisocial responsibility, alternative
dispute resolution — mediation, public procuremet,) in various regions of Slovakia. A
total of 1,096 entrepreneurs participated in thenéw.
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SMEs were provided with information about busingbg, latest European legislation,
events, activities, calls, databases, as well aangagement in new projects in the form of 16
information sheets and newsletters, which wereridiged to NADSME clients directly to
their e-mail boxes or published on the websitew.enterprise-europe-network.sk total of
99 papers and 159 naotifications of currently anmedn calls for tenders and calls for
proposals for projects were published in 2011.

Services to support collaboration and internationakation of SMEs
Database for business cooperation

In 2011, NADSME helped entrepreneurs in search ahufacturing, commercial and
project cooperation partners through the networttewdatabase for business cooperation of
entrepreneurs (BCD), internal correspondence né&t\Wwost Class, as well as organising the
participation of Slovak entrepreneurs in internadilocooperation events.

In 2011, 887 offers for cooperation from fgreicompanies were translated into the Slovak
language, published in various newspapers and ohsites and distributed through
information sheets, automated system or at evéntther 3,031 offers were published in
English. 34 profiles of Slovak entrepreneurs weggistered in the BCD database. Slovak
entrepreneurs looking for foreign partners requk8@ contacts, and 56 foreign companies
requested contact data of Slovak companies.

Cooperation events for SMEs across Europe

NADSME organised participation of Slovak entrepraein various sector-oriented
cooperation events across Europe that were reatmstly within trade fairs and exhibitions.
Within the events, bilateral negotiations of poignbusiness or technology partners were
held. Potential partners were determined by th&im ohoice, i.e. after preparing and entering
their profiles, and also based on the pre-estadlishoftware-generated schedule. Registered
representatives of companies arranged meetings diththemselves or with the assistance of
the NADSME staff. Participants were provided thetipgoation in the cooperation event,
trade fair and other additional, assistance anerpn¢tation services by NADSME free of
charge.

In May 2011, NADSME organised the international pe@tion event PRO ECO in
Banska Bystrica. The meeting was attended by 2@m@mneurs from Slovakia, Hungary,
Austria, the Czech Republic and Italy. The paratipn of Slovak companies was also
ensured in further international cooperation eventExpoEnergy in Wels in Austria, in
Gouangzhou in China, the fair Furniture and HousmdNitra (bilateral negotiations with
Austrian businessmen), the WATENVI Fair in Brno tfwiDutch entrepreneurs), and the
Business Rendezvous in Ostrava with the Czechsothgigns of Slovak companies with
Bavarian firms took place during the Internatiorahgineering Fair in Brno. Slovak
entrepreneurs did not miss even participation iddpest, namely in the cooperation event
HOVENTA aimed at hotel and restaurant managemedtianthe event organised within
“Ekoindustria” — the fair aimed at renewable enesgyrces. The event was attended by a
total of 69 companies, which carried out 326 negimtns.

Innovation and transfer of technology and know-how
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NADSME supports SMEs also in the area of innovatoin their manufacturing
technologies, processes or services. It providegadhrough the so-called technology audits
and business audits, in which the NADSME staff passin-site analysis of demand and
supply of the company, makes familiar with techggl@nd its potential for innovation as
well as the conditions of the company for reseaantd development. In 2011, NADSME
carried out 12 audits of Slovak SMEs to identifgitmeeds and potential for innovation.

The BBS database, within which innovative offersl aequests are published, is an
equally important tool in the area of technologicabperation. In 2011, 4 profiles of Slovak
SMEs were published, and 22 partners from fore@mtries responded to them.

The negotiations of Slovak and foreign partnersuaboooperation in the field of
innovation can result in various forms of coopenmatisuch as licensed production, joint
venture, transfer of technology, and the like. 012, NADSME noticed 2 such agreements
between partners.

In the fall of 2011, NADSME organised a businesssiain of Czech entrepreneurs from
the engineering sector in Slovakia. 6 Czech SMEs IeSlovak partners and completed a
total of 42 negotiations. Czech entrepreneurs\alsted two Slovak companies.

Increasing the participation of SMEs in EU policy naking

Slovak SMEs can inform the European Commission uiiino NADSME about their
problems in applying legislation and policies of tikuropean Community in practice.
Comments, suggestions, opinions, and insights ipgrgato mainly non-transparent, poorly
applied, whether existing or forthcoming legislatim areas of the business environment in
the EU, constitute feedback to the European Conomss

In 2011, the feedback database was used by twepgatreurs who announced problems
in applying EU legislation. Slovak businesses atindifferent to the business environment
that surrounds them, and therefore they also engagthe panel discussion on the directive
on the transparency of measures regulating thangriof medicinal products and their
inclusion in the national health insurance systevfia.the website they were also informed
about 36 ongoing consultations, in which they cca®gress their opinion on the creation or
modification of EU legislation.
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8. Conclusion

After major changes in the business environmentSiovakia in previous years
characterised mainly by the introduction of the owon European currency Euro and
escalating manifestations of the global financiatl &conomic crisis, signs of economic
recovery continued in 2011. The economy record@&D® growth by 3.3%, representing an
above average result in the EU, compared to 20a@eher, a decrease by 0.9 percentage
points. The lower rate of growth of GDP was affddby a lower growth in foreign demand,
as well as domestic demand that has declined I ¥&ar on year. In 2011, the average
number of persons employed in the national econdray increased by 1.9%, while
employment in the profit-oriented corporate sebttas increased by 2.6% year on year.

Of the total number of businesses (natural andl lpgrsons), 96.1% were in the category
of micro enterprises (0-9), 3.2% in the categoryswofall enterprises (10-49), 0.5% in the
category of medium-sized enterprises (50-249) afh#o0n the category of large enterprises.
Compared to the other EU countries, representationicro enterprises in Slovakia achieved
a higher proportion (by 3.9 p.p.) of the total n@nlof businesses, as well as of the total
number of employed persons (by 10.6 p.p.).

In 2011, the different tendency of the developmanparticular legal forms of SMEs
continued. For the third consecutive year the aaie@f natural persons — entrepreneurs
recorded a fall — their numbers declined by 1.9%r ym year. The number of legal persons —
companies continued to increase, with a year-omiypeaease of 7.6%. The number of SMEs
— legal entities grew up mostly in the businessises (by 4,809 / 11.5%) and trade (by 1,766
/ 3.9%), in the case of largest category of natpemkons - small trade licensees the greatest
decline was seen in trade (by 3,799 / 3.6%) andsimy (by 1,939 / 3.1%).

Development of SME revenues in 2011 recorded aipesievelopment in all considered
sectors of the economy of the Slovak Republic. $hare of SMEs (legal entities — non-
financial corporations) in gross production deceglaby 0.5 p.p. year on year, in the value
added by 0.4 p.p. and the share of profit beforedieclined by 1.2 p.p. On the contrary,
SMEs strengthened their position slightly in theefgn trade exchange of goods, when the
share of SMEs in total exports rose by 0.2 p.p.iartdtal imports by 0.6 p.p. year on year.

The trend of the growth in the number of emergingibesses (by 10.7% year on
year®), as well as the number of dissolutions (by 4:3%ontinued, and in both categories
Slovakia has one of the highest proportions withenEU countries.

In 2010, 55.6% SME& keeping accounts in double entry bookkeeping npadiit. Micro
enterprises (0-9) accounted for 53.7%, small bgse® (10-49) 67.3% and medium-sized
enterprises (50-249) 73.9%. In that year, debttasd® of SMEs totalled 67.6% (gearing
ratio of total assets).

% For the latest available reporting period: 2009.

" For the latest available reporting period: 2008.

'8 Data from anonymised individual financial statensenBalance Sheets and Profit and Loss
Statements — for the accounting entities in the&{ddrepublic for 2010.
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In 2010, SMEs settled their short-term and longatéiabilities to non-bank creditors on
average within 143.9 d&Y/(mean value), which was almost the same numbelagé as in
2009. Compared to the pre-crisis year 2008, the tifthe settlement of SMES’ liabilities has
prolonged by more than 20 days. The worst own payndscipline reached micro
enterprises, which settled their liabilities towartbn-bank creditors even within 153.6 days.

In terms of the legislative and regulatory envir@amt, along with other modifications of
the tax system and the health and social insuraygtem, major changes occurred in 2011 as
a result of the reform of the Labour Code. Othelasoees related to the introduction of
electronic services for tax administration by taystoms and municipal authorities,
streamlining public procurement, increasing transpey in the justice system, measures for
public reporting, such as putting into service tHectronic central register of contracts,
purchase orders and financial statements. Funditipioé single contact point services within
the network of trade licensing offices was extended several key measures were taken to
reduce the administrative burden when starting sinegs, as well as in the course of
business.

In the last year, support for SMEs was funded igdny the European Union and the
State budget, partly from other sources (EuropeamnkB for Reconstruction and
Development). The State aid was realised mainkyun the MoE SR, MF SR, MOLSAF SR,
MTCRD SR, MARD SR, MESRS SR and ME SR. Within themiework of the Operational
Programme Competitiveness and Economic Growth, lwkscthe most important support
tool, in 2011 the aid amounting EUR 154.8 milliomswvprovided. To support SMEs credit
facilities in the amount of EUR 110.9 million anank guarantees amounting EUR 84.3
million were provided from the SZRB funds. In 20%hrough its banking and insurance
activities EXIMBANKA SR supported SME exports inetliotal volume of EUR 78 million
and, through insurance activities, in the volumd&biR 219.6 million. Last year investment
aid (investment incentives) for 4 investors fallwghin the SME category was approved. As
part of measures to encourage agri-entreprenedms, Agricultural Paying Agency
implemented support in the amount of EUR 53.2 onilli

Through the contribution for self-employment paed within active labour market
measures in 2011 creating and filing of 12,271sjolwas supported (49.32% were
disadvantaged job seekers). The total sum grambediated to EUR 41.8 million. Most of the
jobs created were in the Zilina Region (20.69%heftbtal).

In 2011, NADSME continued to implement counsellengd education programmes that
were designed for SMEs and persons interestedingdmsiness. As part of the Training and
counselling programme for the selected group o$¢haterested in business, 385 information
consultations and 586 professional consultations yweovided totalling 1,963.50 hours, 291
business plans were developed, and 41 traininggd®@rparticipants were organised totalling
1,450 hours. As part of the Training and counsglimogramme for the selected group of
those interested in business, 287 information dtaeitsans and 580 professional consultations
were provided totalling 2,931.5 hours, 35 busingssis were assessed and 13 SMEs were
supported by educational grants in the amount oREL64,893.78. Within the scheme
Support of SMEs through Incubators and the impldgatem of research-based spin-off

19 Data from anonymised individual financial statemets — balance sheets and profit and loss
statements — of the accounting entities in the Slak Republic for 2008 to 2010.
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method, 2 incubators were supported that placeotad of 17 start-ups in their premises,
which created 60 jobs, and 10 more persons were employednanagement and
administration. At the end of 2011, 88 incubatedhpanies, 20 of which were innovative,
that created a total of 602 jobs, were placed imdsiness and technology incubators. Other
37 jobs were created in the management and operatiocubators. Average occupancy in
the incubators was 89%. Within the Venture Cafteheme, investments in the amount of
EUR 11.5 million were made, which were used to supp7 SMEs.

To create quality business environment for SMEthe Slovak economy, a coordinated
approach by all sectors involved is necessity. Gbgernment of the Slovak Republic plays a
key role in this area and has to focus primarily long-term problems, such as frequent
changes in legislation, high levies, persistentfiigent supply of e-government services,
lack of support for the family business, harmomgabf vocational education and the needs
of SMEs (business practices), improvement of tharfcial situation of SMEs, and more. The
appropriate tool to address these problems is B iSitiative. Upon its Manifesto for the
Years 2012-2016, the Government of the Slovak Rigpubdertaken to apply the initiative.
In that process, NADSME as the institution for g@motion of SMEs plays a key role,
which is based on its mission and experience oflyp&® years of working in the business
environment of the Slovak Republic, and which wasficmed last year by entrusting
Director General of NADSME with the office of then¥oy for SMEs (SME Envoy) for
Slovakia.

An important part of the support system is formésib dy the activities of the Enterprise
Europe Network, in which Slovakia achieves very djoesults in international comparison.
Network activities can be used for information auVvice on the EU agenda and to promote
the internationalisation of SMEs not only withinetlEU single market, but also in third
country markets, which is a key prerequisite fa filwther development of SMEs in Slovakia.
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Development of numbers of small trade licensees
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regions in 2011
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Development of numbers of small trade licensees, by

regions
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Numbers of employees, by size categories
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Shares of SMEs in employment in selected sectors in 2011
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Volumes of import, by size categories
and destinations in 2011
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Share of SMEs in selected indicators
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Number of natural persons — entrepreneurs per 1,000
economically active populations by gender in 2011
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Age structure of natural persons — entrepreneurs i n 2011
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Age structure of natural persons — entrepreneurs in 2011
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Share of legal entities and natural persons — entrep  reneurs being active
two years after their establishment in selected sec tors and countries in
2009

100%
90%
80% ® )
70%
60%

50% —

40% T 17 T T T T 1T T T 1T T T T T T T T T T T 1
PTSKDEHUBGNLLVES CZPLEE FI ITROFRATBE UK IE LU SI SE

@ industry construction services

Chart No.35

Share of defunct legal entities and natural persons — entrepreneurs in
selected sectors and countries in 2008

25%
20%
15% : ®

10% ...
0,0

o
5% ve c-0@-0
&) o
v

0% T T T T 1T T T T T T T T T T T T T T T 1
CY BE SEAT FI NL SI LU FR IE IT CZ PL ES UK BG HU EE LV SK PT

o industry construction services

Chart No.36

Report on the State of Small and Medium Enterprises in the Slovak Republic in 2011

177



(based on EBITDA)
8,0% - 7.4%

4%2,4%
1,8%1,7%

micro 0-9 small 10-49 medium-size 50- total SMEs
249

Return on revenues of SME-LE by enterprise size cat  egory

O 2008
O 2009
02010

Chart No.37

Total debt assets of SME-LE by the size category of
enterprises

90,0% -
80,0% -
70,0% -
60,0% -
50,0% -
40,0% -
30,0% -
20,0% -
10,0% +

0,0% -

micro 0-9 small 10-49 medium-size 50- total SMEs
249

Chart No.38

The time of settlement of SME-LE liabilities by the  size
category of enterprises (in days)

micro 0-9 small 10-49 medium-size 50-249 total SMEs

Chart No.39

Report on the State of Small and Medium Enterprises in the Slovak Republic in 2011

178



Are you yourself or with someone else trying to sta rt a new business
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Divestment by particular fund in 2011 (in EUR)
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Sectoral structure of divestment in 2011
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Number of SME-LE per 1,000 economically active populations in 2011
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Figure 1: The number of SME-LE by sector and regm8lovakia

SK NACE sectors Bratislava | Trnava | Trené&in | Nitra | Zilina BB;??SZ PreSov [ KoSice
?i‘grr]'iﬂgture’ forestry and 311 486 558| 654| 637 831| 1065| 659
industry 2735 1667 1844| 1806( 1663 1489 1832 1516
construction 3119 1 368 1013 1199 1499 1243 1688 1343
trade 13771 3951 4508| 5045| 5319 3 854 4 267 5967
%:ggr:é?\zggt'on and 1596 603 400| 490| 525 se8|  655| 571
transport, information 5070 1443 806 | 1680 844 994 791| 1096
trade services 24 959 3691 2434 3460 2544 3275 2711 3514
other services 2 643 940 752 1052 962 952 1118 1173

Source: Register of organisation of the Statistical offafehe Slovak Republic, processed by NARMSP

Figure 2: The number of small trade licensees bjosand region in Slovakia

Banska

SK NACE sectors Bratislava | Trnava | Trené&in | Nitra | Zilina Bystrica PreSov | KoSice
?i‘g;]'iﬂgt“re’ forestry and 581 679| 1276| 952| 1445| 3089| 3231| 1708
industry 5153 5448 8300| 8392( 12074 5160 10 967 5616
construction 7 052 11 531 9872| 9888| 18 734 7 591 15 381 6 335
trade 18 185 8 733 11432 14970] 13914 10 392 11454 | 12 422

accommodation and

. 1990 2 000 1550| 1530| 2151 1960 2181 1133
food service

transport, information 6 690 2971 2182| 2835| 2573 2 664 2810 2201
trade services 12 652 5847 4783] 4940 5253 5949 6 039 5207
other services 4278 3013 2758 2613| 2468 2 851 3 069 2624

Source: Register of organisation of the Statistical offafehe Slovak Republic, processed by NARMSP
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Figure 3: Overview of the announced calls, sign@ttracts and drawing from the beginning of OP C&EG

i ) Received the projects Approved projects Contracts concluded Amount of
Measure Date of the | Deadline of | Allocation to Projects in | Projects drawing (QF +
The call call the call the cgg(SF + Amoupt of Amount of Amount of execution | completed 8R SZoP)
) Number a_ppllle d Number ap_proyed & Number co_nclu.ded &
contribution (SF contribution SF contribution (SF
+$§R) +§R) +$§R)
JEREMIE (KaHR-11JER-1101) | 2462011 | 2962011 | 31764 706,00 1| 3176470600 1] 31764 706,00 1| 3176470600 1 0
schéma SP (111SP0801) | 3132008 |  4.7.2008 | 4979087831 308 | 250 045 362,66 32| 4709263280 28| 4310516627 10 18
schéma SP (111SP0902) | 3.8.2009 | 2.12.2009 | 124 905 887,00 169 | 204 934 234,39 77| 10197935486 75| 100 245002,26 44 28
schéma SP (111SP-1001) | 251.2010| 115.2010| 39 000 000,00 157 | 130 604 612,01 20| 2997526441 39| 2947534441 3 0
schéma DM (111DM-0801) | 14.7.2008 | 17.10.2008 | 33 193 918,87 205| 2699536742 87| 1188699271 66 873922152 4 g2 | 12075694161
» schéma DM (111DM-0901) | 1562000 |  149.2009 | 25000 000,00 165 | 46 16143180 74| 2462385214 72| 2364103043 23 49
schéma SP (111SP/ Lif’éﬁ) 3092011 | 2922012 | 16470568,00
schéma SP (111SP-1101) | 16122011 | 19.3.2012 | 44 000 000,00
schéma DM (D%nggfi 2882008 | 28112008 | 995817566 20| 1651507925 108 992177632 89 8011929,39 15 74| 671027847
schéma DM (113DM-0801) | 1232008 | 1362008 | 8298479,72 # 3749 556,80 28| 221340120 18 1496 710,34 5 Bl ag0 15258
schéma DM (113DM-0901) | 2552000 | 2482009 | 4000 000,00 52| 4755070,70 30| 251150423 28 2087 204,39 20 8
schéma SP (13P-0801) | 19.12.2008 | 17.4.2000 | 82984 797,19 46| 4255643756 21| 1815530102 16| 1285477342 16 0
s schéma DM (180M-0901) | 392009 | 27.12010[ 1500000000 17| 364520477 4| 110648100 4 1069 231,00 0 ] [T
schéma SP (135P-1001) | 26.4.2010 | 26.102011| 51226 064,00 150 | 124 891 979,81 15| 10842 286,26
JEREMIE (KaHR-13JER-0902) | 21102009 | 26.10.2009 | 35294 118,00 1| 3520411800 1] 35294 118,00 1| 3520411800 1 0
schéma SP (21SP-0801) | 1182008 |  16.1.2000 | 82984 797,19 87| 147650 025,60 32| 6986636514 28| 5034360461 10 18
g schéma DM (21DM-0801) | 1232008 | 136.2008 | 2323574321 36| 438987316 11| 1365796,03 9 948 216,39 2 1 [y
schéma DM (21DM-0901) | 452009 | 382009 | 15000 000,00 45| 470234038 19] 1947 11549 19 1946 627,82 10 9
schéma SP (21SP-0901) | 26.10.2009 | 22.32010 | 57 000 000,00 89| 114311 352,05 39| 5062430483 38| 49786 909,87 29 0
schéma SP (31SP-0801) | 14.4.2008 | 18.7.2008 | 8298479719 156 | 373913 132,84 23| 8297553916 19| 68526 241,05 13 6
schéma DM (31DM-0801) | 962008 | 12.9.2008 | 16596 959,44 62| 985867750 25| 452676271 16 2816043 40 7 9
3.1 schéma SP (315P-0802) | 16.9.2008 | 13.2.2000 | 4021947267 158 | 362651 759,56 10| 38363847,53 6| 1921929462 5 1| 75632416,10
schéma DM (31DM-0902) | 20.7.2009 | 19.10.2009 | 29988 706,00 204| 7544237384 46| 1846552195 44| 1731056413 32 12
schéma SP (31SP-1101) | 16.12.2011 | 19.32012 | 36 000 000,00
Spolu 954 898 088,65 | 2369 | 2014832 697,01 723 | 59550292379 616| 51768193932 280,00 314 | 287695 547,71
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Figure 4: Overview of the announced calls in resgaohty of SACR

Received the projects Approved projects Contracts concluded
REEEHE | el 0e; Allocation to Projects in Projects acaniich
The call call the call the call Amount of applied Amount of Amount of - completed drawing (SF +
Number | contribution (SF + | Number et Number seyslizd >R Sz0P)
3R) contribution (SF + contribution (SF
SR) + SR)
KaHR-31SP-0801 | 14.04.2008 18.07.2004 82 984 797,19 156 373913132,8{ 23 82975539,16 19 68 526 241,05 13 6
KaHR-31DM-0801| 09.06.2008 12.09.2008 16 596 959,44 62 985867751 25 4526 762,71 16 2816 043,4 7 9
71 783 359,01

KaHR-31SP-0802 16.9.200819.02.2009 40 219 472,87 158 362651 759,5( 10 3836384753 6 19 219 294,62 5 1

KaHR-31DM-0902| 20.07.2009 19.10.2009 29 988 706,00 204 75442 373,8{ 46 18 465521,9% 44 17 310 564,18 32 12

KaHR-31SP-1101 | 16.12.2011 18.7.2012 36 000 000,00 ~ ) B ) ) B ) )
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Figure 5: Export support through banking activiméE£XIMBANKA SR in 2011 — the
sectoral structure, the breakdown by large cliants SMEs in thousand EUR

Large
Sector Eompanies Share SME Share Total
Light industry 25 783 1,20 5 494 7,05 31 281
Electrical engineering 55610 2,59 215 0,28 55 821
Wood-processing 26116 1,22 19 037 24,41 45 153
Other industries 3355 0,16 17 03( 21,84 20 38t
Chemicals 1256456 0,06 6 326 8,11 1262 78%
Food-processing 80612 3,76 2 814 3,61 83 48¢
Machinery engineering 200075 9,34 20 2449 25,97 220 324
Metallurgical industry 4619 2,16 0 0 46 192
Two-trac_k motor vehicle, tra_|ler 362 297 16,90 0 0 362 297
and semi-trailer manufacturing
Retgll trading, except motor 0 0 511 0.66 511
vehicles
Wholesale trading and trade 72 195 3.37 3 294 4,22 75 481
brokerage
Other business services 14 500 0,68 3 009 3,85 17 509
Total 21432527 96,49 77 974 3,51 2221 22%

Figure 6: Export support through banking activitéE£XIMBANKA SR in 2011 — the
breakdown by SITC commodities, large clients andESkh thousand EUR

L Large
Commodities SRS Share SME Share Total
Food and live animals 80671 3,76 2 748 3,52 83 414
Crude materials D 0 22 835 29,29 22 834
Mineral fuels 1018970 47,54 0 0 1018 97(
Chemicals and related products 94 870 4,43 6 239 8,00 101 114
Manufactured articles 291799 13,61 17 463 22,40 309 26%
Machinery and transport 555229 25,91 8438 10,82 563 66
equipment
Miscellaneous manufactured g3ssg 3,91 20250 25,97 104 108
articles
Other commodities 17835 0,83 0 0 17 854
Total 2143252 96,49 77974 3,51 2221 22%
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