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NAY
OVERVIEW

NAY a.s. is the largest retailer of consumer electronics with a market
share of 25 %, which has already been present on the Slovak market

for 28 years.

It belongs among the companies that have been forming the retail
market in Slovakia with innovations. NAY has introduced global
electronics brands, a franchise model, large-format stores, one of the
first loyalty programs and a wide range of complementary services to
the market and is nowadays one of the pioneers of the omni-channel

retail strategy in Slovakia.

lts goal is to provide a positive shopping experience to customers with
quality advisory, wide portfolio, fair prices, easy-to-navigate on-line
environment, attractive retail stores and, in particular, full service for a

customer as a client thanks to the services provided and the loyalty club.



NAY GROUP

The NAY Group includes NAY a.s.,
Electro World s.r.o. and NAYTROLARBS, s.r.o.
On October 23, 2018, the company sold its 69 % share in its subsidiary

company Amico Finance a.s.

ELECTRO WORLD

NAY a.s. owns a 100 % share in Electro World
s.r.0., which is one of the largest multi-channel
chains specializing in the sales of consumer
electronics, computing and telecommunication
technology, domestic electrical appliances including
accessories and provision of all related services.
The company currently operates 19 stores in the
Czech Republic. In 2018/19, the company’s sales
reached EUR 153,539,000 (CZK 3,961,626,000) and
the value of the registered capital amounted to
EUR 2,325,000 (CZK 60,000,000).

In 2018, NAY a.s. founded NAYTROLABS, s.r.0. in
order to expand business in the area of software
application development and software services.
The company currently holds a 76 % share in

the value of registered capital of NAYTROLARBS,
s.r.0. Revenue reached EUR 36,000 in 2018 and
registered capital amounted to EUR 10,000.






SIMPLICITY

We are inspired by technics. The easier

it is to control, the more useful. It does
not matter how complex the underlying
process is. It is important that everything
iS as easy as possible to arrange for the
customer. It does not matter whether a
customer wants to make a reservation for
goods, needs a financial product or files a
complaint. Our goal is to do everything per
one click or one action.

PASSION FOR TECHNICS

Technics significantly shifts history forward,
transforms the world and surrounds us at every
step. Just remember the letterpress machine,
refrigerators, the Internet or smartphones. We
are constantly following trends, coming up with
innovations and studying the details of the latest
technology. We believe we will spread our passion
to our customers.



MARTIN DERNAR ZUZANA JURIKOVA

Omni-channel Director Financial Manager
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PETER ZALESAK JAN TOMAS

Chairman of the Board Deputy-Chairman of the Board

BOARD OF DIRECTORS
OF THE COMPANY

EXECUTIVE
MANAGEMENT

MARTIN OHRADZANSKY
Chief Executive Officer

MARTIN DEAK EMIL HURA] VLADISLAV KRASICKY

IT Director Sales Director Logistics Director






1991 - 1997
1991 - 1997 The it reta business model of the company was 3

. .. model of franchising stores under the NAY brand in
The first distributor of global Slovakia and Moravia. The company managed, thanks

electronics brands in Slovakia to exclusive wholesale contracts, to deliver top elec-
In those years NAY was an official distributor of the tronics and it entered into contracts with entreprene-
world’s largest brands in Slovakia, including Sony, urs who operated 12 stores in city centres under the

| Panasonic, Grundig, Jamo and Yamaha. | | NAY brand and with NAY goods. |

1999 1998 Establishment of NAY
Elektrodom
Establishment of NAY Internetdom In 1998, the NAY Elektro-
Extra Club In the very year as the revolutio- dom brand was launched,
Establishment of one of the nary concept of Elektrodom, its as the label for the new [ —
first and most successful on-line version - the Internetdom Iarge—fornjat stqre corn-
loyalty clubs in Slovakia. - was established. What used to cept - tf}e first O_f its kind
The turnover of its members be originally an on-line product in Slovakia. The first store
represents more than 50 % catalogue is now the most visited under the brand of the new
of the company’s turnover. ‘store’ of the company. concept was the store in
| i | | i | Zlate piesky in Bratislava.

2016

2015 4 new stores 201 8
NAY has expanded its network

Re-design of www.nay.sk with new stores, in particular, in )

NAY has completely re-designed its Eastern Slovakia. On July 1, the Omni-channel store concept
website within its own omni-chan- stores were opened in TrebiSov, NAY has, symbolically after 20
nel strategy. The page has become Vranov nad Topl'ou, Humenné as years, reconstructed its first NAY
responsive and new functionalities, well as in Rimavska Sobota. The Elektrodom store in Zlaté Piesky
full-service on-line sale of services network in Slovakia has therefore and announced a new omni-chan-

| and content, were added. || expanded to 36 NAY stores. | | nel store concept. |
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Superbrands

Superbrands is the most reputable independent global authority in the
assessment and honouring of trademarks. Superbrands title is a sign
of a special status and acknowledgement of the brand’s superior posi-
tion on the local market. Only the brands with extraordinary reputation
can gain the Superbrands seal - customers always associate impor-
tant values with them and have personal relation to such brands. The
award originated in the Great Britain and Superbrands Award annually

honours the best brands in almost 90 countries within 5 continents.

Superbrands 2013
Superbrands 2014
Superbrands 2015
Superbrands 2016
Superbrands 2017
Superbrands 2018
Superbrands 2019

Entrepreneur of the Year by Ernst & Young

Entrepreneur of the Year by Ernst & Young is the very first and the
only truly global competition of its kind, founded by Ernst & Young in
1986 in the U.S. It awards the entrepreneurs who have managed to

develop successful and dynamically growing businesses.

Entrepreneur of the Year in Slovakia 2008
Ing. Peter Zalesak - winner






17 000 000 €

I share capital I I numberofstores I
319 754 515 € 1145

I net revenue I I number of employees I
4 865 066 € 1060 380

I net income I I number of loyalty club membersl

1991

I incorporation of the company I

All data are provided as of March 31, 2019.




Ing. Peter Zalesak
Chairman of the
Board of Directors

Peter Zalesak graduated from
the Faculty of Electrical Engi-
neering and Information Tech-
nology at the Slovak University
of Technology in Bratislava. He
had been the CEQ since the
establishment of NAY. Today,
he is a Deputy-President of the
Slovak Association of Com-
merce and a member of exe-
cutive council at Dobry Anjel
Foundation. He is an honouree
of the Ernst & Young Award for
the Entrepreneur of the Year in
Slovakia in 2008.

BOARD
OF DIRECTORS

Ing. Jan Tomas
Deputy-Chairman of the
Board of Directors

Jan Tomas graduated from
the Faculty of Chemical and
Food Technology at Slovak
University of Technology in
Bratislava in 1987. Together
with Mr. Peter ZaleSak they
founded NAY, where he was a
Director of Sales Department.

Map of NAY stores



THE YEAR 2018/2019

AT NAY

GROUP

““The year reviewed is a turning point also
because we were profitable for the first

time in the Czech Republic as wel

In the financial year of 2018/19 (from
April 1, 2018 to March 31, 2019), our
consolidated revenue reached EUR
372 million. When compared to the
previous year, the revenue increased
by 13.3 %. Out of the total revenue,
the sales in Slovakia (NAY, excluding
intragroup sales) represented EUR 219
million and reached EUR 144 million
the Czech Republic (Electro World,
excluding intragroup sales). The
market share in Slovakia increased to
around 23 % (source: GfK) and in the
Czech Republic to around 5 % (source:
GfK). Thereby, we have enhanced our
position as a market leader in Slovakia
(in the Czech Republic, we are in Top
5), in spite of growing competition
mainly in the area of on-line retailers.

The year reviewed is a turning point
also because we were profitable for
the first time in the Czech Republic
as well. The results of Electro Wor-

Id (EBITDA of EUR 2.1 million and

net income of EUR 1.3 million) have
contributed to achieving a record-high
consolidated EBITDA of EUR 12.9
million, which allows us to invest
even more into information systems,
working environment of our employe-
es and their professional growth, and,
last but not least, in their bonuses.

The consolidation of Electro World took
us 5 years (we acquired a 100 % share in
the company from Dixons in 2014), but
in the end we have managed, thanks

to scaling down a store format, central
purchasing and centralized logistics,

to stabilize the company and, more or
less, separate from NAY management.
The position of Country Manager for

the Czech Republic was filled by Roman
Kocourek, who previously worked as CFO
at NAY and thus, was perfectly familiar
with our business model and culture. Mi-
chal Navratil, previously leading the Pur-
chasing Department, became the Sales
Director. We continue to make use of all
meaningful synergies within the group,
managing certain departments and acti-
vities centrally for both countries.

In October of 2018, we sold the sub-
sidiary Amico Finance a.s., which was
ensuring financial services for the end
customers (instalment sale, insuran-
ce and extended warranty) for the
NAY Croup. The reason for selling the
company was an increasingly com-
plex regulation of these services and
difficult legislation. Nowadays, the
provision of consumer loans required
such a demanding administration and
control that this type of business only
makes sense for banks, which are able
to make use of synergies. For this
reasan, the company was acquired by
a commercial bank (Postova banka,
a.s.), with which we agreed on the
sale of 100 % of shares. Before the
sale, we performed a spin-off of the
part of the company that was res-
ponsible for insurance and extended
warranty. These activities were adop-
ted directly by NAY and Electro World.
\We continue to cooperate with Amico
Finance a.s. as one of the providers
of consumer loans and our customers

o

I."

were not affected by this change. As a
result of the sale of this division, the
debt burden of NAY Group has also
significantly decreased to just EUR
4.3 million at the end of the fiscal
year, while cash on bank accounts
amounted to EUR 4.8 million.

Changes also took place in the subsidia-
ry company Naytrolabs. It is a company
within the NAY Group, and its mission is
to research and implement innovations
mainly in the area of information system
and retail automation. Michal Dugacek,
who as a project manager previously

led large IT projects at NAY and Electro
World (implementation of SAP, cash
register systems, etc.), has become a
new CEOQ of the company. A young team
of developers and a start-up culture
that we aim to foster should come up
with new approaches and a completely
new user interface for customers of our
website and mobile application within
two years.

The objective for the upcoming years
is to improve services, to catch up
with competitors in an e-commer-

ce market, i.e. to become a retailer
offering all benefits of selling on-line
to customers, with an added value of
our experts at stores and proximity to
a customer thanks to a wide netwaork
of our branches. This goal can be
achieved only with innovation, i.e. we
need to become a technological leader
too and transform from a traditional
retailer to a real omni-channel com-
pany. B

Ing. Peter Zdlesdk
Chairman of the Board at NAY



OBJECTIVES
AND PRIORITIES
FOR THE YEAR
2019

The world is changing rapidly and so is the behaviour and
expectations of customers. Nowadays, a customer has many ways
to order a product or a service, to purchase it, to pay for it as well as
to pick up a product or a service (at store, by courier, using a pick-up

machine, call centre, etc.).

Covering all ways of selling and delivering goods and services also

has its technical term: omni-channel.

Ing. Martin Ohradzansky

CEO NAY a.s.
(22




A comprehensive customer care and their perfect shopping expe-

rience is our strategic objective, regardless of the way a customer

chooses. In order to achieve this objective, we have also set up our

strategy based on three pillars:

NoK
AUKN

Omnichannel

To deliver goods or services
to customers in a way that is
the most preferred by them.

. J

It may sound simple, but these three
pillars are backed up by an extensive
and complex process mechanism that
needs to be perfectly organized and
coordinated. Such a complex mecha-
nism requires creative and technolo-
gical development, good maintenance
and reliability. And this is why NAY
invested in NAYTROLABS, where 23
IT experts work on implementing
comprehensive customer care using
modern technology.

Nowadays, our customers can use
a smartphone application, through
which they can locate the nearest NAY
store and find the best route to it, see

Q
B

Services

To sell goods with an added
value to customers and
ensure they leave with

positive experience.

all available parameters of a product,
compare products and, of course, pay
without visiting a cash register, e.g.
via Google Pay service and pick up the
product or service at a pick-up point.

Last year we reconstructed our oldest
store on Tuhovska, introducing new
technologies, such as electranic price
tags, sale of smart products with exhi-
bition of their real use at home, pick-
up machine with a non-stop pick-up of
products available, self-service desk to
select a mobile phone cover, as well as
self-service payment kiosks and many
other features.

o

Qo

Process automation

To enhance convenience
of our customers while
purchasing and our
employees while serving
customers using modern

technologies.
. J

Our further effort will be focused, in
line with our strategy, on simplification
and automation of processes in brick-
and-mortar stores and on-line sales.

In 2019, we will continue to develop
applications and use modern technolo-
gies in order to maximize the conve-
nience for a customer while purchasing
products and services by any method
selected by a customer (omni-chan-
nel), as well as to simplify, as much as
possible, customer service by our em-
ployees using modern technologies. B



MARKET
DEVELOPMENTS
IN 2018

Development of NAY's share in TV sales on the Slovak market in 2018

39.9 % - B
/\ . 34.3% 229 a—"
_3'37.4,-0/0 / 33 49, . : MSJ %
29.3 % 29.9 % ELERT
271%
Dec 17 Jan18 Feb18 Mar 18 Apr18 May 18 Jun18 Jul18 Aug 18 Sep18 Oct18 Nov 18 Dec 18

Emil Huraj
Sales Director




62019 was the year of televisions.
Every third TV was purchased
by customers at NAY *’

The Slovak consumer electronics market in 2018 once again recorded

an increase by more than 8 % compared to the previous year.

The market was growing thanks to
several macroeconomic factors such
as expanding gross domestic product
and rising average wage, decrea-

sing inflation and historically lowest
unemployment rate. The fastest
growing category on the Slovak market
were mobile phones with 31 % growth,
followed by small domestic appliances
rising by 12.6 % and major domestic
appliances rising by 10.1 %.

NAY managed to grow in the consumer
electronics category by 19.3 % despite
the fact that this category recorded

a decline by 1% in 2018 on the entire
market. We also outpaced the mar-
ket in the mabile phones and major
domestic appliances categories. On the
contrary, we did not grow as fast as the
market in the small domestic applian-
ces category.

CONSUMER
ELECTRONICS

Unchanged from the previous year,
consumer electronics was dominated by
TVs with 55"+ screens with 4K techno-
logy, with significant increases mainly
inthe 60"- 69" (37 % gain) and 70"+
(94 % gain) categories. Also, the TVs
with 8K technology were launched, the
more significant distribution of which
is expected in the near future. NAY was
successful in particular in the 55"+ ca-
tegory, where it reached a market share
of 40 % in 2018.

IT ELECTRONICS

In the IT category we experienced a
decline in notebook sales in the last

quarter, in spite of many supporting
actions, such as instalments with 0 %
interest. Tablet sales also continually
decline. The only category within IT
that increased was the mabile phones
category, mainly due to the introduction
of new model high-end series by Apple
and Samsung.

DOMESTIC
APPLIANCES

In the SDA (small domestic appliances)
category, a large increase was recorded
in dental care (43 %), air conditioning
(40 %) and coffee machines (31 %)
categories. In MDA (major domestic
appliances), the traditionally fastest
growing category were dryers with
over 26 % annual growth. Thanks to
the new warehouse allowing greater
storage capacity, we managed in the
last quarter to increase sales of built-in
domestic appliances. A customer has
goods readily available and does not
have to wait several weeks as with the
most competitors.

PRODUCT RANGE

In 2018, we managed once again to
expand our product range and thanks
to the new central warehouse also the
stock availability of all products, which
represents a significant competitive
advantage. After 20 years we have re-
constructed our first large-format store
in Zlaté Piesky, where we have - in
addition to reconstruction and enlarge-
ment of a sale space - invested in the
latest technologies such as electraonic
price tags, payment kiosks or pick-up
machine. A separate category is the

o

new exhibition of smart products in the
form of model apartment where a cus-
tomer can test products in real environ-
ment. Even though the smart category
is still in its infancy, NAY is definitely
one of the pioneers of this category and
believes in its future.

COMPETITIVE
ENVIRONMENT

In the past year, the share of on-line
sales increased again in all reviewed
categories. Slovakia's share is currently
36 %. The highest on-line shareis in
the IT category, while the lowest share
in small domestic appliances and con-
sumer electronics.

EXPECTATIONS
FOR 2019

\We expect a continued growth in sales
of televisions with larger diagonal and
gradual establishment of 8K techno-
logy in an increasingly wide range of
models, as well as growth of gaming
and electric mobility category that
includes electric scooters, bicycles or
hoverboards. We also expect growth in
the mentioned smart home category or
smart category in general. B



E-COMMERCE
AND
OMNI-CHANNEL

A positive growth trend of all key indicators of nay.sk continued in 2018
again. The visit rate of nay.sk increased annually by 11 % to more than
18.6 million visits. The conversion ratio improved as well, resulting in

26 % growth in orders and bookings at stores.

45 %

40 %

35%

30 %

25%

20 %

15 %

10 %

5%

0%

P 2015 2016 2017 2018

350 %

300 %

250 %

200% 45 >

150 %

100 %

50 %

0%

P 2015 2016 2017 2018

Martin Dernar
Director of Omni-channel
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“NAY SmartApp was the first merchant
application in Slovakia to integrate
Google Pay service directly.”’

A significant increase in traffic and
revenue is a result of high prevalence
of smartphones and mobile Inter-
net in Slovakia. Over 20 % increase

in mobile traffic yielded over 50 %
increase of revenue due to constantly
improving conversion rate.

In February 2019, we reached an inte-
resting milestone - for the first time,
our customers created more orders

via mobiles than via desktop devices.

PERSONAL DATA
PROTECTION

The second quarter of 2018 was
associated with the implementation
of the new directive on personal data
protection, known in short as GDPR.
The topic has earned a justified at-
tention of media and general public.
At NAY, we have perceived new rules
as an opportunity. We have already in
advance aligned our internal proced-
ures and processes so that they, in
the first place, observe customers'’
rights to access and transfer of their
personal data, restriction of their
processing and deletion as specifical-
ly requested.

Beyond legal obligations, we have
developed a simple and intuitive
interface for loyalty, registered and
unregistered customers. We have
enriched necessary legal instruction
and typically related information ob-
ligations with easily comprehensible
explanations. Requests for accessing
the information are processed in real
time despite a 30-day period allowed
by the law.

TAILORED COMMU-
NICATION AND NEW
ON-LINE SERVICES

New GDPR rules mean at the same
time new opportunities for us. Alre-

ady in 2017, we tested automation of
a targeted 1:1 marketing communica-
tion. The NAY Extra loyalty club has
a long tradition and our customers
rightfully expect tailored products
and services in real time for their
loyalty. The significance of targeted
and well-timed communication is
demonstrated by figures. In 2018, we
created 6 long-term and over 30 ad-
hoc targeted campaigns, while the
best of them reached 69 % click-rate.
In times of intensifying competition
for customer attention it is an extra-
ordinary result that gives us energy
to continue in the trend set.

New personalization tools have
allowed us to prepare further on-line
services. Customers especially appre-
ciated the timely and repeated noti-
fications of loyalty points’ expiration,
weekend delivery in a selected time
slot and extended warranty purchase
service available at any time until the
end of the 2-year statutory warranty.

NAY SMARTAPP

In April 2018, we released the first
version of Android application for
our loyalty customers. In the first
version, it helped our customers save
a loyalty card and all receipts on a
mobile, locate our stores and compa-
re features of products by a simple
scan of a price tag at a store.

The announced launch of modern
payment methods - Google Pay and
Apple Pay - brought us to an idea

of how to make in-store purchases
more pleasant and simple. On the oc-
casion of opening a new omni-chan-
nel store concept in Bratislava, Zlaté
Piesky, we released a new version

of the application. It allowed loyal-
ty customers not only to scan and
compare exhibited goods, but also
to pay for it directly in the app. They
will then pick up the already pre-

27

pared and paid goods at a pick-up
point. In November 2018, it was the
first merchant app in Slovakia to
integrate Google Pay service directly.
From June 26, 2019, with the launch
of Apple Pay in Slovakia, the option
to pay also via Apple Pay has been
added to NAY SmartApp.

SMART CATEGORIES
AND CONCLUSION

The above mentioned omni-channel
NAY store concept also brought a
new approach to the presentation
and sale of smart electronics, a
model apartment furnished with
smart appliances. A growing inte-
rest of customers has prompted us
to significantly expand our product
range by 2,000 new smart products
in 16 new categories. We can see that
smart electronics does not appeal
only to technology enthusiasts.
Smart domestic appliances can make
cooking or home care more enjoyable
and diverse, thereby attracting the
attention of an upcoming millennials
generation who seek to furnish their
new households.

A gradual launch of 5C networks and
voice control will again expand the
functional options of electronics. It
will make it more fun and friendly,
probably recreating the way we use
it every day. We believe it will bring
NAY not only new business opportu-
nities, but will also strengthen our
position as a leader in retail innova-
tions on the Slovak market. B



LOGISTICS

After having moved to the new central warehouse,
which increased the capacity by 25 %, the year 2018 was mainly about

process optimization and expansion of logistics services.

Vladislav Krasicky
Director of Logistics




At the end of the day, the fundamental role of logistics in retail

process is to effectively supply the stores and customers, especially

from the central warehouse. Therefore, our optimization efforts

were directed here as well.

OCCUPANCY OF
VEHICLES

Compared to 2017, we have increased
the number of pallets transported

to NAY stores by 20 %. This incre-
ase was, indeed, caused mainly by
turnover growth. However, by op-
timizing occupancy of vehicles we
have managed this increase with a
number of transports rising by just 6
% annually. For the company it means
significantly lower costs on each
pallet transported thanks to better
occupancy of vehicles.

EXTREME SALES DAYS

Regardless of how well the logistics
process is set up during most of the

year, the biggest load test is on days
during when the number of custo-
mers' orders - overnight - blows up
multiple times. A typical example is
Black Friday and Christmas season.

For this reason we have invested
significantly this year in logistical
information systems to handle the in-
creasing load from the previous years
also in these days, while observing all
logistical promises we give to custo-
mers on a regular day.

NEW SERVICES

However, it was not only about opti-
mization processes. In 2018, we suc-
cessfully expanded transport services
for customers by three new options.
We have opened a new time window

for the Convenient transport (Kom-
fortna doprava) between 17:00 and
20:00, so that customers can order
goods to have it delivered home in the
evening as well and do not need to
take a leave from work in order to pick
it up. We have expanded the delivery
options also by weekends. Finally, we
have extended the Convenient trans-
port option to parcels up to 30 kg. @

é ) é )
[ ;
' 1l
1 U
Number of Number of pallets
transports transported
% 20 Y
+6% | |+20 %
. J . J

Comparison between 2018 and 2017

o



SERVICES
IN 2018/2019

In 2018, services experienced a record increase, when turnover

of services increased by 27 %. On the one hand, sales of services
were supported by increased sales of goods, on the other hand by
the changes started in the previous year when we expanded well-
proven services, fine-tuned processes, supported them in terms of

communication and increased motivation for stores.

Revenue from customer services 42 %
15 0/0 _5 0/0 20 0/0
®
®
? ? ?

2014 2015 2016 2017 2018

_. Revenue from a service in EUR _. Annual increase in %

Michal Halas

Customer Service Department Coordinator

o




63,000 GOODS
WITH EXTENDED
WARRANTY

The sales of extended warranties
contributed most to the successful
year. Customers have now extended
warranty on 63,000 products, which
is more by 17,000 compared to the
previous year. We started providing
the Extended warranty service this
year under our own brand, which
has opened us more opportunities
to develop this type of service. For
example, we provided customers
with an option to extend warranty
at any time, even on the last day of
legal warranty. We also made several
adjustments to the Guaranteed Flat
Rate (Paugal naistotu), which in
addition to extending the warranty,
provides customers with additional
benefits. The new Guaranteed flat
rate on vacuum cleaners (Pausal na
istotu pre vysavace) proved very su-
ccessful, immediately becoming the
best-selling flat rate for domestic
appliances.

CHANGES
TO INSTALMENT
PURCHASES

The year 2018 was influenced by
the sale of our subsidiary company

2015

Amico Finance to PoStova banka.
However, the changes that we had
to make in relation to this process
in cooperation with the new owner
went smoothly, without any negative
impact. Despite the constant tigh-
tening of legislative conditions of
granting loans as well as thanks to
a strong three-month campaign of
VUB in the season, we have mana-
ged to achieve a comparable volume
of loans with VUB as in the previous
year.

TRANSPORT
SERVICES EXTENDED
BY EVENING AND
WEEKEND DELIVERY

We have improved a convenient de-
livery of goods all over Slovakia with
an option to order delivery of goods
during the weekend or in the eve-
ning during week days. Customers
responded well to these options

and over 20 % of them actually use
them. Customers were more interes-
ted in weekend delivery, in particular
in satellite towns and with custo-
mers who probably commute to work
for maore than an hour. In such towns,
weekend delivery with Convenient
transport is selected by 20 % to 30
% of customers, in some towns even
up to 50 %.

2016 2017

_. number of extended warranties

18,000 TV’S
CALIBRATED

An excellent year of TV sales was
also a great year of TV calibration
sales. This year we have calibrated
50 % more televisions for customers
compared to the previous year. Good
results were supported by new calib-
ration probes which also the latest
television models are adapted to,

as well as by a system of pre-calib-
rated televisions during peak sales,
such as Black Friday and Christmas
sale. Pre-calibration has shortened
purchase waiting time, since the
calibration itself takes around 30
minutes. @

2018






EXPANDED
COMMUNICATION
OF SERVICES

While in 2017 we focused on media plan
optimization and reinforcement of com-
munication, in 2018 we added new servi-
ces, expanding NAY's strategic com-
munication portfolio. The main product
and primary competitive advantage of
NAY are services that form the basis of
above-the-line communication. In 2018,
the range of services was expanded with
three services that further enhance the
image of NAY as a brand that offers the
highest quality service added value for a
customer.

1. The option of extending A
the warranty at any time
during the warranty

\ period

é 2. Convenient delivery

L during weekends

3. Convenient delivery

—/ \_/ \L

r
L during evenings

The extended warranty is a unique
service on the market and we have
launched it with a full-fledged cam-
paign that involved all types of media
including a TV campaign. Along with the
above-the-line campaign, a targeted
e-mail campaign was started, reaching
customers whose products are nearing
warranty expiration, with an offer of its
extension.

SHORTER AND MORE
INTENSE TACTICAL
CAMPAIGNS

A lower flexibility in preparation and
timing of above-the-line campaigns,
combined with minimum time response
of the market to price changes caused
significant modifications in the form of
tactical campaigns. Large tactical cam-
paigns that last a month are becoming
less effective and the market is starting
to be dictated by short, but intense price
offers communicated on-line.

Already in 2017, we introduced a new for-
mat of tactical campaigns ,A week with
the brand” or even shorter , A weekend
with the brand", where in cooperation
with suppliers we are able to offer best

prices on the market on a key portfolio
and at the same time to communicate
them very quickly and at minimum cost
to our customers.

In 2018, there were 15, Weeks with the
brand®, generating a growth in sales

of discounted products in hundreds of
percent, while being communicated
exclusively on-line.

MESSAGE VS. MEDIA
COSTS

It does not matter how strong the
communication is, if its message is not
relevant for the customer. NAY's stra-
tegy in 2018 to focus in communication
more and more on services, combined
with attractive short tactical offers, has
yielded results.

The turnover of services increased by 27
%, while sales turnover growth reached
9 % and gross investments in abo-
ve-the-line communication decreased
by 1.5 %, even though the investments
of top 8 consumer electronics retailers
(including NAY) in the same indicator
increased by as much as 38 %. B
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NAY a.s. evaluates the year 2018/19 as a very successful one in terms
of net income achieved, despite the divestiture of its subsidiary com-
pany Amico Finance a.s., which had a one-off negative effect on net
Income In the total amount of EUR 950,000. The company continued
to invest dynamically in the subsidiary NAYTROLABS, s.r.o. in order to

develop new technologies to reinforce the omni-channel sales concept.

PhDr. Zuzana Jurikova
Financial Manager




REVENUES

The company experienced a strong
growth in revenues. Retail sales increa-
sed by 9 %, while total sales gained 14
%, achieved also thanks to the distri-
bution of goods for the subsidiary Elec-
tro World, s.r.0. in the Czech Republic.
In the period reviewed, the company
continued to expand - we opened a
new stare in Bardejov. The Tuhovska
store in Zlaté Piesky in Bratislava was
completely modernized on the 20th
anniversary of its opening, where we
have created a new concept through
which we present the use of latest
technologies, bringing a new shopping
experience for our customers.

MARGIN

The company’s sales margin increased
by nearly EUR 3 million, to a large ex-
tent due to higher goods purchases.

SERVICES

In customer services, the company
recorded a growth of over 42 %. The
main driver and a very popular product
has become an extended warranty.
Services in the area of convenient
transport have doubled their perfor-

mance compared to the previous year,
confirming a continued high interest
of our customers in using the option to
select their own delivery time.

PERSONNEL COSTS

The company’s personnel costs have
increased by 14% on an annual basis,
mainly due to legislative changes in
compensation for work on weekends
and public holidays. Another reason
forincrease in labour cost is the fact
that the company’s remuneration
system motivates the employees to be
financially involved in a continuous and
strong growth in sales of goods and
services.

LOGISTICS

The share of goods distributed from
the company'’s central warehouse for
the subsidiary company Electro World,
s.r.0. has increased from 50 % in the
previous accounting period to the cur-
rent around 60 %.

NET INCOME

The company’s EBIT improved by
almost EUR 1.5 million, without taking

the one-off negative effect of the
sale of the subsidiary company Amico
Finance a.s. into consideration. The
total net income of the company has,
despite the above facts, remained on
a level comparable to the previous ac-
counting period in the amount of EUR
4.865 million, compared to EUR 5.090
million in the period 2017/2018.

The company owns a 76 % share in the
subsidiary NAYTROLABS, s.r.0., expec-
ting its significant contribution to ma-
intaining leadership on the consumer
electronics market and to on-line sales
growth.

In terms of securing funding of own
operational needs, the company coo-
perates with Tatrabanka, a.s. bank. The
company has been provided a credit
line for its own operational purposes

in the total amount of EUR 20 million,
of which the company at the end of
the reviewed accounting period was
drawing EUR 4.263 million.

In the accounting period 2018/19, the
company paid out dividends to its sha-
reholders in the total amount of EUR 2
million. M
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SHARE CAPITAL

The share capital of the company

in the accounting period 2018/2019
reached EUR 17 million (consisting of
1,700 shares in the nominal value of
EUR 10,000 per share). Net income for
this accounting period amounts to
EUR 4,865,000. The General Assembly
of the company decided to settle the
net income for the accounting period
of 2018/2018 in the amount of EUR
4,865,000 as follows: part of the net
income after tax in the amount of EUR
486,000 was used to supplement the
statutory reserve fund of the compa-
ny and the remaining part of the net
income after tax in the total amount of
EUR 4,379,000 was transferred to the
retained earnings account.

TOTAL ASSETS

Total assets of the company at the
end of the reviewed accounting period
reached EUR 80,982,000. The highest
share of it is represented by inventories
with a net value of EUR 36,742,000.
Decrease in utility value of invento-

ries was addressed by the creation

of an adjustment in the amount of
EUR 131,000, making the adjustment
amount to EUR 1,489,000 at the end of
the accounting period.

The second largest asset item are
current receivables in the gross amount
of EUR 19,989,000 consisting of trade
receivables in the amount of EUR
19,056,000. Even though our predomi-
nant activity is retail sales, the above
receivables arise towards subsidiary
companies, instalment companies
when purchasing on instalments and
towards banks in case of payment with
payment cards. An adjustment was
made in full amount in the previous
years for all difficult-to-recover recei-
vables.

FINANCIAL ACCOUNTS

Financial accounts as of March 31,
2019 amounted to EUR 3,688,000.
The company had concluded a credit
contract for an overdraft loan in the
amount of up to EUR 20,000,000. At
the end of the accounting period, the

company was drawing credit in the
amount of EUR 4,263,000.

INVESTMENTS

Investments of the company with
the accounting value (gross) is EUR
3,428,000, were used mainly on tech-
nical equipment, interior furnishing
of stores and software. Of the above
amount, EUR 1,231,000 was inves-
ted in software equipment and EUR
2,194,000 was invested in tangible
assets.

On October 23, 2018 the company
concluded the agreement on the sale
of the 69 % share in its subsidiary
company Amico Finance a.s.. The

sale was subject to approval by the
domestic financial market regulator.
The transaction was executed with a
negative effect on the accounting net
income of the company in the amount
of EUR 925,000.

On March 12, 2019 the company conclu-
ded the agreement on transfer of the
10 % share in its subsidiary company
NAYTROLABS, s.r.o.. The transaction
was executed without affecting the
company's net income. The company's
share on the registered capital of the
subsidiary company NAYTROLABS,
s.r.o. after selling the part of the share
represents 76 %.

RESEARCH AND
DEVELOPMENT

Since the company’s main activity

is retail sales, it again did not spend
anything on research and development
in the accounting period 2018/2018.

OTHER

The company does not have any orga-
nizational entity abroad.

The company did not acquire any own
shares during the accounting period
2018/2019.

The company’s activities do not negati-
vely affect environment.

o

EVENTS THAT
OCCURRED AFTER
THE DATE OF
FINANCIAL
STATEMENTS

No events that would be required to be
disclosed and reported in the financial
statements occurred after the date of
financial statements.

FINANCIAL RISKS

Management used all available infor-
mation in the assessment of reduc-
tions in value of individual property
items. The company’s management is
unable to predict developments in fi-
nancial markets that could have impact
on wider economy and subseqguently
to determine what effect, if any, such
developments would have on the futu-
re financial situation of the company.
However, the management believes
that it has adopted all necessary
measures to promote sustainability
and growth of the company's activities
in current conditions, while no asset
items show signs of impairment that
would need to be considered in the
financial statements. @
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March 31, March 31,
Balance Sheet in EUR 2019 2018

Non-current intangible assets 2737 946 2975634
Non-current tangible assets 5575069 4684685
Non-current financial assets 10992969 14 424 369
s 61398458 61239084
Inventories 36741884 38396 580
Long-term receivables 1101 827 709 267
Short-term receivables 19867142 21490797
Financial accounts 3 687 605 642 440

Net income 4 865 066 5090 767
Provisions 5088 840 1806 763
Long-term liabilities 308 545 95 336
Short-term liabilities 44 742 632 54 030 359
Trade liabilities 35975974 36 865 745

o
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